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Editorial

Moving With The Changing Times

A welcome change has taken place in the world scenario
in recent years. The spectre of cold war has suddenly
vanished and with it has gone the haunting fear of nuclear
holocaust. Equally welcome is the trend that economic
matters are gradually gaining precedence over the political
issues. Technological advancement has shrunk the world
to such an extent that there is now increasing awareness that
all probiems particularly economic ones be tackled
collectively for the mutual benefit. Due to increasing
interaction today’s world has more open economy.

Rightly responding to the needs of the changing times,
we too realised that it would be in our interest to join the
process of globalisation taking place the world over as itis
unwise to live in isolation. There were other reasons too.
Lack of competitive edge had crept in our industry giving
rise to inefficiency due to continued protection given to it
The BoP position was causing concern. The foreign
exchange reserves were precariously low. External debt
burden was mounting. The overall economic scenario was
bleak. In economic growth, we were lagging even behind
our.South Asian neighbours what to talk of developed
countries. With a view to giving a boost to our economy, a
phased programme of economic reforms was launched by
the Government about three years ago. Strengthening of
the financial system through structural reforms was one of
the major goals so that sustainable economic growth could
be ensured. Equally important were changes effected in the
EXIM policy to givea big push to exports.

Unfortunately, the process of liberalisation had its
detractors too within the country, though not many. The
skeptics had their own apprehensions or perhaps they were
too rigid in their approach to appreciate the urgent need for
moving and adapting with the changing times. Serious

_doubts were raised about the possible adverse impact of the
patenting privileges of the Trade Related Intellectual

Property Rights (TRIPS)on the Indianeconomy particularly -

on the Indian agriculture and pharmaceutical industry.
Similar doubts were raised when India signed the historic
Uruguay Round of multilateral trade negotiations, popularly
known as the GATT agreement along with more than over
a hundred countries at Marrakesh, Morocco in mid-April,
which paved the way, inter alia, for setting up the World
Trade Organisat'ion from January next year. Among other
things, the critics were fearing that GATT agreement will
ruin the indigenous small scale industry, drug prices would

shoot up, farmers would be hit hard, common man would
suffer because of discontinuance of the Public Distribution
System etc. May be some doubts still linger, but these fears {
were by and large allayed by the Government making it
amply clear that GATT is a vehicle of free, non-
discriminatory and equitable trade. It may be worthwhile
to point out that the GATT agreement concerned only trade
related matters, while the reforms encompass the entire
Indian economy.

If the scenario on domestic front was somewhat blurred
due to these misgivings, the mood abroad was certainly
receptive and cheerful. India’s new economic agenda was
received with great understanding and appreciation at the
international level. The new economic ethos impressed
even such hardened multilateral agencies as the IMF and
World Bank. As a result, the international business
community started evincing interest in what is happening
in economic and business fields in India.

Though the reform process is certainly to continue for
some more time, its beneficial effects are already visible.
The trade deficit has reduced, while exports have touched
an all time high, registering a growth of over 21 per cent. "
The economy is expected to register a growth of about 3.8
per cent in real Gross Domestic Product. The rupee is as
good as convertible on currentaccount and there isasteady
flow of foreign capital, a clear indication of investors’
confidence in our economy. There has been an estimated
inflow of $ 5 billion till the May-end. At the same time,
social sector has not at all been ignored as increased .
budgetary allocations were made for poverty-alleviation
programmes, rural development and also for educationand |}
health. This proves that the emphasis is on all-round

-development. Ina nutshell, itcan be safely claimed thatou

economy, which was on the brink of disaster not long agq
has been put on the rails during the last three years.

However, there is no room for complacency. Much has
still to be done. Fiscal deficit has to be substantially
reduced, inflation to be further checked, production cost to
be lowered through efficient management and more
attention to be paid to such vital infrastructural areas as
power, irrigation and communication, if we are to compete
with the best. No doubt, it is a daunting task but not
insurmountable particularly with the cooperation of all
concerned. o
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' Get a loan from Rs. 4000 right up

to Rs. 50, 000. For all levels of

education. And even higher studies
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» n degree of education.
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Ensuring A Prosperous Future

Montek Singh Ahluwalia

THREE years ago, we were faced
with acrisis of unprecedented severity.
To deal with this crisis, we initiated an
emergency programme of economic
stabilization. Simultaneously we also
embarked on a programme of far
reaching structural reform aimed at
strengthening our longer term growth
potential to take the economy on to a
path of sustainable growth at 6 to 7 per
cent' per year. In this process, we

introduced far reaching changes in-

industrial policy, the external trade
and payments system, the tax system,
| and the financial system.

Upswing

The task of stabilising the economy
.| was substantially accomplished by the
end of 1992—93._’A year ago, the

economic situation had improved

enormously, inflation had been

“reduced to single digitlevel and foreign

exchange reserves had been rebuilt
from the low of $ 1 billionin June 1991
to around $ 7 billion. However, there
‘were.uncertainties ahead. We felt the

- situation remained fragile and there .
was a perception that fast disbursing .

-~ assistance may be needed in the course
of the year. At this time last year we

. anticipated a continuing need for IMF

assistance and had planned on
accessing EFF  (Extended Fund
Facility) orESAF (Extended Structural
Adjustment Facility) resources later
in the year. :

_As events unfolded, however, the
Balance of Payments position proved
to be much stronger. Exports
performedexceptionally well, growing

- at over 20 per cent. Imports remained
extensive .
liberalisation. Foreign investment.

restrained  despite

flows were much larger thanexpected.
For all those reasons we ended the

year with foreign exchange reserves’

of $ 15 billion. There was clearly no
need for exceptional balance of

payments assistance. Inrecognition of

this development India decided not to

approach the Fund for an EFF. In fact,

we ‘were able to advance repayment

due to the Fund in order to reduce the
burderr of interest charges on this
account.  These, favourable
developments on the external front
have continued in the first quarter of
1994-95. Our foreign exchange
reserves have continued torise, despite
the advance payment to the Fund and

foreign exchange reserves today

exceed $ 16 billion.

The pace of economic growth is
also beginning to accelerate. Industrial
growth was slow during mostof 1993- |
94 but picked upto 7 per cent in the last,
few months. Investment was also
sluggish during the first three quarters
of 1993-94, but there are clear
indications of an upturn in-the last
quarter. These developments hold out
the prospect that ‘the economy will |
grow at about 5 per cent in 1994-95.
Fiscal Consolidation

_ This is not to say that there have

-beenno problems. Fiscal consolidation

has been an important objective in our
programme and the . Central

8

YOJANA, AUGUST 15, 1994




go‘vern.ment fiscal deficit was brought
down from 8.4 per cent of GDP in
1990-91 to 5.7 per cent in 1992-93.
| There was, however, a slippage last

' year when the fiscal deficit increased '

to 7.3 per cent of GDP (against the
targeted 4.7 per cent). To some extent,
the deterioration occurred because of
the sharp reduction in import duties
and the fact that imports did not rise as
‘much as was expected. There was also
an overshooting of expenditure,
reflecting pentup pressures which had
built up over two years of fiscal
consolidation” and some ‘delay in
making price adjustments to keep
subsidies under coritrol.

The government rccogrjisés the

dangers of any premature easing of -

fiscal control. The rise in the rate of

inflation which occurred in the second-

half of 1993-94 reminds us of - the
dangers inherent in this process. We

are therefore committed to reversing’

the fiscal deterioration which occurred
in1993-94. We have stipulated a target
for the fiscal deficit in 1994-95 of 6%

of ‘the GDP. This is a.significant
the  actual .

improvement over
performance last year and will mark a
return

consolidation which we recognise has
some way to go in future. I must also
| add that an important new initiative

announced in the 1994-95 Budget is

the fixing of a cap on the monetisation
of the Central government deficit.
Henceforth government borrowings
'| from the Reserve Bank of India above

this self-imposed cap will not be -
possible. We have also undertaken

strong measures to revamp revenue

‘government
development of the country’s -

to a process of fiscal .

collections and expenditures. Thus far
the government’s need to borrow from

_‘the Reserve Bank has stayed well

below the self-imposed cap in the first
quarter of 1994-95 and far below
borrowing levels of last year.

Structural Reforms

Let me now say a few words about
our programme for'structural reforms
whichisaimedat makmg the economy

. mtemanonally competitive, open to

trade and foreign investment,
encouraging the development of the
private sector and refocussing
activities. on the

infrastructure and human resource and
on the alleviation of poverty. In the
short period of three years, we have
achieved substantial progress in each
area of reform, though the task is not
yet complete. This assessment is also

shared by the World Bank whichin the

Country Economic Memorandum
states that “the skill with which reforms
have been introduced thus far has few
parallels elsewhere and enhances the
credibility of the reform process.” -

- The .most radical changes
implemented in the reform package
have been in the areas of industrial
pohcy the foreign trade and payments
regime, the financial and capital
markets and the tax system. Entry
barriers in the industrial sector have

been eliminated and many core sectors
have been opened up for private sector |

participation. These include power,
hydrocarbons, air transport- and
telecommunications in which private

“promoters, both domestic and foreign

have shown active interest.

Industrial deregulation has been
accompanied by aradical restructuring
of the policy towards foreign

investment. Since July 1991, direct

foreign investment prosposals
approved have risen steadily and

cumulated to nearly $ 5 billion by May -

companies with foreign equity have
been eliminated by amendment of
Foreign Exchange Regulation Act and
all companies incorporated in India

.are now treated alike irrespective of

the level of foreign equity. India has

. joined the Multilateral Investment

Guarantee Agency and earlierthis year
we concluded, a bilateral Investment
Protection -Agreement with UK. |

- Similar bilateral agreements are being

negotiated with other major investing
countries. Actual inflows of foreign
capitalincluding portfolio investments
have been of the order of $ 5 billion
during 1993-94 as compared to $ 150
million only a _cou‘ple of years ago.

‘Trade Policy

In the area of trade policy and
external payments regime, the
sweeping reforms undertaken overthe
past.three years are well known and
described in the Bank’s Country
Economic Memorandum. Capital and’
intermediate goods imports are almost.

- wholly fre¢ of quantitative restrictions.
. Imports of consumer goods remain

subject to restrictions but here too, the
objective of policy is to gradually
remove these restrictions and shiftto a
tariff based system of protection. As a
step in this direction; the Export and
ImportPolicy announced in April 1994-
expanded the scope of the special
import licences under which importof
consumer goods are permitted and |

- widened the range of consumer goods

which can be imported against these
licences. The removal of quantitative
restrictions on’ imports have been
accompanied by massive reductions
in customs tariffs. Most recently, the
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11994-95 Budget has brouéht down the

maximum tariff rate to 65 per cent,

compared to rates of 300 per cent and
higher prevailingin 1991. The rates on
capltal goods imports have been
reduced to a range of 20 to 40 per cent
compared to 100 per centin 1991. We
intend to further rationalise and lower
the tariffs over the next few years to
bring them to levels comparzble with
other developing countries.

A unified floating exchange rate of
the rupee was introduced in March
1993. With further liberalisation of
payment restrictions announced in the
1994-95 Budget, near full current
account convertibility has now been
“established. Thus at the end of three
| years of reform, the exchange rate

‘system has been totally transformed
“and we are now moving towards
formally accepting Artlcle VII status
in the IMF.

. Reform of thé tax system has been.

an important element of our
programme. The strategy has aimed at
moving towards simpler systems of
‘taxation with moderate rates, few
exemptions and a broad tax base.
Earlierbudgets had implemented these
principles in direct taxes. The 1994-95
Budget has continued these trends. in

direct taxes” and brought sweeping
| reform of md:rect taxation which

continues to account for over 80 per-

centof tax revenues in India. In regard
| to both excise.and customs, hundreds
of special exemption notifications have
been eliminated, the number of rate
categories has béen sharply reduced,
the structure of rates has been brought
‘down and a massive shift has been

made from- Spec1f1c to ad vaiorem
duties to ensure built-in revenue
elasticity. A beginning has been made

“in extending indirect taxation to a few
services and the system of credit for -
 taxes paid on inputs called MODVAT,
was extended to cover petroleum and
“capital goods. We are now pursuing
the objective of movingtoafull fledged

Value Added Tax.

'F lnanClal Sector

Reforms ofthe fmancnal sector have

made substantial progress in the last’

three years. The government’s pre-
emptive draft on bank resources
through the mechanism of reserve
requirements has been reduced.
Government b9rrowirigs are now very
largely on market determined rates.

There is now an active market in’

government securities for 91-day and
364-day bills and longer maturity
securities are also sold by auction.

These trends will be further accelerated

by Reserve Bank of India’s decision to
establish a system of primary dealers

ingovernment securities as announced
_in the credit policy in May 1994. The

interest rate structure has been greatly.
~simplified and liberalised.

All Vcomme’rci.al banks have now
adopted the prudential and income

recognition norms advised by the RBI
in April 1992. While this has revealed

the relatively low profitability of some

“banks in the past two years, it is a

necessary step in the process of
financial sector reform. To strengthen

“capital base of public sector banks, the

government has agam allocated a large

“sum, Rs. 5,600 chre, from the budget
-towards strengthening of the capital

base of public sector commercial
banks. Access to this capital is on the
basis of agreeing to a detailed
Memorandum of Understanding ‘on

performance criteria with the Reserve

Bank of India. Recently, the Banking
Nationalisation Act has also been
amended to. permit public -sector

commercial banks to raise resources
from the capital market. The State
Bank of India has already had a very |-
successful public issue which allowed
it to raise fresh equity of niore than
Rs. 1000 crore. Appropriate legislation
has been enacted and Debt Recovery
Tribunals have been established to
facilitate recovery from: defaulting
borrowers. Bank supervision has been
strengthened. by establishing a new
Department of Bank Supervision in
the RBL New private sector banks

have been licensed and several of them
have already commenced operation
this year. While substantial progress
has been achieved, the task of restoring
full health to the tinancial sector will,
inevitably, take some years. Our.
approach will be to ensure steady |
liberalisation and consolidation of the
*financial sector while at the same time
protecting interests of depositors.

Capital Markets

Reform of the capital markets has
been an important objective. Capital
issues were decontrolled subject to |
supervision by an independent
regulatory authority. Firms arc now

free to issue capital and price new

issues according to market conditions
subject only to guidelines aimed- at
effective 'disclosure of -information
necessary for investor protection,
ensuring transparency of trading
practices and speedy Settlement. A
National Clearing and Settlement
System is also envisaged with the
setting up of 'a National Stock
Exchange and a Central Depository.
Animportant initiative taken as partof |
thé reform is the.opening up of capital |

10
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markets for portfolio investments.
‘Indian companies have been allowed
to'access international capital markets
by issuing equity abroad through the
mechanism of global Depository

" | Receipts and -foreign institutional
investors have been allowed to invest

directly in the Indian capital markets.

Favourable tax treatment has been -

granted to such investments. The initial

-results -have been remarkable. It is
estimated . that inflows from
international equity issues by Indian
companies in 1993-94 amounted to
about $ 2.5 billion while foreign
institutional investors have invested
| about’$ 1.5 bllllon in domestlc capital
markets.

The Malhotra Committee ‘has
recommended extensive reform in the
insurance sector. The government has
announced that it will draw. up a
programme of reform in this sector
after consultations with all parties
concerned. The consultative Jprocess
is far advanced and we hope to come
up with specific proposals for reform
/in the course of the year. -

Public Sector ‘
- Another important area of reform

'

relates to the public sector. Unlike the
case in many other countries where
public sector reform has involved
outright privatisation combined with
closure of unviable units, our approach
has been more measured We have
begun by disinvesting upto49 percent
of equity of these enterprises with the
twin purpose of providing non-

.transition

inflationary resotrces for the Budget
and to impart greater accountability
through wider public participation.
Public sector companies are
increasingly financing their investment
through internal cash generation or by

raising resources from the capital

markets. A number of them have
successfully done :so. For the loss

making public sector units, the .
government has been scaling back:
" budgetary support, and they are being

encouraged to ‘seek restructuring;
wherever it is possible to make them
economically viable, through the
mechanism of the Board for Industrial

and. Financial Reconstruction and

where it is not, to close them down
with adequate compensatlon for
Iabour

Social Safety '

A programme "of - structural
adjustment inevitably creates

transitional difficulties and the
government is deeply conscious of the
need to ensure that the burden of
does not
disproportionately on the poor who

"'are least capable of bearing it. With

this objective, we had finalised a Social
- Safety Net Programme with the support
, of the World Bank and some bilateral
donors whichis underimplementation.
The programme focusses on the needs
of the most vulnerable section of our
society - particularly the workers
affected by industrial restructuring,
poor women and children and landless
labourers. The critical elements of the
programme cover primary education,
primary health including endemic
disease control programme, and the
integrated child development scheme.
The National Renewal Fund
component of the .programme
encompasses voluntary retirement
scheme and costs of retraining and
redeployment of affected workers.

Agricultural Sector
“Agriculture is still the dominant

fall -

sector of our economy. A number of
measures have been taken in the past
three years which have directly
benefitted this sector.. Reduction in

protection levels for domestic industry

has improved the relative protection
and profitability for agriculture. The

- market-determined, unified exchange

rate system has revealed agriculture’s
true comparative advantage. Many

restrictions on domestic and external
trade in agriculture have beenremoved. |
As a result, agricultural and agro- |

processed exports have boomed in

~1993-94. We expect a stronger inflow

of investible resources in this sector
and rapid expansion in the exports of
agricultural, agro-processed,
horticultural and marine products in
the coming years. This. will impart a
new dynamism to the rural economy
and greatly expand employment
opportunities.

Infrastructural Support
- The success -of our economic

‘reforms will' depend crucially upon

the availability of infrastructure
support for economic development.

~ Thisfocusses attention on sectors such

as power generation, roads, ports and
telecommunications. This will call for
massive investmentin all these sectors.
While we are opening up these sectors
to private sectdr participation, and there
is substantial scope for attracting such
investment in some of these sectors
even in the short term, the bulk of the
investment in these sectors will have
to come from -the public sector.

‘ Improved performance, including

financial performance, of the public
sector entities in these sectors is
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therefore crucral. Official
Development Assistance could be
effectivein attracting additional private

capital resources into these sectors.

through innovative co- -financing

mechanisms and through counter-.

guarantees which would lower therisk

perception of . the investors for long -

erm mvestmenls in these sectors.

The commitmentof the &ovemment
to holding the fiscal deficitin 1994-95
tothe targetof 6% is already ‘mentioned

above. We recognise that continued -

| progress in fiscal consolidation over
| the years ahead will be crucial for
| ensuring price stability and for the

success of our economic reforms. The .

tax reforms we have introduced will
hélp to generate the necessary
buoyancy in revenues in future which,

| together with expenditurerestraintand |
better performanceby the public sector,

will help to reduce the fiscal deficit
| over time.

Unfinished Agenda
We also have to address the

unfinished agenda' of reforms which -

include some of the more difficult
measures.
liberalisation, reforms will cover
further lowering of tariffs and phased
removal of remaining quantitative
restrictions both on imports and
exports. The process of financial sector
reforms which has begun in earnest
has to be completed. Government’s
pre-emption of Bank’s resources ‘will
be progressively reduced to permit
greater autonomy and profitability for
the commercial banks. The remaining
restriction on interest rates will be
phased out as fiscal control is

| effectively established. Tax reforms -

will encompass further rationalisation
of the structure, widening of the base,
elimination of exemptions and
emphasis on strengthening tax
administration to reap the benefits of
these measures. Over time we shall
also attempt to introduce a nation-

In the area of tradei

wide Value Added Tax inconsultation

‘with the states. In key infrastructure

sectors like power, hydrocarbons,’
telecommunications, roads and ports,
we ‘will press ahead with developing
appropriate institutional and -policy
frameworks to facilitate the entry of
much-needed private capital, to
enhance competition and thus ensure
effective - provision
infrastructure services which are
essential for the growth of output and
exports.

- Now it would be pertinent to turn to

_the balance of payments prospects for

1994-95 and its implications forIndia’s

external financing needs. In view of -

the substantial improvements in our
external account, the current account
deficit in 1994-95 is estimated to be
less than one per cent of GDP. This

levelis manageable withnormalcapital

flows and there is no need for fast-
disbursing. To that extent our need for
external assistance in 1994-95 is
definitely lower. We would also like
to limit recourse to high cost financing
as part of our effort to contain external

debt and also in recognition of the

large inflows of portfolio investment

a ki : . . .
that have taken place and are expected '~ also in progress. For the third year in

succession, an exercise to rationalise ‘

to continue.

' However, as pointed outtothe Bank,
. ‘Official Development Assistance will
continue to be critical for sustaining

investment levels inkey infrastructural
sectors such as power, water supply,
telecommunications and surface

transport. These sectors are prime -

candidates for long term development

. assistance which could be effectivein -

attracting private capital into these - that we have achieved in the first three

sectors, Social sectors also have large:
resource needs and long term

developmentassistance to support theirs
investment programme is essential for

the success of our reform programme

and to put the economy en a higher

growth path and alleviate poverty.

We have also taken several steps to

-of key

improve aid ytilisation, through careful
monitoring and discussions with the
Planning Commission, we have tried
to ensure that adequate provisions are
made in ‘the outlays for all externally
aided projects. Steps have also been
taken to address weaknesses in project
management, procurement procedures

-and-strengthening of the institutional
arrangements to

improve
absorption. The decision taken last
yearon government disintermediation

-for lending to Central public sector

undertakings has worked well and after
a consensus is. arrived at based on

discussions with donors, we should |
extend .this. to state public sector -

undertakings also. The
recommendations of the Task Force
setup by the Ministry of Finance 10 go
into the issues of streamlining of
procurement procedures are being

“implemented and some of the standard

bidding documents finalised by the
Task Force in consultation with the
World Bank have been mandated for

usein all World Bank aided projectsin’

the country. The remaining standard
bidding documents will be finalised
with the World Bank later this year. A
similar exercisefor the ADB project is

the portfolio of World Bank projects
was- undertaken and the overhang of
unutilised aid was reduced by another
$ 800 million. All-these actions have

resulted in an improved disbursement’

ratio in real terms.

_ The transition that is underway in
India is momentous and the success

years has stncngthencd our
commitment to persevere with the task

that we have embarked upon to assure '

a more prosperous ‘future for our

people. ' ] gy

The author is Finance Secretary,
Govt. of India.

aid |
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agricultural policy in India. As such.
the inputs and technology tended to be
concentrated in irrigated areas wherc
| the results were quick, substantial and
| assured. One can now discern the
beginnings of a'significant shift in the
perspective for agriculture in India.
| Consolidating the food security already
| achieved and moving much further to

“avail of the opportunities opened up
by trade is emerging as the guldmg
principle of agricultural policy in the
period ahead.

The growth of food grain output
has so far been limited by domestic
demand. Population growth and the
rise in per capita income will no doubt
-necessitate a significant rise in the
output of food grain. Howevcr,'it_'is
necessary to bear in mind the
significantdownward shift taking place
in the demand for food grain. This is

ACHIEVING food security has so ~
far been the overriding goal of

Prof C.H. Hanumantha Rao

leerallsatlon And Agrlculture

on account of the.change in the
consumer tastes with the availability
of a wide variety of goods and services
even in rural arcas. It is now estimated
that the demand for food grain- may
increase at.the rate of around 2.6 per

cent per annum upto 2010 A.D., even -

after taking into account the secondary
demand for cereals as animal feed.
This demand growth is lower than the
output growth of 4 per cent per annum
projected by the Planmng CommlsSIOn
for the Eighth Plan period. "

. If agricultural growth is not to be
but should indeed contribute to raising

the overall economic growth, then
agricultural output needs to be stepped

up for exports by diversifying into’

areas such as dairying and other animal
products, horticulture, floriculture, etc.,

the demand for which is less inelastic
or less unfavourable than for food
grain. Trade in these areas will

" contribute to modernizing these sectors

in the sphere of production as well as
processmo and marketing. Agricultural
research and technology in the,post-

green revolution era has been focussed’

mainly on food grain in the irrigated
areas. The emphasis has now to shift to
the new activities with favourable
export demand. The rainfed or dry
land areas in the country have a
comparative advantage in animal
husbandry, horticulture, floriculture
etc. The development of new
technologies for these activities can

Sstrai : . thus benefit the agriculturall
constrained by the domestic demand . s benefit -t gricuiturally

backward areas where poverty’ is

. widespread. .-

- The emplpymentgenération perunit
of additional output has gonc down
steeply and has even become negative

in the irrigated green revolution belt. .

The prospects for employment
generation do not appear to be bright;
at least in the short run, in the non-
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‘agricultural sector in the wake of

liberalisation. There could even be a
decline in employment in some of the
“rural industries, adding to the pool of
unemployed in the rural areas. A
number of special employment and
rehabilitation programmes are being
envisaged as ‘safety nets’ to cope with
the consequences of structural
adjustment. However, agriculture can
serve as the biggest safety net in the
process’ of adjustment not only by
softening the rigour of inflation but
also by providing new avenues of
productive employment. The new

activities which have a favourable |

.export demand are also employment-
intensive. But the experience shows
that the substitution of capital for labour

in high-wage areas has been basically

responsible for the decline in the
employment per unit of output. This
has happened despite the in-migration
of labom fromthe less developed areas.

This experience suggests that new
technologies suited to low-wage areas
such as rainfed or-dry land areas offer

better prospects for labour absorption..

This underlines the need for location-
specific research and extension, for
| maximizing the employment
| opportunities. ' LT

Raising the productivity . of
resources used in agriculture through
theirbetterallocation between different
crops and. regions and by adopting

improved technologies is a major

objective of “liberalisation. Export-
‘orientation will provide incentives for

the regional specialization in crops
according to their comparative

- advantage as well as for the adoption ‘

of new technologies in production,

* processing and marketing. It may be

noted, however, that unlike in the
command economies where allocative

. decisions were made by the collectives

and the‘communes, the institution of
peasant proprietorshipin Indiahasbeen

conducive to decision-making by the
Jindividual farmers in their millions, so.
that the allocation of resources at the

farm level has, on the whole, been

efficient. Also, we have, by and large,
a free movement of agricultural

commodities across different regions
in the country which has been

“conducive to regional specialization

in the production of crops. The success

of green revolution in India would -
- have been unthinkable without a large

national market for food grain.
However, productivity of resources
can be enhanced further by extending

- infrastructure to the less developed

areas and by introducing new
technologies.
subsidies where they have outlived

“their utility. would also promote their
~efficient allocation as well as give

impetus to the evolution of cost-

‘reducing innovations.

In the early 'ye»:ars. of green

revolution, when the attainment of food .

security was the overriding objective,
ecological concerns were not in the
forefront of agricultural policy. In
course of time, however, population
growth as well as the growing demand
from the afﬂuent sections have been
exerting ‘pressure on environment,

_ Further, the unregulated exploitation

of natural resources caused, among

_ other things, by the underpricing of

inputs such as irrigation water and

electricity for pumping ground water
-have contributed to the degradation of

Removal of input-

environment. Although, as yet,
chemicalization of agriculture as such
is not a serious problem, the evolution .

of new biotechnologies to save on |

chemical inputs has to be accorded a
high priority in agricultural research.
Besides, the efforts for conservation
of soil and water resources in dry land
areas need to be stepped up with a
view to creating the necessary
conditions . for the profitable

application of yleld increasing
technology.

Contribution Of Productivity
The area under. food grain has
declined somewhatduring the eighties.
Theentire increase in food grain output
during this period is, therefore. the
result of the rise in productivity per
acre on account of the incrcase in |
yield-raising inputs. However, the
efficiency of resource-use consequent
upon the application of new technology
is measured by the total factor
productivity (TFP) or the productivity
of all the inputs combined, This is
obtained by the difference in the growth
rates of output and the index of inputs.
The total factor productivity so
measured is estimated to account for
one;thjrd-of output growth during
1957-85. The contribution of total
factor productivity rose to over 50 per-
centof output growth in the post-green
revolution period. Public research and
extension and private research have

been the major sources of increase in

"YOJANA, AUGUST 15, 1994
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total factor productivity. Public
| research and extension accounted for
over two-thirds of increase in total
factor productivity after 1975. This
indicates that'the rate of return to

| investment in public reséarch and .

extension has been quite high. It has
| indeed been found to be as high as over
60 percentinrespectof publicresearch
‘and over 50 per cent in respect of
extension. These high rates of return
on investments in research and
extension are-attributable; in no small
measure, to the spread of new
technology to the new regions and
crops in the last decade.

These high rates of return on

investment in research and extension

indicate that there is considerable scope
forimproving productivity through the
extensive application of known
technology as well as by evolving new
technologies. The studies conducted
by the International Food Policy
Research Institute in collaboration with
the Indian Council of Agricultural
Research. show that the potential for
productivity increase by extending the
known technology to new regions and
crops by redeploying the existing
resources is significant. These potential
gains are in the main attributable to
two sources. First, by bridging the gap
between the actual and the potential
| productivity from the use of fertilizers

in respect of crops and regions where
the level of fertilizer use is far below
the optimum levels. Such a potential is
found to be quite highin Uttar Pradesh,
Eastern ‘and Central regions. The
second major source is the balanced
application of nitrogenous, phosphatic
and potassic fertilizers in all the
regions.

The' level of fertilizer use in the

" country has become very uneven over

aperiod of time. For example, as much
as 50 -per cent of total fertilizers
consumed in the country is accounted
by the top 20 per cent of the districts.

"Owing to the diminishing returns to

fertilizer use at higher levels, the
aggregate response of output from the

use of fertilizers has declined. If the

decline in ‘productivity due to the

-unbalanced use is also accounted for,

the output response has gone down
from 1:10to 1:6. It has been estimated
in a joint study by the International

Food Policy Research Institute (IFPRI):

and the Indian Council of Agricultural
Research (ICAR) that, for wheat, an

. optimal distribution of fertilizers as

between different regions would
increase output by 1.6 million tonnes.

A change towards balanced use of
NPK, by raising both P and K per unit-

of N, would raise output by 2 niillion
tonnes. Both the adjustments together,
i.e optimal regional distribution as well

“as best NPK mix would increase wheat
_output by 6 million tonnes or 12%

with a marginal increase of half a
million tonnes in fertilizer
consumption.

Similarly, in the case of rice, a
change in NPK mix results in an
increase in output to the extent of 1.2
million tonnes. Diversion of fertilizers
away from the Northern to Eastern

_regions would yield 9 million tonnes

with 1.2 million tonnes of additional
fertilizers. Optimal levels of fertilizer

distribution with  the best NPK mix.
- (2:1:1) leads to an additional output of -

15 million tonnes or about 20 per cent
increase with 1.5 million tonnes of

additional consumption of fertilizers.

Development And lefusmn

Of New Technology
Adequate funding for public

 research, appropriate economic signals
for setting right priorities in research, -

Hicks’s contributions,

favourable institutional framework and
the resulting incentives for the
absorption of new technology are the
three basic prerequisites for the proper
development and diffusion of new
technology. These are best ensured
when the demarcation of the relative

roles of the the state and markets or the” |

publicand private sectorsin agriculture

" is rational. A number of studies have

shown thap favourable macro-
economic environment including
oopenness in trade have been conducive

to the adequate development and

diffusion. of new cost-reducing

technologies in agriculture. This has
happened on account of favourable
‘terms of trade for agriculture,
inducement to improve quality and
‘reduce costs -for :
internationally competitive, prices
reflecting truly the scarcities of

‘resources o that research is directed"

to save on the scarce factors and the

adequate allocation of resources-public

as well as prlvate -for research and
.extension.

‘Economic analysis, following John
_ has been
focusing on the significance of relative

_prices of factors of production in

inducing cost-reducing innovations

directed towards saving on the scarce |

factors through the greater use of the
abundant factors. For example, heavy
subsidies- on inputs like fertilizers,
surface irrigation, electricity for

pumping water and on farm credit,

apart from causing macroeconomic
imbalances and shortage of resources
for public investment in research and

becoming |
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other -infrastructure,’ discourage
researchin biolechnolooy which saves *
onchemicali inputs and is environment-
| friendly; discourage the conservation .
of water and energy, and ‘in
general, encourage capital-intensive
techniques.” Private research and
extension is becoming increasingly
importanton accountof scientificbreak -
throughs such as the cmergence of
biotechnology with low investment
requirements in applicd research and
the greater responsiveness of private.

research o the user-requirements
which vary consndenbly across agro-
climatic regions. In a situation like’
this, adequate intellectual propurty'
'prolcctmn becomes necessary to
provide ‘incentivés for private
investiment and effort in research.
Apartfrom theincentive framework
condugive to technological change
- mentioned above, the development of

certain forms of infrastructure

including human capital is essential to -

raise the profitability of investment in

research. Development of -irrigation, -
roads and processing and marketing

facilitate the
of new

network would
widespread. adoption.

“technology by raising the yields,

reducing their variability and by
ensuring remunerative. and . assured

' prices for the products. Improvement

intheliteracy levels of the farmers and

-in the system for the dissemination of

information is essential particularly
when the new practices

technological advance is rapid. The
importance  of " “infrastructuie
development for Indian agriculture is

underlined by the fact that both in -
respect of irrigation and literacy, only

about 50 per cent of the potentlal has
been realized so far

“Even after the full potenual 1or
irrigation is achicved, nearly half the

cultivated area would still be dependent.
on rai'nfa]l The rainfed or dry land
areas in”the country are getting
degraded due to the depletion of soil

fcxvu_hty and moisture. Experience has
shown that a critical minimum of soil
fertility and moisture levels are

essential for the profitable adoption of
new technology. Research in the
evolution of new seeds and improved

" practices by itself has proved to be

insufficient for suchareas. The existing
programmes for soil and moisturc
conservation have failed to make an
impact on account of inadequate
planning of works on watershed basis,
failure to involve the beneficiaries in
the planning and impleméntation of ;

_ are
sophlstualed and the rate of

works and lack of coordination among |
various departments concerned with .
these programmes. A hwh prior ity has,
therefore, 1o be' given to the soil and
moisture conservation in the dry land
areas by revamping the present sir. ategy
to create the necessary conditions for
the adoptlon of |mp|oved agricullural
practices. a

The author is former Member.,
Planning Commission.
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New Economic Policy
Technology Exports

Prof. S.Z. Qasim & P.M.Sarma

TECHNOLOGY can be defined as
| the knowledge of science to be used

for production, commercialisationand -

distribution of goods and services. Itis

a combination of two components—

hardware and software. The former

_includes equipment, machinery, tools

and physical facilitics and the latter
embraces knowbow in the form of
processes, technigues, methods, skills
etc. Possession of technology is a well
| suarded 'secret by its owner and it is
this scerecy that gives its owner certain
terms and conditions which he sets for

transferring his technology to others.

(within' India or abroad). When the

ransfer takes place from one u)umly ‘

- | wiheother. wunaycalllhcuanslcras
| exportof technology. Thlstakcs place

in three ways—projects,-consultancy
including services and joint ventures.

Let us take each type of technology

export separately in the Indian context.

" Exports from Indid involve: both

low and high technology. The term
low technology is used for the projects -

gonnectcd with power distribution,
simple products, structures and
processes. High technology, on “the

‘other hand, is applied. for power

generation, machine tools, chemical

projects and others. dnvolving -
sophisticated designs and advanced

R&D capabilities‘.

Some of the prestigious pro_]uls
'succwsrully cxporu,d and executed
. abroad both in the non- m_anulautuung,

and manufacturing sectors mcludu
power gcnc,rauon and distribution
including construction of hydro, ’
thermal and atomic power stations,

" dams, bridges, ports, airports, roads,

highways, water treatment and
environmental pollution control,
housing, hospitals’ and industrial

"projects connected with fertilisers, oil
. refining, petnochemmals sugar,

textiles, cement, steel etc.

Project Exports .
Projects exported from India have

“been classified as turnkey projects by

the prime contractors or as sub-
contractors of the prime contractors

- from other countries for the purpose sof

executing only Y pdxt of the new
projects or for the expansions of the
existing plant facilities. Incertain cases,
when the prime contractors are not

‘manufacturers and they have bought |-

plants and'equipment | from the Indian
manufacturersand performed only the
engineering functions, they. come

_ under the category of sub-contractors.
“Theseexports fall into three categories’

broadly: civil engincering construction

* projects, industrial turnkey projects

and the. associated sub-contracting
services. The total values of the
contracts secured in respect of the
export of projects are given in
Table-1 for each year from 1978-79to
1992-93.

Table-1-

Earnmgs In Project
Exports From 1988-89 To 1993-94 |

Year Rs. in crore
1988-89. 495 |
1989-90 560
1990-91 111s
1991-92 1417
1992-93 1543 |
1993-94 792

The Table- | shows that there has |
‘been an increasing trend in this type of

exports until 1992-93 and that there is

22

“YOJANA, AUGUST 15, 1994




‘overseas have proved
capabilities in the cxportoi technology

cngineering supervision;

“operation and maintenance of plants;

| specialiscd professionals

a decline during the period 1993-94,
Nevertheless, the successtul execution
and maintenance of the projects
‘the Indian

in terms of their merit.

Consultancy Export

~ The - second category of the
tcchnology exports is in the area of
consultancy, which plays a major role'
in lu,hnology transferand in promoting
the exportof equipment and materials.
In view of the multiplier effect of the
consultancy services, this sector has
beenidentified as one among the thrust
sectors for export promotion by .the

1 Government of India. In recent ycars,

the Indian consultants have played an
important role by offering services in
scveral - diversified fields such as:
project
management and its implementation;
civil,
designs; technical management;
designof equipmentand plants; textile
mills; software application packaﬂcs '
system software; computer-aided.
engineering; operation and execution

of the projects-on turnkey basis etc.
Today, there are about 20,000 highly
and

technocrats working in' more than 700
| consultancy organisations or. are

independently offering services in a
wide, range of dlsuphncs The
TdhlL-Z givesthe consultancy earnings
year-wise from 1978-79 (o 1992-93.

It may be observed from the
Table-2 that there has been an

Table-2

Consultancy EXport Earnings

structural. and architectural

“consultancy to
consultancy. The increase in the export -

_earnings in this sector alone in just two

_years (1985-87) is more than 3-times

From 1978-79 To 1992-93

Year Rs. in million
1978-79 - © 95.61
1979-80 - 226.55
- 1980-81 226.56
1981-82 31250
1982-83 475.76 -
1983-84 585.01
1984-85 578.30
1985-86 734.07
1986-87 939.04
1987-88 1003.40
1988-89° 126000
.1989-90 2200.00
1990-91 3120.00
1991-92 7200.00
1992-93 8310.00

increasing uend in thls type of export.

and that this increase is significantly -

~ larger

- compared to the earlier ycars Infactin
1991-92; the exports are more than
double that of the period 1990-91. To:

from 1989- 90 onwards as

have a further insight into the various
types ‘of consultancy exports, the

- specialisations in which India has
markedly improved its consultancy-

exportcapabilitics can be groupedinto
five broad categories; namely,
infrastruéturc_, management, process
knowhow, engineering and agro- -based

industries. An analys:s of the data for-
-a ten-year perlod (1978-87) in these
five types of consultancy capabilities _
indicates that, while the total exportof .
all the consultancy capabilitics has -
shown a remarkable growth; there has -
~ been an apprccuable shift from the’

cxports of other categorics of
- management

of the carlier year.Ncarly half of the

~export earnings.in the management
sector have been from the export of

developing countries.

‘a. new
“entrepreneurs. Naturally then, ‘the
- choice and acquisition of new

computer software by 80 consultancy

organisations in India during the ycar

1987-88. Predominant sectors, other
than management, during the period
of 1985-87, are infrasturcture and
process industries. This analysis also
brings to light that the Indian

- consultants in these three sectors have -

geared themselves to the needs of
emerging technology largely for the
With this

increase, an obvious corollary that
emerges from the analysis is that the

consultancy exports in the engincring

and agro-basedindustries scctors have
recorded a sharp decline.
Impact Of New_ Policy

In context of the new ‘lndustnial

- Policy announced in ]uly 1991, the

preparedness towards inter nationally
competitive tcchnological capabilitics
for providing appropriate technical |
inputto the enterprises has emerged as
task before the Indian

technologies to produce competitive
products and services to suit the
international environment become
importantissues ir context of industrial
development of the country. Since the
expansion of exports is the key word
in the new environment. the scrvice |
scctor is expected to play an
increasingly dominant role in the
industrial and cconomic development
in the future. The consultants and
consultancy services would. therctore,
assume greater significance in the
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processof technological, industrialand
economic development.

In the case of small scale sector in
particular, the new Policy of 1991
stresses on the need for more efficient
| technical services and technological

inputs leading to abetter performance.
This calls for an encouragement in the
R&D specific to the small scale sector,
associated with a provision of
necessary testing facilities and
advisory services. The consultants
- would, therefore, play an increasingly
important role in the development of

the small industries sector as well.

Since the small scale sector is not very
much exposed to consultancy services,
there is a need to create awareness
amongst the small scale industrial units

- about the available consultancy
facilities in the country.

The benefits that would accrue by
creating a strong consultancy base are:

increased exports of not only projects

and services but also of goods,
reduction in  imports and
commercialisation of indigenous
technologies developed in the R&D
institutions etc. Some of the

organisatiohs which have specialised’
inthe field of consultancy development
in the country are: Consultancy

Development Centre (CDC), National

- Productivity Council (NPC), The

Association of Consulting Engineers
(India)—ACE(I), Federation of Indian
Export Organisations (FIEO), Institute
of Management Consultants of India
(IMCI)etc. Thesewould play a greater
role .in bringing the consultancy

organisations to the level of meeting
the needs not only of our country but
of other countries as well. '

Joint Ventures
The third area in which technology

exports take placeis the joint ventures.

A joint venture is.an enterprise in the
manufacturing, trading or services
sectors in which the en‘trepfen_eurs in
the host country, where the joint
venture is located, cbllabo;até with

the entrepreneurs from one or more.

foreign countries in the manufacturing

“and/or management and/or financial

operations of the joint venture. It is
essentially a commercial enterprise

with a profit motive. The objective of -
the joint ventures is to promote

industrial growth and trade across the

"borders. It results in a new form of

Foreign Direct Investment (FDI) which
involves technical-cum-financial
collaboration between the firms
forming the joint venture. The
formation and operation of the joint
ventures are governed by the laws and

regulations of the host countries in .

which these are conducted. Joint
ventures have been described as
engines of growth or the bridge across
which the technology flows between

the countries, bothvdé\/eloped as well.

as developing.

Inthis areaalso, Indiahas playedan

active role by setting up joint ventures
abroad both in the developed and

“developing countries including the

least developed countries. -

According to the latest data
available as on 31st December, 1992
from theIndiaInvestment Centre, there
were about 324 joint ventures in
operation or under implementation in

“the areas of automotive ancillaries,
transportequipments, food processing

industry, paper and pulp industry,
textiles, sugar factory, steel furniture,
metal flexible tubes, railway network,
newsprint project, palm oil refining,

machine tool complex, industrial -

estates and light engineering goods
such as switch gears, stainless steel
ware etc.

The major benefit of this activity
hasbeen thatIndia’simage is projected
as an exporter of capital goods and
technology. Other consequent benefits
have been the realisation of dividends,
royalties etc. and the strengthening of
economic relations and cooperation
with the other developing countries. A
remarkable feature of this activity
undertaken by the Indian entrepreneurs

has been that the economic aspirations-

of the developing countries were kept
in view while entering into the joint
venture agreements and special care
was also taken to infuse a kind of
confidence in the foreign partners that
these venturs are for the mutual
development of the participating
countries and are not really meant for
their exploitation. The benefits and
good. features of the joint ventures
notwithstanding, the government had
to revise its policies from time to time
depending on the performance of the
joint ventures. The. changes in the
government policies on this issue are
indicated in brief.
Guidelines .
The policy of the government on
the joint ventures during the sixties,
when it was in its formulative phase,
was reasonably open-and flexible.
Approvals were granted liberally. As

a result of this, many joint ventures
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were established overseas without
adequate home work and without an

indepth study of the prospeots_ of such,
ventures in the host country. As a

result, the Indian entrepreneurs-had to
face many difficulties
consequently several joint ventures had
tobe abandoned. However, toregulate
such ventures, the government
announced several guidelines in the
year 1970. Depending on the
‘circumstances, and based on the

practical experience and feedback,

| these guidelines were again revised in
1976 and subsequently in 1986. The

revisions facilitated the removal of

some constraints and difficulties
experienced by the joint ventures and
| these helped the Indian enterprises to
achieve a greater degree of success.

. Nevertheless,. the gliidel.inés, as’

formulated till 1986 were considered

by the trade and industry as regulatory -

rather than promotional in their

conceptualisation. The .two miain "

considerations  underlying the
regulatory character of the guidelines

were: (a) the Indian partners in the

joint ventures were to operate within a
tight regime of the foreign exchange
control and their operations in the joint
‘ventures could not circumvent these
regulations and(b) a greater degee of
Selectivity andrigidity was introduced

owing to many casualties among the -

jointventures caused by the successive
increases in the oil price during the

| seventies and the eighties. Apart from °

the regulatory character of the
guidelines, it was felt that these laid a

greater emphasis on the transfer and

trade of the technolog_y in use (import
of Indian machinery and equipment)

in which India’s technological skill .

was not as high as required. Moreover,
-due to bureaucratic formalities and
procedures, despite the fact the

Ministry of Commerce-served as a-
nodal point and provided a single

window clearance for taking decision
on all aspects of the joint ventufres,

and |

"some of the prospectl ve joint ventures

suffered a setback

Reallsatlon v :
These deficiencies have been

rectified to a large extent under the

new regime of economic reforms.

.Furthermore, there is also-a realisation
that,’by investing in the joint ventures,

the consequent creation of an Indian
base abroad, direetly or indirectly,
would help in boosting the exports of -
goods and services in addition to

_enhancing the level of export and

augmenting the foreign exchange
earnings. Besides this, the joint
ventures would also serve as an assured

source of imported raw material at a

lower cost ‘which the -country or a
company would have otherwise to
separately .import- from the other

_overseas manufacturers. Added to
these beneficial consequences, the new -

policy has some encouraging features
such as: formulation of automatic/
quick approval process; creation of a
special cellto monitor the joint venture

operations; 100 percent tax exemption

for repatriated earnings; permission
for equity participation in more than

. one joint venture; export of the Indian

second - hand and reconditioned
machinery towards equity contribution
of joint ventures etc. '

Deplte these facilities and beneflts
since the Indian exporters have to

operate themselves in a'competitive.

environment credted by the new
Industrial Policy, the experience of

- some Of the organisations like the

NRDC, CSIR, DRDO etc. in the field
of export of technologies can be a
guideline for the new entrants or even

“tothose who were unsuccessful earlier.

The NRDC, for example, has been
licensing, commercialising and

exportmgthemdlgenoustechno]ogles ,

Its basic charter involves technical,
commercial, and financial measures
needed for closing the gaps in the
innovation chain through which an

- _idea, an invention or a process is

‘like

- converted into a product in the market.
During the last one decade or so, it has
suocessfully exported a number of
indigenous technologies to: various
countries ‘such as Burma, Nepal,
Senegal, Malaysia, the Philippines,
USA etc. The technologies exported
included: the products such as gamma
irradiator and nasal filters; chemicals |
bentonite = and phenol’|
formaldehyde and processes like
electrochemical metallurgy and high
draught kiln etc. Some of the
technologies like the bottling of
coconut watet, handmade paper, paper

slate etc., are specifically meant to be

handled by women. The NRDC has
also entered- into the area of joint
ventures and anumber of technologies
for a variety of products and processes |
for export to Nigeria, Indonesia,
Madagascar, Vietnam etc.

During the period 1993-94, the
NRDC launched a new scheme for
small and medium industrialists with
the objective of encouraging them in
the process of converting their ideas
into commercially viable technologies.

" Inshort, the NRDC has geared itselfto

meeting the challenges of the new
economic reforms. ,

In the case of CSIR system, the
recent technology exports are valued
atabout US $3 million. The clients for

'the CSIR technologies/ services are in

the USA, UK, Brazil, Finland,

‘Switzerland etc. Broad areas of these

exports include: drugs and chemicals,

“catalysis, software for the use at

aerodromes, transmission tower testing
etc. o ' '

In the wake of the new industrial
and EXIM policies which seek to
establish a framework of globalisation
of India’s foreign trade with a view to
promoting productivity, modernisation
and competitiveness of ‘the Indian |
industry,.a dominent role lies ahead
for the S&T institutions especially for-
promotmgtheexportabletechnologles

YOJANA, AUGUST 15, 1994

25‘




A further eiaboralion of this fact is
attempted here.

Competitive Envnronment
The liberalised industrial Pohcy

(1991) would create more and more -

competitiveness among . the various
goods and services in order to have a
better share of India in the world trade.
| The .application of advanced know-
how plays a dominant partin this game.

For.this, a close linkage between the

national research laboratories and the
‘end-users, i.e., industries and markets,
is of much significance. To quote the
Eighth Plan document “quality
improvement in our products and
related cfforts- would increase: the
demand for the S&T not only in the
concepts and design but right through
the production; -testing, packaging,
transportation of goods and post=sale
activitics™. This applies to both low
and high technology sectors. The low
technologies which arc” mostly
applicable to rural scctor and are
| generally in the areas of agro-

horticulture, post-harvest. operations .
“and food preservation; fabrication of -

fow cost building materials elc., and
the high technologics are related to
coal. petroleum,’ pclrochemndls.
drugs, aviation needs, communication,
machine tools, power, irrigation etc.
These are to be enhanced further. In
the* high-tech sector,
development of globaly competitive
technologics should be the main
objective in view of the fact that these
would largely be dominated cither by
foreign - technologies,  licence
‘agreements and technical
collaborations or by the multi national
companies (MNCs) which are likely
to set up plants and other complex
infrastructure in India in their sectors.

Judicious Mlx

stated aboveé, while certain imports
form essential elements of the export

strategy, a judicious mix of the

however,the

“indigenous and imported technologies

would be necessary in the long run at

least in the high-tech areas. For

example, the import of capital goods
(of which machines and transport
equipment ~ form the major
components) serves dual purpose.

Firstly, it satisfies the immediate need -

to augmenting the indigenous
capability to produce consumer goods

,whlch may otherwise face a shortfall

(either in the export term or in the in-
house consumption). Secondly, itleads
to - progressive - technological

upgradation in the' long run. This,

however, cantake placs only when the
industry working on the imported
machinery “learns the detailed

_engineeringassociated with itand starts

improving upon theinnovations tosuit
the local needs as well as those required
by the ‘countries to which our
technologies are being exported.

Admi ttedly,.onc of the roles of S&T/

"R&D infrastructure in the country
‘should be tohelpthe mdustry tochoose -
. appropriate tcchnolo;,y and participate
‘in its innovation for achieving a cost-

effective solution. The programmes of

" the CSIR laboratories and the industrial

in-hous¢ R&D units should be oricnted
in such.a way that it meets the
immediate and direct needs of the
industry sector. The Technology
Information  Forecasting —and

* Assessment Council (TIFAC), under

the DST, has been ctablished to carry
out detailed exercises on the current
and future industrial technology

" scenario, vis-a-vis, on the role of the
Indian Scientific.and Technological -
“system in the process of acquiring
technologics for innovation and-

bringing the technological levels of
our industry to fill in the nécessary
gaps inthe technologies by conducting
in-house researches. This organisation

To achieve the goals on thc Imes'. should play an important role in the

process of economic reforms.

It would not be out of plac,e to
‘mention in the end that there is one

* area for which the policy of the Indian

government/industry needs re-
¢xamination, or in fact some
modification. Despite the fact that we
have a strong basc in the manulactum
of critical equipment and detailed.
execution of engineering projects in

the oil and power sectors, India is still

giving to foreign agencies a lot of

turnkey  contracts. including
consultancy under the restrictive

clauses in the operational sector.
Pcrhaips, it is time to take stock of the
capital goods sector and also the
consumer industrics sector in which |
only process technology through-
process licences from the parf tics would
be enough to make the domestic
industry scctor competitive orto make
itat parwith the international standards.

- Perhaps by, placing the entire project
inthe hands of a foreign giant may turn
~out to be counter productive. Therefore.

a close linkage between the industry
and the national laboratories seems an
iimportant need of the hour to work out
an MOU amongst them instead of

- giving-an outright contract of the

projects to a foreign firm on a turnkcy

basis.

In the present context  of

encouragingforeign investment in

India, itis really necessary to study the
extentto which the foreign enterpriscs,
which ‘could come either by way of
equity participation or as independent

-ventures, would use their own R&D

activity to substitute the Indian
innovations. Itis, infact, a matterto be
watched carefully. In any case. the one

- which goes on upgrading its
‘technology, an Indian or a foreign

firm, would surely win the race. 0

" The authors are Member and
Deputy Adviser, Planning
Commission respectively.

26'

YOJANA, AUGUST 15, 1994

-




Indothene-LL'

PAPER PRODUCTS
T PROJECT YOUR COMPANY’S iMAGE

— - gurds
T~ S ~ Covers

e 7 Leaflets

- Calendars
Brochures‘..

Waler Resmant |
- Termite Proof
I.ong lasting
- Tear Resistant
| | ~ Light Weight -
----- = L Mude in any Colour
o - Economical o
“Heat Sealable...

.................

o futhe inomaton contact:
' PLASTICS APPLICATIONS CENTRE

- Indian Petrochemicals - |
‘Corporation Limited

~ PO. Petrochemicals - 391 346, Dist. : Vadodara. ’
Fax: 0265 73163&73296 o

-------

uuuuu

TVADS.04019¢ L

SAVE TREES HElP ENVIRONMENT
~ USE INDOTHENE-LL PAPER

| YOIANA, AUGUST 15,1994 . = = Y.




Our products speak for themselves...

and for us. Pioneers and'leaders in
professional electronics in India. Meeting
‘the critical needs of Defence and other .
core sectors, for nearly four decades now.
Through our equipment, systems and
components. .

With an infrastructural strength of
9 factories, advanced production and
quality assurance facilities, skilled
workforce of 20,000 people and over
2000 engineers including 650 engineers
in Research & Development, )
Bharat Electronics manufactures a
broad spectrum of hi-tech products.

"+ Radars for Defence arid Meteorology

= Semiconductors, ICs, crystals, LCDs and

Product range:

. * Defence communication. - .
equipment in HF, UHF, -
VHE microwave bands

- * Telecommunication -
networks, radio,
multiplexing and
switching equipment -
and antennae 1

* Broadcast and -

TV transmitters and
studio equipment

Satcom terminals for Communication

and TV Networking

* Optical and opto-electronic equipment
* Simulators and software '

electron tubes — microwave, transmitting
tubes, X-fay, TV & monitor tubes -

For more detalls, write to:

Bharat Electronics Limited

(A Government of India Enterprise)

Regd. Office: ‘Trade Centre’ .
116/2, Race Course Road, Bangalore-560 001.
Phone : (812) 267322, Telex: (835) 8650 BE IN
Fax : (812) 268410

A K SWAMY/BB00 BE 5782 F 4
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Your service. We make products that
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your industry, and for the industries that
‘provide you with your basic needs from

.
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Bharat

Improving the world we live in.
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Forelgn Investment And
leerallsatlon

| Dr.'Malcolm S..Adiéeshiah

' LIBERALISATION is the term
being used to cover a wide variety of.
| reforms aimed at opening up the

various forms of- control such as

licences and permits as well as other .
| barriers to investment represented by

MRTP and FERA One of the

objectives of this reform programme

is to invite and _enlarge investment,
both domestic and fonelgn

Domestic Investment
" This opening up of the industrial
‘sector has led to large scale inflow of

domestic funds. One sign of thisisa -

report of the Industry Ministry of

'15,000 enquiries received last year for '
establishing industrial units. The other -

indicator is that as against the average

of Rs. 200 to Rs. 300 crore per annum

being'rais_ed in the stock market,

‘currently Rs. 2,500-3, 000 crore’ per
 annum are being raised-and yet the
.industrial recession perslsts,

economy. This involves removal of o - L
‘ ' A turn around is reported for the

lastquarter. A quick estimate prepared
by the Industry Ministry covers 24
selected mdustnes which account for
50 per cent of the group which CSO
uses for its detailed Index of Industrial
Production (I_IP). Among the industrial
groups so covered, the automotive

V'sector has recorded the highest output-
-ataround 23 per cent. The unorganised

cdecentiralis_ed textile industry has also
shown animportantimprovement with

-a growth of 22 per cent, while the mill.

otitpit has fallen by about 6.5 per cent.
The manufacturing: sector-which has
the highest weightage in IIP remains

subdued for most of 1993-94 but is -

1993. During much of February 1994
forwhich quick estimates areavailable, |
the sector grew by 7.4 per cent, so that | -
the growth during April/February, was |
2.9 per cent, as compared to ‘the
‘previous year’s 2.4 percent. As per the
use based classification of IIP, the |
Februa'ry growth was all round except
for consumer non-durables. The

"consumer durables recorded a high

23.7 per cent as compared to the
previous February, followed by

_intermediate goods 18.6 per cent,

capital goods 5.1 pércent, basic goods }

‘5.6 per cent, and consumer goods 2.5

per cent. The consumer non-durables
recorded a negative growthof-1.4-per

cent. For the period April/February

the growth was modcrate at 0 7 per

) cent.

Foreign Investment
" The o_p’enirig up of the economy has
also invited foreign investment. as

- . against the annual $200 to 300 million }
flowing in from abroad, currently

$2,000 to 3,000 million is coming in.
The government teports that, in |
contrast to its earlier indications, net
investment' by Foreign Institutional
Tavestors (FIIs) in the primary and

“secondary markéts have shown a-

recovery in May 1994. Net aggregate
investment by them crossed the $2.

‘billion mark in June this year. This

should be taken along ‘with the
clearance by the Cabinet Committee
on Foreign Investments at the end of
June for 5:proposals involving

“Rs. 3,157.25 crore. These projects

include setting up a rehnCIy at
Pondicherry, a Jomt venture by

“Modiform enterprise with Italian

collaboration, along. with® Ashok
Leyland to augment its foreign equity,
joint venture between DCM Toyota
and the Korean Daewo. However itis

“important that the contribution of

MNCs and direct foreign investment
should not be-exagger ated, as being
the means ofpul]m;: rindustry out of its

recession. In fact, the credit for pthnO_
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- | the country out of the mess it was in

1991 goes to the NRIs who count in

millions, the Indian exporiers who have -

explored new markets across the globe,
and the Indian companies who have

tapped over $2.5 billion from the Euro

market. Further over a third of the

foreign capital inflow is being held in-

short term. sceuntles Wthh is a
characteristic of hot money. The

Industry Mlmstry reports that the.

| enquiries from foreign investors
number. 2.500 as against the 15,000

enquiries reported from the domestic’

investors referred to earlier. - -

Further the latest (July) report of
the Industry Ministry, raises questions
about the official foreign investment
projections of Rs. 3 billion for 1994,
| This should be compared with the
Rs.- 8,205.72 crore of .foreign
investmentin 1993, which is over half
the total foreign investment since the

new policy was announced (during the -

period 1991-1994), amounting to Rs.
14,470 crore. The disturbing trend is
thatduring the firstsix months of 1994
foreign investment proposals have
-| amounted to only Rs. 1,312 crore.

In th]s the US which accounted
1 during the three ycars of the
liberalisation period, for almost one

third of the total foreign investment at -

- { Rs.5,452.62 crore, records a negative -
" |- trend in growth in the first half of 1994

at Rs.-573.39 croré¢ compared to
| Rs. 185 85crorein 1991,Rs.1,231.50

crore in 1992 of Rs. 3,461.88 crore in

1993, This reported decline of FDI

from the US if not reversed during the

second half of the year would be a
scrious dent in our FDI prospects and
scenario. Again despite several cfforts

by the government and business
community in the country and anumber
of vistis of business teams from Japan,

Japan has been almost a non-starter,
with investment proposals of Rs. 52.71

~crore in 1991 rising to Rs. 610.23
_crore in 1992 and declining to
‘Rs. 257.43 crore in 1993 and further to

a meagre Rs. 18.90 crore in the first

- half of 1994. In the case of the other -
small contributors like South Korea,

and Russia, there is the same trend.
The countries which ‘have steadily

“increased their investment proposals
‘are the UK, Germany, UAE, France,
- Singapore and Canada. Australia,’
Austria andthe Netherlands Jom inthe -

deelmm g trcnd

The NRIs firstinvéstment proposals -

in 1992 wereRs.439.13 crore, shooting
up to Rs. 1,043.31 crore but are also
reported on recording a decline-at Rs.
80.63 crore in the first half of 1994, It
is to be hoped that the recent meeting

of the India Development Forum in -

Paris which is the new name given to

the Aid India Consortium headed by
-the World Bank, with its strong
~endorsement of the liberalisation
“programme will help to reverse this
* declining trend of foreign investment

reported by the Industry Ministry. The

" Paris meeting of the Forum had 150
. prospéctive private investors of trade
_and industry who'advised that greater

attention needs to be paid to removing
procedural constraints to .timely

_investment . approvals. Areas that
_requireattentionin order to strengthen
India’s ability to compete for-

investment funds in international
market, were ‘also identified. In the
follow up meetings to this, being
planned by the government and private
sector in India, the suggestions made
should be filtered in relation to our

programme of liberalisation and -
prioritisation and quickly implemented °
" to reverse- the declining investment

trend noted above during the first half

of the year

Positive Features

The positive aspects. of foreign
investment are mainly connected with
the ‘technology and modernity that
accompanies it, Indian industry isnot |
only lagging in this area of modern

technology, but is also not’ gem,raung=

or adapting the fast growing

.technologies ‘in the non-energy- |
intensive, non-material-intensive

areas, for which we are still dependent
on foreign technology ' :

The other positive feature is that
foreign investment also relieves the

Balance of Payment problem of .the

country, because there is no problem
of repayment that borrowing from the
international money market orbl lateral
donors involve. :

A further advantage of foreign |.
investment hopefully is that it will.
accelerate the developmentofindustry, |

“and help overcome recessionary

tendencies. In this connection, Ishould

‘mention that one of the paradoxes of
the Indian economy is that the rate of

savings which is relatively high at
over 23 per cent to 24 per cent of GDP
over a two and a half decade period,
has 'not however . produced
commensurate industrial g growth rates.
This contradiction has been reviewed

in my ‘Mid-year Review of the | -

Economy, 'year after year, - without
being able to identify. the causes for
this lack of correlation between the
high savings rate and the low or

‘medium growth rate in industries. In

regard lo the primary industry;
agriculture and allied activities which'

‘have close links with rnanufactureré,
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‘there has been in the last five years a
disturbing decline in capital formation
and investment in that area. This has
attracted’ the attention of the World
Bank which notes the decline in the
growth of private investmentinitover

the years, from 2.8 per cent per year in

the 70sto 1.9 per cent in the 90s. The
‘Bank has identified the following four
constraints to account for this serious
developmenl

I. The decline in public mvestmcnl
m agriculture.

2. Implicit taxation of agncultunc
which lowers its profitability.

3. The curre_:ntpdlicy regime which
- discourages domesticagricultural
trade and private investment.

4. A number of acts and ordérs on

agriculture such as (a) universal
licensing requirement for whole-
sale trade, storage and process-
ing, (b) movement restrictions re-

quiring official permits to move,

- for instance, paddy out of Tamil
Nadu and Andhra Pradesh, (c)cold
storage restrictions, (d) ban on
futures and forward trading of ag-
ricultural commoditiesand - ()
public procurement through lev-
‘ies on rice and sugar. With the

opening up of the private sector to

include sericulture, aquaculture
and floriculture, arcas in which
‘the foreign investment can be and
~is being _deployed because -they
“are attractive to the foreign inves-
tor in terms of returns, there could

be a turn around also in the rate of

agriculmral investment.

_ { Problems

Foreign investments also present
problems.One problem with foreign
investment is that it has been attracted
through offering various incentives and
concessions which are not available to
the Indian investor. The most glziring
example of this is in the power sector,
where government has guaranteed a

16 per cent return to foreign investors.

The development of what s called the

~ Bombay Club and its main plea for a

level playing field arises from this

unevenness inthe returns toinvestment -

to the foreigner as compaled to the

_Indlan

A second danocr to bc guarded
against is that the foreign investor is
being mainly motivated to invest in

areas where the highest prohts canbe’

obtained, not paying much attention to
the country’s priorities. For instance,
the consumption goods industries, like
Coca Cola, Pepsi Cola, Mcdonnald,
and other fast foods enterprises are
rapidly developing with their
investment and technologies, to the

“neglect of investment in durable

consumer goods and most importantly
in the capital goods sector. On this,
even for the frame work of a free
market economy which liberalisation
represents, the examples of Japan and
Korea could be followed where
governments help in directing foreign
investment in the priority areas of the

. country.

A further problem. with foreign
investment which is already being
experienced is thatin certain new areas

like aquaculture as well as in traditional

areas like thermal power, serious
environmental problems are being
created in view of India’s fairly open
system .in regard to various forms of
pollution. Industries, including parts

“of them as in some pharmaceuticals
which are not permitted in the
industrialised countries of the West,

arebroughttoIndiaand endangerlives
and -credte serrious problems of
pollution of the'area, of water, air ctc.

This points to the urgency of the

government  in  undertaking
antipollution legislation and other
directives to safeguard
environment. ' .
Some Concluding Thoughts

The economy needs more
investment, both domestic and foreign.

the

While domegtic investment is
responding to these needs, Imcnﬂn

vmvcstment also -is béginning to

Iﬂ(,I'LdQC.

Everything can and should be done
to encourage this ‘trend, while
undertaking the necessary safeguards
against their ill effects and misuse, as
has been done by the East Asian |
economies including China which are |

attracting large amounts of foreign
_ investment but

under condition in
which'the governments overview and
the country’s safeguards are ensured.
In this matter,  for instance the
restructuring of the- National
Environmental Tribunal Bill 1992
recommended by the Standing
Parliamentary Committee should be
followed whithout modification. This
relates particularly to pollution caused
by any factor and not only when
hazardous substance arc involved. Itis
good thatthe original Bill’s restrictions
of not covering government agencics
causing accidents is removed. on the

- basis of the recommendations of the

Parliamentary Committee. This means

“that Central and state governments |

and their agencies will not be granted
exemption from the Bill’s purview.

" Foreigninvestmentcanalsobe used
for renovation and modernisation of
existing enterprises and. not only for
new projects. Fresh investment lor
green-field projects which are -also
needed require a gestation period of
four to five years. Investment for

- renovation of the existing projects will

reqmre less investment and a shorter
term than green-field ‘projects.- This

‘applies particularly to the somewhat

outdated power plants in which the |
state gOvefnments and theState |

Electricity Bomds arc hecavily

mvolved ‘ ‘ : a

“The author is Chairman, Madras
Institute ()f Development Studies,
Madras
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’ Treasurcs of Gwz

Swaying p.llms, miles of g g,oldm s.mds
lush greenery, an incredible cultural heritage,
magmﬁccnt churches, temples and monuments;.
~ aunique cultural synthesis of east and west,
a rare blend of yesterday and tomorrow. .
Such are the treasures of Goa.
Come and discover them for yoursclf. ,

Issued by:

- Directorate of Tourism,

Government of Goa,
. Panaji, Goa. -
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~ TOWARDS
lsf CENT RY

| A mulh -crore project has been |
launched for optimising Air Traffic. Control Services,
Air Space Mana gement and PasDenger Termmal Fac111t1es

‘ Highlight’s R -~ - m Coverage of the entire Indxan o
T “Air Space and Land Mass by
23 powerful modern Radars for

l Modermsatlon of Air Trafnc -
mrprm ed flight safety.

Services at Delhi anid Bomba\v

Airports with full automation. . B Installation of Qurtace Contrm -
® - Development of 12 important = N Rédarsi Voécgeggc.’ n'fm.umca‘lon
‘Domestic Airports as Model . -Control an Briefing

Systern for efficient and more

- rtsin t f Air Traffi
Airparts in terms of Air Traffic effective Air Traffic Control.

. - Control Operanons, Modern

Communication and - m Useof Satellite Technology for
. Navigational Services, efﬁaent . improved Air Traffic Services, ,
'Ground Safety Servicesand = - * .~ High Speed Data Communication,
‘excellent Passenger Termmal . Navigation and Search and
- Facilities. =~~~ ~ Rescue Operations.
g ﬁaﬁmﬁa mﬂm

- NATIONAL AIRPORTS AUTHORITY -~
The 1\/1a1nstay of Civil Av1at10n
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' KNOW
' PROGRAMMES

Expansion of area under‘coconut by providing new planting subsidy
* Establishment of Demonstration-cum-Seed Production Farms for
coconut * Setting up of coconut nurseries attached to the Demonstra-
’tzion,—C'L_lm—SeédiPeruE’tion Farms * Integrated farming in coconut
small holdings for productivcity improvement * Integrated control of
leaf eating caterpillar in Karnataka, Orissa, Andhra Pradesh, Tamil -
Nadu and Kerala * Trammg of unemployed youths in harvesting and
plant protection of coconut * Aid to research institutions to develop.
new technologies * Financial assistance to coconut . industries for
adopting efficient technologies *. Financial assistance to desiccated
- coconut units for introducing Agmark Standards * Financial aid to
artisans engaged in the manufacture of coconut based handicrafts *
Financial assistance in the form of loans for the revivial of rotary ; and
expeller units *, Financial aid to coconut farmers for the introduction -
of improved copra dryers for processing of coconuts into copra *
Grant-in- aid to registered co-operative societies and reglstered farm-
~ers' associations forthe construction of drying yard, kiln; storage shed,
etc. * Undertaking extension activities mcludmg publication of B '
periodicals and adhoc pubhcatlons in dlffenent languages. -

1

To know more . dbout t_hese 'schcmes, write to:

..~ . Chairman
"~ ' . Coconut Development Board
Government of India
~Ministry of Agriculture
Kochi - 682 016, Kerala

—
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-IT was during the decades of forties
and fifties when most of the -Third -

World countries, having achleved
independence from the colonial rule,

found themselves in a position to glve
some concrete shape to the pursuit of
their aspiration for development. The

underdeveloped countries at that time -

had, behind them, the experience of
" economic decline spread over along

period of time, mostly under colonial .
exploitation and economic stagnation -

before that. These countries also had -
seen the advantages of technological

advancement and industrial revelution
which really gave military and
economic strength to the colomal
powers

It was natural to expect that gwen '

the freedom of managing their own. -

affairs these countries could also
achieve industrial and technological
advancement. The Soviet revolution
was another- experience to look at.
While a complete revolution of that
type was not always welcome, the
strong role that “Planmng ‘could play
in turmng the tides of economic
fortunes was seen from the Soviet

example. Inkeeping with these trends, .

thinking -in economics. was also

undergomg a change. Economics -
which was earlier concerned with'
‘equilibrium processes, tradecyclesand -

| natural growth processes, started
1 paying attention to problems: of
development. Development was

Tightly conceived as different from
“natural growth. It was defined mostly
| as human and social development

| conditioned by economic prosperity.
The First Five Year Planof Indiaclearly
| stated that the central objective of
planning in India at that stage was to

initiate aprocess of development which
would raise living standards and open-
out to the people new opportunities for:

richer and more varied life. The First
Plan recognised that the problem of
development of ‘an under-developed
economy was one of utilising more

_effectively the potential. resources

available to the community and it was

this which. involved economic
planning. Planning was to be viewed

- as an integral part of a wider process
aimingnot merely at the development
of resources in a technical sense but at
the development of the human
facultles

Models

A variety of models of deve]opment-

.were thought out, which collectively

formed a rich body of literature on.

economics of development. The
emphasis at the core of these models
was “accumula'tion’f (i.e., savings and
éapital ~ formation)

“modernisation” (technological

upgradanon and industrialisation). It -

was also perceived’ implicitly or
sometimes stated more clearly that in
order to give a push to the process of
accumulation and modernisation and
in order to shorten the time period
“involved in- the complete

-transformation of the economy, the:
State had to take initiative and play a -

major role in the process. States’
initiative and rolecould only take shape

‘Market And Planning

Prof. S.R. Hashim

~and

under a planned framework of
development. -

Primacy was given to.State’s
initiative mainly in view of the initial |
conditions which were characterised
by undeveloped markets, undeveloped -
institutions, absence of basic
infrastructure  and - lack = of
entrepreneurship, etc. The-process of :
development just could not get started
on its own under these circumstances, -
and hence the State had to play a major
role in bridging these gaps. This was

_the beginning of the justification of

State intervention-in natural workmg ‘
of the market. ’

Preventmg Dualism ‘
‘Most of the underdeveloped

countries hadinearly stages this feature

in common: miserable existence for a

‘large majority of the:people and |

affluence of a few. Due to the vast gap |
between asset holdings, knowledge
and experience between the poor and
the rich, and between the rural areas in

general and a few urban centres, '
whenever and wherever attempts were
made to. initiate developmental

J
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activities or ‘create new economic
opportunities, only those who had
training in deriving benefits from such

opportunities i.e., the affluent class,
took the advantage and the benefits

were confined within narrow circles.
This created dual structures in society.

~ | Inorder to prevent the perpetuation of

“dualism, it was thought, attention had
tobe paid to income distribution. Land

reforms, and reforms of tenancy system .

‘were the first major thrusts. Later on,
more stringeni measures of i imposing
ceilingonrural land and urban property

were also legislated.” Prevention of .
concentration of income and wealth
became another .goal to be pursued

through public policy.

To start with public sector was .-

percerved as one which could make up

forthe missing ingredients i in growth, -

i.e., infrastructure, capital-intensive
-production of'c'apit_al goods, financial
and other institutions, research and
technology etc. Later on, income
distribution
¢oncentration of economic powerand
wealth) became an important

justification for the public sector. This
led to a spate of nationalisation
measures. Nationalisation ~of  the.
scheduled commercial banks in 1969
was a land mark in this process. -

(prevention ~ of"

Income distribution as an objective

in the plans had always remained

vague. There was no clearly laid out
strategy. either to reduce the gaps
between the low and the high levels of

income, ortocnsurea“mmlmum level”

of ltvmg This madequacy was
perceived durin gtheearly years of the
Third Plan, and a workmg group was
set up by the Planning Commission to

work outa “minimum level of living”.
Quantitative implications of achieving
this target were also worked out. But
in the wake of “severe economic

dislocations dunng 1965 and 1966 it -

was forgotten

: Poverty Alleviation .
Durmg the late sixties and early
seventies, a number of studies came

out with quantification of the incidence
of poverty. Poverty a‘_lleviatioﬁ targets
and programmes were given increasing
importance in the subsequent plans.

The programmes were mainly of two

types: employment generation through
rural works and enabling the poor to

-acquire productive assets through loaris o

and subsidies. These programmes have

acquired high political importance due
to their mass-reach and their visibility.

This role of the State and planning has

~come to acquire. a ‘more popular '
. acceptance.

Socialist Pattern »
A  re-enforcement of

attempted” in the Second Five Year
Plan Document when “socialist pattern
of society” was defined for the first
time. The document stated that
esséntially the phrase “socialist pattern
of society” meant “that the basic
criterion for determining the line of

advance must not be private profitbut .
_ social .gain, and the pattern of

developmentand the structure of socio-

economic relation should be so planned

that they result not on]y in appreciable

increase in nattonal income and

employmentbutalsoin greaterequ ality
inincomes and wealth.” This statement

might not have substantive impact on
‘income distribution as such, but it
continued to have an impact on the

approach towards. the evaluation of
need and performance of public sector

investments. In fact, much of the early

discussion on public sector pricing
policy was based on the idea that the

’ pubhc sectorought nottomake proﬁts

- of these forms

the
- distributional objective had been

It was. in this 'background’ that-
Planning ‘in India adopted a mixed

- strategy of working through the market

intervention. However, market
intervéntion took many forms. Some
resulted -into
inefficiencies and waste of resources. |-
While some others " succeeded
reasonably well in achieving the
objectives.

Planmng Interventions -
Two broad indicators are generally
used to indicate the extent of planning

intervention in the market economy.
One is the share of public sector in
capital formation, and the other is the
share of public sector .in ~domestic
product. Neither of the two is an-exact
indicator of the extent of planning
intervention. A large part of capital
formation in the public sector is for
laying down the infrastructure like
roads, irrigation and communication
systems, etc., benefits of which accrue-
to private producers without paying a
cost commensurate to the benefits.
This type of infrastructure in fact
expands the scope of the market and
facilitates its working-and hence it can
hardly be called intervention. Share of
public sector investmerits in transport,
communication and energy sectors is

very high. (Table-1). Ontheother hand

the State (or the Planning authority)
alsointervenes with the working of the

‘market through fiscal policies, price

controls, licensing of economic
activities, etc., whi'c'hvdoes‘not get
reflected in the public sector’s share ifi
production. Subject to these
limitations, share of public sector in
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Table-1

. Sectoral Investment during the Elghth Plan (1992-93 to 1996-97)
) (Rs crore at 1991-92 prlces)

as a broad "indicator of extent of

“planning intervention.

Table-2 shows that share of pubhc ’

. sector in total investment in the Sixth

.. Plan was the highest (nearly 55%),

SL.  Sector - - P_uvbli'c:v- Private - . Total Share of Sectoral
No. ’ : Public Distribution
. Sector
in Total
Investment
. by sectors
‘ (%) -
2 3. 4. 5. 6. 7 8. 9.
|. .Agricolture 52000 96800 148800 - 34.95- 1524 . 1123 18.65
2. . Mining & S _ ' . .
Quarrying 28500 11100 .~ 39600 7197 6.06 670. . 496
3. Manufactuiing - 47100 141300 . 188400 ©25.00 2360 2600 2361
4.  Electricity, Gas ’ - S . : :
. & Water 192000 10120 102120 ~ 90.09 1207 - 13.65 "12.80
5. . Construction a 3300 17240 20540 16.07 273 - 1.86 2.57
6.  Transport 49200 38710 87910 5597 9.42 9.93 . 11.02
7; Communication =~ 25000 ) 1000 26000 96.15 .50  .2.03 ‘ 3.26
8. ‘Services 63900 '120730“184630 61 29.38 28.60 23.13
Total - 361000 437000 798000 4524 - 100.00 ~ 10000 - 100.00

Note: Sixth & Seventh Plan ﬁguree are calculated at 1980:81 prices..

Source: Govemment of India, Planning Commlsslon E:ghzh Five Year Plan (]992 -97). Vol. L, p. 55

Tablé-z

.

Share of Public Sector in Gross Domeshc Capltal Formation and Gross Domestlc Product
- at Factor Cost
) i (At current prices)
Atthe End of % of Public % of Public
Sector to . Sector to
- , Total GDCF . Total GDPfc
. First Plan (1955-56) - 3397
2, Second Plan (1960-61) 45.20
13 Third Plan (1965-66) 45.09 1228
4 Annual Plans (1968-69) 4197 1263
5. Fourth Plan.(1973-74) 40.20 14.07
6. Fifth Plan (1978-79) 40.79 1870
7. _Annual Plan (1979-80) 46.82 1973
8. Sixth Plan (1984-85) .54.87 23.57
9, - Seventh Plan (1989-90) 41.51 2713 -

GDCF=Gross Domestic Capital Formation’

GDPfc=Gross Domestic Product at factor cost.

Source: National Accounts Statistics, Central Statistical Organisation, India.

© private

~otherwise it has generally remained at

less than 42 per cent except during the

- Second and the Third Plans. The-Sixth

Plan did invest more in infrastructure,

_ particularly energy and transport, and

this is one important. reason for
generating higher GDP growth during
the eighties. Contribution of public

sector to GDP has been growing—

from alittle over 12% in the Third Plan
to -over 27 per cent in the Seventh

‘Plan. Thus, nearly three-fourth of the _ 2

productlon does take place in the
sector. However, - the |
production activities in the economy
has been widely ‘governed by tariff
rates, administered prices of essential
inputs- like power, petroleum, steel,

. etc., and industrial llcensmg and other
' controls :

" Forms OfInte’rventions

Planning for development implies
taking an overall view of social
compulsions and needs, . resources,
constraints and possibilities, and
chalking out a path of productlon and

" humandevelopment for the country as

a whole. Indian Plans have always

~done this. However, when it comes to

adopting instruments for achieving
those goals, there are. many
possibilities. Instruments, in fact, are

© planning interventions, and'these can

take various forms. The- Indxan,
planning process is a mixture of,
broadly, the following forms:.

~(a) Direct State participation in

production-activity.

"(b) Directing the economy through |

regulatory  * mechanism—
licensing, controls, régulation of
‘financial institutions, fiscal
. policies and other regulatory
p011c1es

38
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(¢) Giving dlrectxon to the economy
- indirectly through creation of -
facilitating env1ronment and
incentives.

Investmentin human resource and
m1mmum needs.

)

(e) Investment act1v1ty, expenditure

or allocation of funds a_imed_ at

protecting the relatively weaker
sections or weaker regions,

Production And Regulatory
Mechanism
The Second Five Year P]an was

more explicit, both on the development.’

strategies for the nation and the
instrumentality of achieving it. What

.was. perceived then dominated the

working of Indian economy for the

next two and a half decades. The

Second Plan accorded high priority to
industrialisation and especially.to the
development of basic and heavy
industries. A large expansion of public
enterprises in the sphere of industrial
I and . mmeral development was
envisaged. Heavy industry, oil
exploration, coal and atomic energy
were .given priority. The main
responsibility for these programmes
‘was given to the Central Government. -
A new Industrial Policy Resolution
was adopted in"1956. In accordance
with this policy, the public sector
entered into direct production activity
in a broad range of industries—steel

machinery, defence equipment,

chemicals, petroleum products,
shipping and aviation and road
transport operation and even the
‘production of consumer goods. The
‘increasing share of public sector in -
production sphere can be seen from

the following:figures o_f public sector

share in total gross value added from
"the manufacturing sector.

- Failure In Production

It is generally agreed now that the

- public sector has not done well in the

production sphere. Barring a few

* exceptions, public sector failed to -

generate its own resources, maintain a
reasonable growth rate, productivity

-and reasonable degree of efficiency.
. Inefficiency of public sector in this

sphere had implications for the

inefficiency of the economy as a whole. -

Reasons for inefficient performance
could be many. The basic strategy of
going in for heavy industries and basic
processing at the initial stages of

development has been questioned.

Many of the successful cases
(countries) are those which started with
assembling.and final processing arid
slowly moved towards basic
processing which requires much hi gher

-‘technological input. Constantly

updating the technology -apart from
the availability.of technology requires
fastrate of obsolescence which a capital
short economy can ill afford. We
lagged behind ‘in technology in all
those industries which requ1red hlgh
technological inputs. '

Even more important reason for
failure of the public sector in
production sphere may be its inability

1960-61

1969-70

' '1989-90

Share of Public
Sector in
Manufacturing’
Gross Value .
Added
_(Percentage)

2.49

849

1979-80

T 42.00. T 182

vvfor self—evaluatlon in respect of costv
_andefficiency. The administered prices

for inputs and outputs, in course of

-~ time; distort the evaluation of costs
-and profits. This tendency is further
_strengthened in -a monopolistic

environment and under high degree of
protection from foreign trade.

Public sector enterprlses have also’
been stiffled for lack of autonomy in
their oPerations and accommodations
that they had to make towards political
and bureaucratic demands. The idea
that “the public sector ought not. to
make profits” re-inforced the
dominance of objectives other than-
purely commercial objectives. A few
enterprises in the public sector which
performed well, like HMT, happened

- tohave more competitive environment
“and also a higher degree of autonomy

in their working. -

The regulatory mechanism also
expanded overthe years. The principal
instruments of policy were an elaborate

industrial licensing framework under

the Industries Development and

‘Regulation Act of 1951, a protective
foreign trade regifme, the Monopoly
and Restrictive Trade Practices

(MRTP) Act which became effective
in 1970, the Foreign Exchange
Regulation Act of 1973, etc. There

-~ was also a separate policy of

reservation for certain lines of
production in small scale sector, This
policy regime resulted into barriers to
entry,. protection from foreign
competition, restrictive hurdles, and
generation of rental income for some.
Thus the regulatory regime came in
the way of achieving the growth

potential of the economy The

industrial sector was supposed to be at
the “base of modernisation -and-
transformation of the economy. Its
growth remained very low. However,
public sector participation in industrial |
activity did help to create a diversified
industrial base, gave opportunity for.
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inducement to the development of ‘a
| large size of technical and skilled
| manpower.

Facilitating Envnronment

. A very important role. that the
'process of planning and the public
sector have performed affecting large
segments of the economy is giving

direction to the economy indirectly

through creation of facilitating
environment and incentives. This has
broadly included the following:

| (a) Credtion of infrastructure to
facilitate production and trade—
mainly transport, energy,
communication and irrigation.

Creation of institutions to facilitate
producnon and trade—specml
financial in'stitutions,

(b)

coopcratives, regulated markets,

institutions to disseminate

mformatlon and technology, etc..

(¢) Special - arrangem_e_ms for
production, supply  and
distribution of crucial inputs—

essential raw materials, essential

minerals and metals, power and .

petroleum, seeds and fertiliser; etc.

_(d) Research and technology
development and  its
~ dissemination. i -

" The ‘physical in‘f'rastructuré,

particularly in the areas of energy,
transport, communication and
irrigation has largely been a creation
of public sector. Nothing has helped
development as much perhaps as the
“provision of physical infrastructure.

Similarly, public sector has been
responsible for evolution,
strengthenmg ‘and expansion of
financial ‘institutions. After
nationalisation of banks in 1969 large-
scale expansion of bank branches took
place in rural areas. A number - of
specialised financial ‘institutions’ for

industry and agriculture were -

instituted. Special arrangements for
easing the supply of essential inputs
were made fromtime totime. Particular
attention, after mid-sixties, was paid

toagriculture sectorinrespectof supply

of seeds, fertilizer and power.
Government sponsored research or
research by government sponsored
institutions  (like agricultural
universities) took a leading role in
adopting the high yielding varieties of

“seeds to local conditions and in
» dlssemmatmg the results of such

researches.

Achieving the targets by ivndirr’ectly
leading the economy along a desirable
path through creation of facilitating
conditions has been more successful,

wherever practised with a clarity .of .

goal -and objectives. Two good
examples of success in this line are: -

(a) Success in achieving good rates

of domestic savings.

(b) Successinachieving relativeself-~

sufficiency in food production.

Domestic Savmgs '
As stated earlier, accumulatlon and

modernisation constltuted the basic

paradigm of development from the

'very begmmng in India. And hence

domestic savings were emphasized
from the very beginning, even when

the average levels of incomes were
very low. It is not just incidental that
- India today has a rate of domestic
savings at more than 21 per cent of

GDP, whereas most of the developing
countries in- similar income’ brackets
have half that rate or less. In 1950-51

- rate of domestic savings in India was

10.4 per cent, of which the household

© particularly bad. Government savings

- . ffood production and food management,
" has been another success story of Indian

“were being supplemented by imports,
. was also growing at a higher rate than

‘conditions of famine with ditficulties

sector was saving 7.7 per cent of GDP.
By 1988-89, the rate of domestic
savings was nearly 21 per centand the
household sector was saving . 17.5 per
cent of GDP.

This was achleved in earlier years
by constraining the supplies of
consumption durables. and through
expansion of financial institutions,
financialinnovations and extension of

incentives (tax concessions &tc).
During the eighties the government
performance in savings had been

had turned negative, As a result; for
sometime during the eighties the
savings had plateaued around 20 per
cent but there has been a rise again
during the recent years. Household
sector continues to improve its
performance in savings. .

Food Production |
Indian agriculture, particularly the |.

planning. Agriculture as a sector had |
been emphasised from the very
beginning of planning in India simply
because of food requirements and large |
masses of people directly subsisting
onagriculture. However, food supplies

quite abitof which was on concessional
terms. In the meanwhile, population

expected. Due to the severe droughts
of 1965 and 1966 and the prevalent

in the availability of imported food,
the country was jolted out of its
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complacency on this account. A major
thrust to- agricultural planning was

given in the Fourth Five Year Plan

(1969-74).

" The Intensive Agricultural District

Programme (1960-61) and Intensive

“Agricultural Area Programme (1964-
-65)had opefate_d within the limitations
set by existing crop varieties. which
had relatively low response ‘to
} fertilizers. A major change occurred
with the introduction of high-yielding
varieties. The Sixth Plan (1969-74) set
outthe following elements of a strategy
forintensive agriculture:

(1) Coordinated research in respect
of all imp‘ortant crops. -

(2) Continued expansion of i 1rr| gatl on’

facilities.

3) Improvement in the utilisation of
exustmg irrigation potential.

(4) Expansion in the supply of teml-‘ :

izers, plant protection material,
farm machinery and credit.

Intensive efforts in selected suit:

| ®

Improvement in agricultural mar-
keting system in the interest of the
producer along with assurance of
minimum prices for major agri-
cultural commodities.

(6)

Agricultural research was accorded
an important place in the plan. The

Indian Council of Agricultural -

“Research, which W_as an apex
‘organisation for  sponsoring

| coordinating and directing agricultural

able areas for raising the yield
levels of major commercial crops.

research was reorganised. A multi- . .

disciplinary and coordinated approach
to agricultural research was adopted.

Special attention was paid to
multiplication and distribution of
improved seeds.  Supply and
distribution of fertiliser formed a
special component of the Plan.
Similarly, attention was paid to

-agricultural credit and agriculture

marketing.

_ . Theroleof minimum support prices -
in facilitating agricultural production
- was recognised. The following

principles of pncmg were endorsed:

- (1) The announcement of prices
. .should be made well before the.

sowmg s¢ason.

(ii) Inorderthatguaranteed minimum
support prices may help in creat-

ing'a favourable climate for long- .

terminvestment, the prices should
be fairly stable over a long period.

(iii) Government should provide wide

publicity to the minimum support
prices and to the effect that it will
be prepared to purchase all the
quantities offered to it at those
prices. :

(iv) Adequate arrangements would be
made at important markets for

making purchases at the support

‘prices whenever the ne,eds arise.

These principles are stlll belng‘

followed

Elements -of agricultural planning -
_have been strengthened over the years.

During the course of the Seventh Plan

~ a Special Area Action Plan (after the
“drought of 1987-88) was launched,

and another extensive programme of
Agro-climatic Zonal Planning was
launched, whichis going into elaborate
evaluation of problems and potentials

- of agricultural development of each of

the agro-climatic regions of the
country.

. The procurement at declared prices
and buffer stocking has helped in
stabilising production of major food
grains on the one hand and avoiding

- food scarcity and food stress in years

of monsoon failure on the other. A
very severe drought of 1987-88 could

- be faced without severe shortages of

food and without dislocating the
economy in general.

While population in India has been
growing at the rate of 2.1 per cent over
the last 40 years, growth in food grain
production has been maintained
between 2.75 to 3.0 per cent. The rate
of growth ‘has lmproved durmg the
later yeéars.

Agricultureis anexcellentexample
of achieving goais through creation of
facilitating environment rather than

-_direct control and fiat. Millions of

peasants make their own investment
and production decisions, but their
behaviour is guided by infrastructural
facilities, type of seeds and inputs

“available and the prices they expect.

Human Development Goals
In a certain sense, human

Idevelopment is the ultimate goal of

society. The ‘Eighth Plan gives top
priority to this objective. The main
elements of this objective are: |
employment generation, population .

control, literacy, education, health,
drinking water and provision of
adequate food and basic infrastructure

_for congenial living. Planning has,

through public sector investment and

- expenditure, performed a crucial role

in this area in the sense that whatever
levels of health, literacy, education
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etc., have been achieved at the given
low levels of income would not have
‘been possible without public
intervention, Example of Kerala within
the country and Sri Lanka in the-
neighbourhood of India shows.
that with careful planning and public
intervention, excellent results can be
‘obtained in this sphere even with
moderate levels of income, which
| would perhaps not be achleved in an
unplanned environment even with
higher levels of income.

As mentloned earher there are large ‘
sizes of plan programmes for poverty
alleviation and - generatron of
| employment. While, there is. much to
be desired in their 1mplementatlon ’
independent evaluations do show that

these programmes have benefited the

‘poor to a large extent.

Conclusion

‘The failures - of ‘planning

interventions have been more glaring

where the State participated directly in
productxon activity. The consequences
for the health. of the economy have

been even worse where the State tried |

to achieve its social goals through a
regime of controls and fiats. However,
reasonably good and successful results

- have beéen obtained where the State.

has played a facilitating role. The

facilitating role is performed by
* creation of conditions and environment

which will guide the private investment
and production decisions along the

“socially desirable lines.- Functioning

‘the necessary human,

of ‘a free market .is essentidl for
evaluatlon of efficiency.-

Plannmo is, however needed for

' creating along-term vision of séciety

in terms of social and human
deve]opment and also for building up
social and
physical inf; rastructure in order to lead
society towards that goal. Thisinvolves
protectionof ecology, regeneralron of
environment and management. of
natural resources and technology. It
alsoinvolvespayinga special attention

to people and regions with relatively
‘more

inadequate levels = of
development. .- 0

The author is Principal-Adviser,
_ Planning Commission. |
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- A strong commitment

o

“NMDC has been in the forefront of

exploring and developing mineral deposits

in the country since 1958, for meeting the
demands-f Indian Industries, :

-~ Today, it operates 4 fully mechanised

- open cast iron ore mines to produce over
10 million tonnes annually, for catering to
the needs of domestic steel sector as well as
foreign commitments. It also produces tailor-.
made Calibrated Lumps for D.R. Plants i
India and abroad. N .

To keep pace with the growing domestig

needs, NMDC has set for itself the target of

 producing about 25 million tonnes of iron
ore.by the turn-of the century.

_ Besides, NMDC is also planning to
- produce high grade Dead Burned Magnesite
" -and limestones for steel industries.

" to the steel sector.

- NMDC’s thrust on R & D has resulted in -
converting Blue Dust hitherto considered as
a waste product - into value added products
like Ferric Oxide, Ferrite and Iron powder .~

NMDC - A name all steel manufacturers -
remember for their basic needs. '

National Mineral Dévelop_metit

- Corporation Limited |

[A Gowt. of Indha Enterprse)

10-3-311/A, Castie Hills, Masab Tank, Hyderabad-500 028. -
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- It takes many strz’ngss" y

an enduring composition.

Zz

-", An organisation with a 130 year his'tdry
of unusual diversity ... 2 multi-divisional,

" is supported by 11 technical

* of the 21st century. At the heart of this

- Andrew Yule Group. - ' , A
: . ’ ) P _ S 8, Dr. Rajendra Prasad Sarani Calcutta 700 001

to orchestrate %

. -

iy e BELTING

multi-product conglomerate backed by
the Gowt. of India. The vast experience
and expertise of its trained manpower
collaborations with world leaders in 7
countries. _ St h ,
Ambitious investment and growth plans [ C S
are on the anvil to meet the challenges THE ANDREW YULE
| GROUP =

Many Technologies - One Name

PROJECTS

synchronised orchestration is the -

. CClAy-1/92

i

-
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PORT OF MADRAS

YOUR GLOBAL LINK TO WORLD MARKETS

* A umque Port with 24 alongs1de berths with fac111tles for handlmg all types of cargo.

* Trafflc handled derg 1993 94 15 26.54 rmlhon tonnes.

* Most modern, dedlcated Contamer Termmal to receive even 4th generatlon container vessels

= Dedlcated termmals for D1y Bulk and Liquid Bulk

* Offers Berth_Reserva;ion Scheme for‘- c‘ontainer lines offering guranteed throughput.

* Paves way to mainline-Confainer oper‘ators with the r'elaxation of Cabotage Law.

* Offers excellent facﬂlty for 1ntermodal transfer of contalners and commumcatlon hnks w1th the

Users.

* A Port com’m_it_ted for efficiency through innovation and continuous modernisation. .. -

* Providing safety and security to vessels on arrival.
% This and all other shippers' demands at cbmpetitivé rates’.'

- | % Customer care and Cargo care is the motto.

THE EASTERN GATEWAY IS OPEN IN SOUTH OF INDIA

~ WALK THROUGH
Telex :0418331  ©  Madras P_O,rt_Trust-
Fax :044561228 ~ RajajiSalai .

- { Grams : PORTRUST - MADRAS-600 001

" Phone :
(44) 560151

(44) 562201
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. Prlvate Sector
A Slgnlficant Partner In Progress

Dr. Bansi Dhar

THE economic history of modern
India began with the First Five Year
Plan. Given thé political and economic
scenario, it was felt that the best
approach to development would be a
socialist pattern of society with the
focus on State led growth. Accordingly,
the commanding heights of the
économy were reserved for the public

sector. As per the industrial policy .

resolution of 1956 industries were
licensed and any entrepreneur in the
private sectorhad to firsttake alicence
before he could proceed with business.
Licensing arguably was designed to
ensure that there was no-wastage of
resources as the State was supposed to
be thé best judge of demand and supply
conditions. In this scenario the outlet
for growth in the private sector was
limited. In fact, it goes.to the credit of
theentrepreneurs thatthe private sector
began taking shape, although on a
]1m1ted scale, right from the day one.

The pubhc enterprises were built
up both under- central and staté

large portion of the industrial base,
technological capabilities and stock of
human capital. There are about 1,000

pub]ié sector units of which roughly

700 are under state governments, the -

rest are in the Central sector. Even as
of now public sector enterprises
contribute the entire output in the case
of petroleum, lignite, copper and over
90 per centof coal. They also contribute
more than 50 per cent of steel and
alcohol and about 1/3rd of fertilizers.

It was, however, realised that the

over dominance of public sector would -

be detrimental to rapid
industrialisation. In fact, in the First
Five Year Plan itself it was felt that
large private investment was inhibited
by the uncertainties arising from State

“ownership and management and the

control -and regulation in the private
sector. These fears were allayed to an
extent by the Industrial Policy

Resolution, 1956 but the stop-go kind -

of situation which prevailed till 1968

and then amore stringentmove towards

socialism following the nationalisation

of banks impeded the dynamism of -

_ . . private sector.
governments. Today, they comprisea - '

Slow Growth

Lack of competition, increasing-

bureaucratic style of functioning and

lack of profitvmot»iva’tio'n led to slow
growth of public sector. The Indian
economy slowly started becoming high

costand the capital output ratio started | -

climbing up. The increasing emphasis
on autarchy under the garb of self-
reliance further led fo uncompetitive
production. Quality suffered and as a
resultconsurners had to pay high prices.
Bearing testimony to this theory are
the comparative ‘growth rates and
productivity levels of countries like
South Korea, Taiwan, Japan, Hong
Kong and later on Malaysia,
Philippines and Chinain Asiaitself. In

fact in 1960 South Korea had a per

capitaincome lower than that of India.
By 1992, while India’s per capita
income had inéhed towards $ 310,
South Koreaenjoysa percapitaincome
of over $ 6,700.

‘Thisdifference came about becéu se
of the different economic policies
followed. South Korea from 1960 itself

-had a market and export oriented

economy. It was ableto take advantage
of the growinginternational trade. The
need for export required international
level of competitiveness and thus
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.

“continuous upgrading of technology.

South Korea addressed itself to these .

crucial issues. In a nutshell, instead of
binding its economy through tariff

barriers, itlet loose the entrepreneurial -

skills and spirit of its people through

’ well directed market oriented policies.
The results tell their own tale and there
is no room for doubt that an open
economy with a vibrant private sector
and with hea]thy competition mtcmally
and externally can do wonders.

Statistics reveal that in 1960 India
was the 12th largest contributor- to
‘global "industrial production and
contributed 1.1 per cent of the total
production. In 1980, India as a
contributor to global production in
industry stipped to the 22nd position

accounting for only 0.9 of global
{ production. This phenomenon can be
‘basically attributed to the declining
performanceof the public sector which
was the only producerin the core sector.

The poor performance of the public
sector undertaking in India is also
rcﬂccted in the abysmally low return
: onlnvestmenl The growing monopoly
' of public sector units 1éd to the decline
in their efficiency and consequent
| increase in the capital output ratio
| resulting in reduction of profits and
capital available for reinvestment. By
1987-88 the net fixed capital in

| factories was around Rs. 48,000 crore .

in the public sector and Rs. 23,000
crore in the private sector. The point of

concern is that addition to gross value _

of output was only Rs. 45,000 crore in
the public sector while it was Rs. 92,000
crore in the private sector. i.e. more
than double at half the investment.

- The net value added also was Rs. 9,600

crore in the public sector as against
nearly Rs. 16,000 crore in the private

sector. Although, public enterprises
~were fulfilling social objectives but

the ‘cost involved was substantlal as
the return on investment was minimal

_andin facteventoday it is only around
- 2.3 per cent.

Review Of Industrial Policy
It made sense to review the earlier
industrial policy and redefine the role
of public sector in India’s socio-
economic  development. ' The
experience of other countries in similar

 situations helped Indian Government

to re-orientits policy and streamline in
such a manner that private sector has
been given a major role to play. As a
result, investment of public sector

shows a humped curve signifying that -

the share of public sector in total
investment has begun to come down

-with the private sector increasing its
share. The public sector accounted for

54.6 percentage of total investment
during the Second Plan with the private
sector accounting for the remaining

.45.4 percent. The public sector’s share

increased to 57.6 per cent in the Fifth
Plan, since then has been declining
and now stands at45.2 per cent during
the Eighth Plan, whilethe private sector
share has been gradually increased to
54 .8 percent. Thus, we see that between
the Second and Eighth Five Year Plans,
the percentage of investment between
the public and prxvate sector has been

_reversed.

Accordmg to available statlstlcs
major investment projécts in Mining,
Manufacturing -and "Electricity in
respect of which investment decisions
have beentaken for 1992-93, thepubhc

sector accounts for about 44 per cent

of the total investment and private.
sect0r41percent Theremaining being
in the joint sector.

The Indian Government undertook
several measures torelax and liber alise
licensing provisions in the 1980’s in
the wake of external oil price shocks
of 1973 and, 79 which drove home the
point for enhancing the productivity

and efficiency of the private sector.
" These measures included automatic

growth of installed capacity at the rate
of 5 per cent per annum above the
authorised capacity in 15 engineering
industries. But these concessions were
hedged with restrictive provisions.
However, the policy of giving freer
reign to private sector continued
through the 1980s. The Indian private
sector did, respond to these policy
changes.

India’s industry grew at an average
annual rate of 8 to 9 per cent with
significantexpansion of private sector.
The-economy achieved a growth rate
of 5.2 per cent during the 1980’s as.
against an average growth of 3.5 per
cent in the pre(,edmg decadus

The guH warin 1991 broughtIndla $

. economy: to ‘a virtual standstill.

Economic growth slowed down to

‘almost zero. Industrial growth turned

negative. Inflation picked up.
Consequently lmports were squeezed
and a restrictive monetary ‘policy
adopted which further enhanced the
recession, The economy came to- a
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point’ when its forc1gn exchange
reserves were down to equivalent of
“two weeks of imports. Its international
credit rating was lowered. It was in
this background that the current phase
of revolutionary economic reforms was
devised and implemented. The public
sector is being pushed back. It has
- been reahsed that private enterprises
in anenvironmentof amarketoriented

economy characterised by healthy

competition is the best motivator of

efficiency and producuvxty The .

private sector has now been allowed
entry into-all but 6 strategic areas like
nuclear energy etc. and only 15
industries remain under licensing.

Partner In Progress

The Private sector on its part has
played an important role as partner in
India’s progress. It has supplemented
the efforts of government to push ahead
the economy. Private enterprises also
contributed significantly to India’s
economic development. In fact, its

contribution of Rs.'4570.5 billion (at
current prices)in 1992-93, contributed
as much as 72.8 per cent of GDP.

Over the years India has emerged
“asone of the largest producers of many
industrial products including bicycles,
scooters, chemicals, engineering, &
electronic goods, cotton nylon, textile

and leather products. The private sector”

has been the major producer of these
items and has now entered the services
sector also. Private sector contributed

64.5 per cent of gross industrial output

in 1992-93. Agriculture of ‘course in
India has been a total private activity.
Production in these areas grew
substantially. It was rightly envisaged
that the private sector would be the
supporting arm of the government for

“achieving industrial growth. Private
sectorcould have playedamuch blgger ’

role had it not been subjected to the”
restrictive industrial policy.

The private sector' has also been a
major earner of precious foreign
exchange. India’s exports right from
the 1950s basically comprised primary
products, taxtiles, enginering products,
gems and jewellery. Later on items

like leather products, readymade

garments, handicrafts also formed part
¢f exports. Exports of most of these
items have been from the private sector

_and that too in the medium and small
scale sector. In 1992-93, total exports -
- from the private sector wereRs. 13,514

crore. The private sector contributed

14.6 per centof gross capital formation -

as percentage’ of GDP, with the
economy having overall rate of 24.5
percent. -

Investment is a function of saving
and it is in this area where the private

sector excelled. India has been able to.

sustain gross domestic saving rates of
above 20 per cent of GDP. These are
comparable to the rates of developed
countries. Over 75 per cent of savings
came from household sector income

‘and reinvestible profits were higherin

the private sector. In fact, the saving
rate of the private corporate sector was
2.8 per cent and that of households is
17.8 per cent of GDP, out of total gross
domestic savings of 22.3 per cent.

The private sector is also a major

" source of employment.- It accounted

for 71 per cent of total employment in
the organised manufacturing sector,

- ason31stMarch 1991 Inthe organised

agricuktural sector, it accounts for 62
per cent of total employment.

_ The pattern of industrial growth
during the last 43 years reveals that the
private‘ sector has been able to
contribute significantly to industrial

‘growth. It has achieved higher

productivity levels and contributed
proportionately much more to net value
added -and incremental gross capital
formation. It has been basically from
the 1980s, which coincides. with the
development of capital market and
increased access of private seclor to

- capital market funds, that growing
" investmentand outputhave taken place

in this sector. These also highlight the
fact that the private sector produces a
wide array of-products and has
developed a sound base of indigenous
technology and through joint venture
and foreign collaborations has been

able to import modern technology.

The private sector contribution- to
industrial production with the shift in
Government’s strategy, GDP and

_economic growth will increase at a
faster rate in future. With the expected

privatisation of the public sector, the

‘Indian economy too would become a

market oriented economy, dominated
by private enterprises. )

, The author is President,
Federation of Indian Chambers of
Commerce and Industry.,
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FOR IAS, PCS AND OTHER COMPETITIONS

‘ 'Deélr Reader,

Wish you a very-bright future and sure success Here 1sa 11st of some new
) 1mportant pubhcatlons for you e

Bl GOVERNMENT PUBLICATIONS | - OTHER PUBLICATIONS

India 93, Economic Suivey, Eighth Five© ~~ Indian History—Agamhotly, Ad HnstOIy—MaJumdar ‘
Year Plan, . ' o
Handbook of Agrlcultule Gazetter of India, - Indlan Adrmnlstratlon—_Maheshwan, Indxan Thmker-
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Fertiliser Statistics, Challich Report "~ G.K. Refresher, Current Affairs etc. VAIDS,
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M/s CENTRAL BOOK HOUSE : S
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3, BHIKAUICAMAPLACE - PHONE: 673051

NEW DELHI-110 066 R 607292

| YOJANA, AUGUST 15, 1994

© 49




INDIAN RARE EARTHS LIMITED

Offers the following prodnc_ts

BEACH SAND MINERALS B RARE EARTHS . -
Ilmenite (T102 60 % and 55 %) . Rare Earths Chloride (Original and heavies lean)
~ Leucoxene (Brown Ilmemte) 75-80% T102 Rare Earths Fluoride/Oxide/Carbonate -
Zircon Sand - . Cerium Oxide (Grade A) o
Zircoti Flour (-325 Mesh) P "Dldymlum Carbonate (La, Nd & Fr Concentrate)
Garnet L ' "~ Samarium Oxide (Magnetic alloy grade).
: - - Samariun/Yttrium/Gadolinium/Europium
- And. | - .~ (Individual & Mixed Concentrates)
Synthetic Rutile (Ti02:92.5%) And =~ ' ) a

Tri- Sodlum Phosphate—Dodecahydrate

Particular attention of the interested buyers/users is drawn to the following products
' available at very attractive prices:

Zircon-Sand , Samarium Oxide (9_6_%) Mlxed Rare Earths Concentrates
(Foundry/Refraetory grade) ' o _ o ' ~ TYPEI TYPE i
Zr02 (+Hf02) 65.00 % - Total RED - 98-99 % Sm203 50.00% 42.00 %

‘| Ti02 0.30% ° Sm203/RED 96.00 % (min.) Gd203  21.00% 2000%
Fe 203 0.13 % [Other = 4.00 % (max.). ~Nd 203 17.90 % 12.00 %
1A1203 - - 1.40 % Rare Earths] a o Ce 02 200%  200%

, -[Non Rare 1.00 % (max.) Pr 6011 1202 % '1.10%
Size: -65+200 Mesh  Earths impurities] } Eu 203 0.30 % 0.30 %
' - [Loss on 1.00 % (max.) - Y 203 - 0.70 % 12.00 %
Ignition] _ . [Other '
ST ~ Heavy BALANCE *
Rare Earths] '

For further details please contact :

The Chief General Manager (Marketing), INDIAN RARE EARTHS. LTD,,
Sherbanoo, 6th Floor, 111 Maharshi Karve Road, Bombay-440020 (INDIA)
Tel : (022) 2016369/2015787/2030914/2030915, Telex : (011) 83122/83254
: Telefax (022) 2084430 Cable : RAREARTH Bombay o
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THE LARGEST NATIONAL STORAGE AGENCY FOR

FERTILIZER STORAGE |

. CENT RAL WAREHOUSING CORPORAT]ON; -

"If_pro"vides:nof On/y' the warehousing facilities to fhé'_ ~
fertilizer manufacturers, marketeers, agents,

dealers and users but also provides

- following free services. -

=

' momh. :

‘. Clearing, handling and fransport facilities on |

* 'No working hours - it dove-tails with the .

" "Arranges direct delivery at rail heads. .

“Underfakes inter-warehouse carting or stock -
- Clearance from rail-head to the warehouses
. -On actual cost plus nominal supervision
charges. S
Stocks are insured fully against il risks.
: 'Re'_nde'rs all management information ‘with
. regard to stocks, sales, deposits, movement |
efc. as prescribed by the depositor. '

~.Only you have to make your advance

Unlimited number _¢f furnovér of sfocks in a:

actual cost plus nominal service charges.

requirement of fertilizer trade.

N'opoyrheh’r of oV'erﬁme foroperations beforé
or after normal working hours of the
warehouse. - I

It acts as agent for sale, distribution of fertilizers |

on nominal Commission including collections
& remittances. ’

reservation for these facilities in your
choicest warehouses. o

- For Further Details Contact: =
Central Warehousing. -
~Corporation ‘

- 4/1.$iri Institutional Areq, .
Hauz Khas, New Delhi - 110016

USINESS
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’_.would
marginalised unless it joins the-

Eeonomle Cooperatlon Wlth ASEAN

Govmd Hari Smghama :

THE'changing global trade scenario -
entailing the internationalisation of

commerc1a] transactlons on the one

hand and the accent towards

1 bilateralism and formation of trading
blocs on the other, has meantthat India
soon . get increasingly

| international mainstream as a major

player.. Hence, at this juncture, a.

| systematic strategy. aimed at
| globalising the Indian economy which
‘would be reinforced by concluding

| preferential agreements with major-

trading blocs, assumes importance.
‘One such possibility could be alinkage
with the South-East Asian countries
operating under the aegis of the
Association of South- East Asian
countries (ASEAN).

" The reasons for seeking to turn

“Asian” are numerous. In fact the

ASEAN region has emerged among

| the most dynamic groupings in the -

‘worldhavinga large resource base and
a big market. No wonder, the commg
decades would see its emergence as a -

The purpose of this paper is to
highlight the economic significance
of the region and the potential it offers
for initiating economic cooperation
with India. The paperhas been divided
into two sections. The first section
gives an: overview of the ASEAN

economiesin general whichis followed"

by analysing-the potential for
promoting Indo- ASEAN economic

' txes

This also includes the assessment
of trade and investment opportunities

prevailing in the ASEAN countries of
Malaysia, Singapore and Indonesia as
perceived by the author while leading
the recent ASSOCHAM’s business

- mission to these countries. .

A General Profile
~ The ASEAN—Assocnatxon of

South East Asian Nations—wasfound -
on 8th August 1969 with the coming -
together. of Indonesia, Malaysia, the

Philippines, Singapore and Thailand.
This was later ]omed by Brunel in
- 1984.

Itwas under the aegls of the ASEAN

that the cultural identity of the Sb_uth

East Asiancountries was rediscovered.
As a matter of fact; the recognition of
this common cultural and historical |
lineage of South East Asia has pr ovided
the basis for keener understanding
among the people which has helped to.

_promote trade and busmess in_the |

reglon

The functlomng of the ASEAN is-
essentially based on two prmcnples
viz. “Mushawara”—a Malay word,
meaning decision by concensus |
building: and “Bayanihan” i.e. each
country contributing according to its |
ability for mutual benefit. In fact the |
“payanihan” spirit, more than any other
force, has helped in maintaining

_flexibility and regional cooperation-
among the heterogeneous group of |

nations.

~ ASEAN, with the land area of |
approximately 3,069, 581 sq. km. is,

“as mentioned earlier, one of the fastest

growing regions in the world with a.
market. size of 374 million people.

major powerhouse in this region.
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approximately US $ 330 billion.
| Despite-the-recession, during the last

few years, the ASEAN countries have °

continued to register an annual average
growth of 4-5 per cent.

Heterogenelty and leCI‘S]ty in

resource base and the different levels
_of economic development is an

important hallmark of the region. The
percapitaincome varies widely among

the members. For instance, Indonesi-a
has the least per capita income of US
$ 610, whereas Brunei, which is'a

crude oil export economy, has a high -

| percapitaincomeofabove US $ 20, 500
| (1990).-

" The ASEAN countries are r1ch in

natural resources. The regionis among

the world’s largest producer of
abacahemp (95%), rubber (83%), tin

(70%), palm-oil (80%) and coconut

products (67%). Besides these, it is
also amajor producer of tobacco, sugar,
rice, coffee, nickel, copper, coal,
tungsten and petroleum. -~ . .

The industry in the ASEAN

countries isgrowingata fast pace. The
region, thoughpnmarlly agrarian, has
taken off to the stage of veconomlc
development wherein ithas made large
- forays in the industrial and services
sector. The value addedin these sectors

inthe year 1992 and 1993 is given in
o Table 1.

Somc of the important industries of

the region are: electronics, petroleum
refining, c¢hemicals, transport

equipment, rubber products, fertlhzers '

| processed foods, forestry products,

textile, wood pulp and paper board. .
.The ASEAN countries have also

entered the hi-tech industries such as

~ | precision instruments, optlcs lasers

and mformancs

The areas in the services sector that
are being - promoted are mainly
technology-intensive or trading
companies. These include legal

services, computer services, education -

" -consultancy,

~ operational

and training services, engineering
transport™ - and
distribution.. :

The bre’gion has also emzerged as

the hub of the global business activity,
especially Singapore which is the
“base for many
multinational corporations. This trend

" is fast catching up among other

: 'YASEAN countries.
Table-l ;
Growth Rate'of Value Added in Industry
& Services

1992 1993 1992 1993
Singapore - 7.5 64 . 48 55
Indonesia- 7.5 . 8.7 58 49
Malaysia 10.0 10.6 8.8 71"
Thailand 86 108 79 69
Philippines 05 29 ° 08 34

‘Indo-ASEAN Cooperation - |
The fourth ASEAN summit held
inJanuary 1992, opened anew chapter

-on India’s relations with these

countries. Keeping in view India’s
increasing trade and’ joint
collaborations with the ASEAN
countries, the status of the dialogue
partner of the ASEAN was conferred. |-
upon' India. This status presently
applies also to EEC, USA, Japan and
New Zealand. The first inaugural
meeting of the India- ASEAN sectoral -
dialogue partnership was successfully

_ held in March 1993, in New Dolhi.

- India is a very small player among |
the ASEAN trading partners. Our
exports and imports constitute less than
one per cent of their global trade.
Nevertheless, the ASEAN region
accounts for six per cent of Irdia’s
international business. Singapore is
India’s largest trading partner among
the ASEAN countries, followed by
Malaysia and the Philippines. India’s
bilateral trade with Bruneiis negligible.

.India’s exports to the ASEAN
coun_tries increased by 22% in 1992-
93 (over 1991-92); whereas the imports
registered a decline of 5%. Table 2
gives the detalls ‘

-1t is important to note that primary
commodities constitute a large portion

of India’s trade with the ASEAN
. region. India mainly imports chemical

I

. Table2

India’s Trade with ASEAN oountries )
‘ ' ‘ U $ (million)

Co.untry ) Expoﬁs Imports

' » " 1991-92 1992.93 1991-92 1992-93-
Malaysia ~ 201.3 1870 390.0 405.0
" Philippines 642" 546" 313, 9.7
 Indonesia 1473 - 138.0 654. 59.0
Thailand 979 253.0 484 580
Singapore 387.2 587.0 - - 6904 629.0-
Brunei . - . o4 o A .5_. Ao R
Total - 998.3 1220.1 1225.6

1160.0
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materials, vegetable oils, coking coal,
briquettes, pulp and waste paper,.

cashew nuts, crude rubber, transport
‘equipment, artificial resins, electrical
machinery . and professronal
instruments. '

Exporls to ASEAN constitute

cotton, cotton yarn, fabrics, processed
| minerals, marine products, spices,

| leather manufacture, meat & meat

preparations, dyes & intermediates and -

certain electronic products.

. There exist a number of potential
areas where trade can bé carried out
for mutual benefit. Some of these are:
| leather manufactures, telecom
: equrpments " wood
computcx s, rubber products, auto

components, processed foods and.

metal manufactures

Indo -ASEAN Jomt '
Collaboratlons '

~ The growing convergence of the
process of reforms in the foreign trade
and investment seéctor in both India
and ASEAN has opened new avenues
forinvestment anid joint collaborations.
In 1991 and 1992, 124 joint

collaborations were approved with the
ASEAN countries. They are mainly in.

products, °

areas like texturising yarn, polyester
| filament yarn, marine products,

aquaculture', industrial alcohol, cellular- .
“country in trading with India, This

interest was generated after the visitof -
. their Prime Minister, Mr. Goh Chok

Tong to India in January 1994. In fact :

Prime Minister’s visit sparked off ar

mobile phones, rubber wood, computer
software, cutting and pollshmg gramte
paints and enamels, auto components
and construction projects.

- Scope also exists for collaborations

and joint ventures between small and |

| medium enterprises of India and the

information 'technol'ogy; designer

‘ jewellery,. -agro- processing,- toys and

engineering products. In the field of
hi-tech, the potential areas, like laser

technology, robotics, fibre optics, can

also be exploited for mutual benefit.

India and the ASEAN can also
jointly explore the possibility of joint

in areas like agro-processing, textiles,
fertilizers, machine tools, software
development and pharmaceuticals.

Someof the capital surﬁlus countries
of the ASEAN e.g. Singapore are in

-search of investment opportunities.

India, which according to a study by
Price-. Water house, has a more
favourable investment environment
than Malaysia, China, Taiwan and
Indonesia, can be an attractive

- destination. India and the ASEAN can
pool their resources and skills to

establish more joint prolects and
growth tnangles like the one .in

_Kalimantan - and Sarawak  for

promoting collectrve ‘trade and
collaboratlons

‘Observations Of The Busmess

Mlssmn :

Durmg the course of my visit to

‘Singapore, Malaysia and Indonesia, I

.realised that our cultural and socio--
economic ties with the region had.
_strengthened the scope for bilateral

cooperation. Some” country-specific
observations of . the mission are
mentioned hereunder:

-Singapore

It was inferred from the meetings in

Singapore that there was a growing.

interest among businessmen of that

India fever in Singapore.

Real estate emerged as a major area

The Singapore businessmen however

are constrained by the Indian Rent
Control Act. This Act, they felt, needs
to be substantially amended so as to
make it more investor-friendly.
Singapore businessmen also evinced
interest in investing in sectors such as |
construction of highways, power,.

. telecom and health services. -
ventures for exports to third countries: T

also
expressed their willingness in sourcing
their production bases in India for their
exports to thlrd countries.

Singapore conipanies

- Joint projects were also lound in
areas viz. electronic information
system, bio-technology, -marine

. products, textiles, processed foods,

chemicals, fabricated metal products,
rubber products, transport equipment,
engineering plastics, precision
machinery parts, value addcd services
and hotels.

Malaysia
In Malaysia, the mission percerved

that India could help Malaysia in'|

strengthening its small and medium
scaleindustry. Both Indiaand Malaysia

‘could have joint collaborations in the
-resource based vmdustmes and building’

ancillaries for the engineering sector
and supporting industries.

Malaysian companies also showed
willingness. to invest in India’s

.infrastructure sector, especially power

plants and also in cement industry.

"Indonesna

Indonesian businessmen suggested
that India.could help them in
developing "their Human Resource
through' training and upgrading the

ASEAN in areas such as software,

54

of interest for Singaporians in India.

skills of Indonesian workforce. This
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- | India-Indonesia joint collaboration -

was particularly so,in viewoftheneed 1. Thémainconstraintsin enhancing. - in the ASEAN region there is a

for personnel to plan and implement  exports to ASEAN have been . need to evolve an export growth
sophlstxcated prOJects that were then ‘ product quality and non- plan for this market. This plan
on the anvil. - o avatlability of technologically - - needs to identify selective thrust

' superior products matching  areas for exports of goods and |

.Some of the areas identified for °

were: engineering sector, power

) ) ooe competitive product in terms of -
generation, food, processing and agro-

Ik;aissiclnlgqutsrtar?'];?s;o i(;n;p ?]:]::E;?jl international standards (iﬁcluding o Trade Area (AFTA), which is a
develop;nent computer software and - packaging) is the answer for long K move tﬁwzlglé Ar;ducmg tarift |
chemicals. _ term growth of exports to the .~ amongthe countries to a
) ASEAN countnes : _level O 5% over the next 10-15
Suggestions - S - years,” holds promise for |
Based oninteraction of ourbusiness 21 Z:g;r;sﬁZnséi?vl::‘;in:h:i)gg :I)\; augmenting Indo-ASEAN trade.
_mission's members at different fora Hence, efforts should be made to |

: o and Indian companies for global
such .as the ‘se.mmars, workshqp§ and marketmg of products of the
meetings with the ASEAN business ASEAN and Indian origin and

men, the following suggestlons have products of the joint ventures in .

"~ quality of supplies from Japan, . ~ services from India in which the
SouthKoreaandTaiwan.Globally ~  latterhasacompetitive advantage.-

'_ technology performance, 4 The provspec'ts ofthe _ASEAN Free |

. intensify -our economic relations
- andto furthér explore areas where
we can have active cooperation.

emerged that could help us promoting, India or in ASEAN markets. v :
trade and joint collaboratxon with the ' . - The author is President,
region.. ' - 3 “Tomake Indxa spresenceeffectwe _ . ASSOCHAM.
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~ Care of Documents:

Preserve your policy bond
and other documents
carefully and securely. Note
the policy number in your
diary and in your personal
computer. inform your close
relatives about the place ~ ..
where these are kept and
also the policy number. If
however, you lose your policy
bond, don't panic. Write to
the LIC branch which
services your policy for the
procedure to obtain a
duplicate policy.

Revival of Lapsed
Policles: If,inspite of your

_best efforts, your policy has
lapsed, you can get it revived .

under one of the four
schemes available, provided.
the period of lapse is less

| than 5 years. (Check with

your LIC agent or brarich for
the relevant scheme in your
case). By reviving your
lapsed policy you not only
get back the full insurance
cover, but also the bonus for
the period of the lapse.

1 place. Alternatively, you can
* get your policy records

"you can pay your premlums

Payment of Premiums:

If your policy is not under the
salary savings scheme (SSS),
please make a note of the
-dates on-which premiums are
due and pay them on time
(by cash/cheque/draft/
standing instructions to bank)
at the branch which services
your policy. Do not allow your
policy to lapse.

Nomination/
Assignment:

Please engure that you have
nominated somebody to

receive the policy moneys in _

the unfortunate event of your
death. Remember that an
assignment cancelsa
nomination and a fresh
nomination has to be made
after ré-assignment-in your -
favour (except when the -
assignee is LIC in the case of
a policy Ioan)

-request your néw office to

Transfer of Policy
servicing: ifyourpolicyis
not under SSS, you can -
continue payment of
premiums at the same LIC
branch even if you are
transferred to some other

transferred to a branch office
nearer your residence so that

conveniently.

In case of SSS policies, do
request the servicing branch
to transfer the policy records
to'the branch at your new
place of posting. Also

remit the premiums to our
transferee office.

Change of Address:

11 ¥.you change your place of
residence, don't forget to
inform LIC your new address
{with your policy number).

Claims: Youwillreceivea
discharge voucher from LIC
two months before the date
of maturity (or before the due
date of survival benefit if it is
a money-back policy).
Please fill it up and return it
to the LIC-branch servicing
your policy, along with.your.
policy bond (unless it is
already with LIC) before the .
due date so that you can get
a post-dated cheque before
the date of maturity. )

ftfe Jusurance Cotpomtton of . Jadia

Insure and be secure There is no substltute for Llfe Insurance

Get your age admitted
it you have not done so

- earlier, by submitting
standard proof of age. This
will avoid inconvenience at -
the time of settlement of
claim.

Review your

insurance needs:

if your insurance cover is less
than 60 times your monthty -
income, consult your agent
about increasing your
insurance cover.

if you need any
clarification, assistance
on your policy matters,
please get in touch with your
LIC branch office or agent.
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GRAMS: ‘GREEN’ .= PHONES: 530673, 531124
| - TELEX : 377269

~ Dedicated to the éau_sé of
- farming community

| RAJASTHAN |
FERTILISERS TRADING CORPORATION
H.O., 18/9, TRIKUTA NAGAR,
- JAMMU

WITH BEST COMPLIMENTS FROM

MANUFACTURER OF BASIC CHEMICALS OF INTERNATIONAL STANDARDS

CAUSTIC SODA LYE & FLAKES
CHLORINE GAS & LIQUID
HYDROCHLORIC ACID
HYDROGEN GAS
SODIUM HYPOCHLORITE
POTASSIUM HYDROXIDE
POTASSIUM CARBONATE
SODIUM CYANIDE .
CHLOROMETHANES

SODIUM FERROCYANIDE

GUJARAT ALKALIES AND CHEMICALS LIMITED o
. PO: PETROCHEMICALS 391 346 DIST: VADODARAV

‘%

PHONE : . 372681-82-372981-82
‘GRAM : = GALWORKS

- FAX  :°  0091-265-372130
'TELEX :  0175-6216
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Ensuring Prosperity

Through Reforms

A N Prabhu

INDIAS expcnmem with

economic reforms entered the fourth
yearin June last. The results have not
been dramatic but reforms have
brought about a change in attitude
from the cynical to cautious optimism
about the future. In the final analysis,

this has been a big change, avirtual

U-turn in economic policy held by
many dear to their heart for more
than four decades

Itis well-known by now that Indla" '
was literally pushed to the battlefield. .

Ithad no option buttotake the p]unge
~ and make do with whatever it could.
But it cannot be said that India was

not prepared for such an eventuality

because for years before June 1991,

‘when a niew government headed by .
Mr. P.V: Narasimha Rao took over,

a feeling of disenchantment with
| falling standard of living, slow
_growth, stagnant

exports pertormance had mentally
" prepared the nation that the time has

industrial
producuon and unsatlsfactory"

come to make achange and take anew
route to growth"z’md development so -

that mass poverty can be 1educed ifnot

ehmmated

" The process of change recelved a

shot in.the arm by fortuitous
circumstances in a way.. The fall and

disintegration of the Soviet Union, the
economic reforms in China even as it

. retained its political apparatus with an

iron hand with spectacular results in

less than'a decade and a half (growth -
rate averaging+12to 13 percenta year)

and the dramatic development
recorded by the ‘Asian tigers, South

Ko_rea,Thailand,Taiwan,HongKQng, ,
Indonesia, Malaysia and Singapore,

were ‘such events. No doubt -these
countries do not have the kind of
problem a’ sub-continental economy

like India faced, yet it became clear

that India has a chance of putting up a
better show than that it had’ shown
three years from 1989.

AWhe'n London’s Economist wrote .

that Indié.was like a freed tiger, frecd

- fromthe j,aildf control, regulationand |
- licénces, the policy-makers realised
" the great potential. The vital decision

had to be taken o par tly abandon or
completely do away with policies

which had become a stonemill around’
"“the country’s neck. The decision was

to follow a modified policy but at
ground level it became clear that the

* country will have to go.the whole hog _' _
- and not resort to piecemeal leiolms _
And the second and most important

compulsion was the cumulative impact

of the. policies followed for the last’|

four decades and a half, the pollc1es as

reflected in the rising prices, falling |
production, increasing burden on the|
government treasury by the staggering

losses of the public sector, ‘the wide
and deep impact of the unprecedented
external debt both long-term and short-

_term amounting to about $ 78 billion.
. Repayment of principal and interest

becume an uphill task. The then
gov'ernment perforce had to mortgage

gold to avert mother of all sms——

defaulting repaymcnl liabilities, a

~ calamity which had to be averted at all
_costs. The intolerable burden, straining

the .Balance of Payments (BoP)
position and culminating in the

country’s inability to pay without
‘resorting to mortgaging. gold—a

decision the then government rued

Jater. But the decision had to be taken

for better or worsé. .~ -

Above all whi'le the tiger has been -
released, it urgently needed help to

enjoy newfound freedom restored for
the first time. The tiger continued to
think it was still within the four walls
of the jail! '

The series of decisions taken by the

Rao government which came to pewer
on June 21, 1991 werc really,
breathtaking. The radical changes
brought about in jetspeed dazzled the
captams of industry. It was an awe-
inspiring cxpenence bold, innovative,

| 58
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| risky and traughl wnh posslblhtu,s of
a slip. _

“The world'lobked with disbelief at
the steps taken with ease by a minority
- government. Many genuinely believed
that it was only a flash in the pan.

Events later proved that it was not so.

Nor was there any likelihood of going
back.to the old regime of (.onlrol and

regulations. _“One does not know, it.is .
several foreign

difficult to say,”
company ‘executives, diplomats and
Indian mediareported, but revised their
opinion siowly. = S

Thus in a major reversal of earlier -

po]i‘g'y. the government abandoned

licensing for almost every industry, -

‘conceded the demand by foreign
companiés o raise their equity
automatically from 40 per cent to 51
percent (without havin gto wait for the
much ~ criticised

‘permission on a case-by-case basis),
MRTP threshold limits for assets were

burcaucratic
- | discretionary procedure of granting

- kept- its - cool.
- conditionalities obvrously attracted by
’ the state of health of Indian economy

given up, restrictions on FERA and

MRTP companies on mvestment were
'removed phased manufacturing
programme (PMP) abolished- andr
“convertibility. .clause ‘in the: loan

agreements with banks and financial® -
£ ‘temporary sctback. At times the attack -

‘institutions |emoved The decision to
| disinvest pubhc sector ‘undertakings’

share is ‘anothér mllestonc in the

“economic reforms programme.”

Externally, the government first
announced EXIM scrips for exporters

_jaundiced

forfreetrading, replaceii it'with partial -

convertibility of the rupee and later
again replaced’ it by full convertlblhty

on trade account ' o -

- The list is not eXhaus‘tive. Tr\e

Foreign Exchange Regh_lation Act
(FERA) has been diluted fairly thin

. andmoreamendmentsare in the offing.

~ The government also devalued the

rupee in two doses by about 22: per
_cent. The apprehension that the fupee
- would zoom to 50 to a dollar was

found mlsplaccd The rupee’ stood its
ground soaring Indlans pride around
31 to a dollar throughout. ‘

' From passive recipient_ of foreign-
(direct investment (FDI), India geared

to invite it from all sources. The word
has gone. round. the world that

something new is happening in India .

and it is'worth taking note of. Despite :
~ weeks’ imports. And not all of the

“the campaign in a section of the media

that India was sold out to the IMF and

.the World Bank or that-the Indian
.Budgets were dictated to by the

multilateral agencies, the government
The stiff IMF

in'1991, despite attack byill- 1nlormed

The taste of pudding is in eating.
Though three-year period is too carly |
to judge the long-term -impact of the
policy, the broad indications are clear:
the country is on the right track.

~+ One, thecountry’s foreign exchange-
reserve has touched a record level of

-$ 19.57 billion'on May 27. This has to

" be viewed in the background of the
-June 1991 crisis’ when the reserves

were-not adequate enou ghevenforsix

reserve is built through borrowings
from multilateral agencies as is sought
to'be made out by certain quarlers,
India’s exports have picked up with a
growth rate of around 20 per cent and

'lndIClel()nS arc that .this will be

and obviously -prejudiced, if not

view of the economic
reform, the government to its credit,
went dhezid with structural reforms

some return soon, if not already started

.doing so in a small measure

- The experience has taught a lesson
to decmon makers and that is that

they should not waver intheir decision

despite at times ill-informed criticism

“in ‘the most virulent form emanating

from certain quarters or because of a

is ideological, at other times, it is
propelled by- vested interests of one
kind or the other. What is needed is.
unswerving determmatlon and political
willto goahead with whatis considered.

maintained. Foreign DirectInvestment
(FDI) has been going up and approvals
for collaboration has been of the order

: of$ 3 billion so far. This is against an
_average of $ 200-million 0 $ 300

. programme whnch is expected to yield - -

+

~million a year over the last few years.

Sccondly, the sngmhcant'
development of the switch over to the
market economy has been-that the
industry in India is no more anxious to |

build up inventory of raw materials

and components fearing shortages at

‘high cost. They import only when they

really must. Obviously. import being |
costlier, first they have necessarily o
search out indigenous components or

" raw matérials to reduce costs before

venturing out to import. Otherwise,
the cost will be high reflecting in the

‘prices of ‘the final pmduu. in a

" competitive- market. The shift from

fiscal control to market monitoring
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mechanism has kept the Indian industry
on its tenterhooks which is how it
should have been all these years. True,
there will be some mishaps here and
there which.cannot be helped.

The change has also thrust
enormous responsibility ‘on the
domesti¢ industry to produce quality
goods of international standards at

reasonable (and affordable prices)and

put the consumer in the forefront. The
change also meantindividualinitiative
and entrepreneurship will no more be
at a discount at the policy level-in the
government. The change has leta whiff
of fresh airedging out thetired, and the
old, and freeing industry of the fetters
of quota, control and regulation.

Private initiative will be the engine
“of growth and the government policy
will be to encourage and promote it
‘whether itisin the private or the public
sector. Forthe first time thus the private
sector will no more be considered
outcaste and kept at arms length and
there will be parity.

TFhe three-year experience has also
taughtthe powers-that-be a lesson that

there is more to reforms than

theoretically attractive propositions.

Anditcannolongertinker with policies
to suit a particular short-term
advantage. The vested interests in
“industry have also come to believe
(though they have as yet not given up
the hope of bringing the old regime
back) that it would be in its own
interest’to fall in line  without

reservation. The initial silence and
later regrouping to test waters have
_proved that the Indian industry has a
long way to go before understanding
the import of the economic reforms
package initiated three years ago. They

should understand that the era of

behind-the-scene manipulationisover.

" All these do not mean that
everything is rosy on economic front
in the country. Itcannotbe in acountry
of India’s size and magnitude. The |.
government is faced with millions of |
competing priorities demanding
immediate attention. Yet, every citizen
would regret that our priority has been
lopsided that we tave more avid interest
in peripheral matters which have no
abiding impact on the country [rom a
long-term point of view. Yet the
reforms programme is one on which
millions of the poor would hope that

‘not beyond a foreseable day, they

would get a squarc meal a day. Their
hope should not be shattered and their
sacrifice should not go waste. The

“silverlinein the sky is that the message |

has gone home that this is the last
chance India has got to make a mark in
economic development in an
increasingly unequal world with
growing protectionist walls and non-
tariff barriers. el

The author is a veterail economic
Journalist.
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'- THE WEST COAST PAPER MILLS LIMITED

.Manuﬁcturels of:

“Sudarshan Chakra™ Brand quahty paper, MICR Cheque Papel
Cheque Paper, Azurelaid TSAD, Parchment Paper '
Offset Ptg. M.G. White & Coloured Pulp
Board/Poster, Kraft and other wutmo and- prmtmo

paper.

o WEST COAST PAPER Producés more than 75 OOO tonnes of paper annually—Papm of
- India’s many glowmg needs.

h Administratibve Office:

' Shreeniwas House,_“
-~ - Hazarimal Somani Marg,
© BOMBAY-400 001.

~ Registered Office & Mills at:
DANDELI-581 325
Dist.: Uttara Kanada (Kamataka)

6

o . _" : T be éest in thé létést tyre;.te;cbnbloAgy
9 9 / o OF S now avazlable in India.
TRUCKS & BUSES : BROUGHT TO YOU BY VIKRANT.

Isn't it time you switched

IN EUROPE & "-_ toAllStef!lRadqls. |
18"{? I!NS%IE‘I.USE P
. (VIKRANT)

RADIALS |.|.3'|'::|.5

i

__—__;_;—+_—_ﬁ——;;;J

R A

Indna's only all steel radial for trucks & buses |

I""‘""f'“'"""“"""""f"""""""f
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WITH BEST COMPLII\/IENTS FROM

NORTH EASTERN ELECTRIC POWER
~ 'CORPORATION LIMITED

(A GOVT OF INDIA 'ENTERPRISE)
B KHARMALKI ROAD DHANKHETI
. SHILLONG~- 793OOI

IN THr:. SERVICE OF POWER SUPPLY TO THEN. E REGION

POWER ""-'NERATION FROM THE KOPILI HYDRO ELECTRIC PROJECT
(150 MW) UNDER O&M DURING THE LAST THREE YEARS HAVE EXC"

EEDED THE TARGETS AS UNDER. . |
| o TARGET 'A_C'HIEVEMENT.

 YEAR
19911:-92 73000MU - 82344iMU
1992-93 730°00 MU | 857 589MU.’
1993—'94 - .80600MU. - 904'988MU -

THE EO LOWING PROJECTS ARE UNDER EXECUTION AND WILL BE
_COI‘a-”;I\-"‘iIS )IONED DURING THE VIl TH PLAN PERIOD

(i) DOYANG HYDRO ELECTRIC PROJECT (75 MW) IN NAGALAND
KU RANGANADI HYDRO ' ELECTRIC PROJECT (405 MW) IN ARUNACHAL

. ("l)KATHALGURI GAS TURBINE PROJECT(29| MW) IN - ASSAM
n/)KOPn_I HYDRO ELECTRIC "PROJECT (STAGE-— IEXTN) 100 MW ASSAM

- ThE 04 MW. AGARTALA GAS TURBINE PROJECT IN TRIPURA IS
| SCHL.DULED TO BE TAKEN UP DURING VIIITH PLAN.: PERIOD

PRADESH;

THE FOLLOWING PROJECTS ARE PRESENTLY UNDER INVESTIGATION

‘ (i) RANGANADI HYDRO ELECTRIC PROJECT (STAGE II) 100 MW IN ARUNACHAL.

PRADESH. . :
(n) DIKRONG HYDRO ELECTRIC PROJECT i00 MW IN ARUNACHAL. PRADESH

- i) PAPUM PAM HYDRO. ELECTRIC PROJECT 150 MW IN ARUNACHAL PRADESH
(lv)KOPILI HYDRO ELECTRIC PROJECT ( STAGE~I! EXTN) 25 MW IN ASSAM
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'PUNJAB POISED FOR A
SOCIO- ECONOMIC BOOST

Under the dynamlc leadershlp of Chlef Mlnlster_
S Beant Singh Punjab is now poised for a b1g
‘ boost .on socio- economlc front ‘

Complete peace and normalcy restored creatmg conduclve atmosphere for overall
.development. : : : _
, Democracy taken to grassroot level through Mumcnpal and Panchayat electlons thereby
_ensuring people s participation in the development process. .
Following major landmark of dwersnon of Ravi waters. through tunnels, Rs. 2200 crores -
Ranjit Sagar Dam will be completed by 1996. :
- Fifth & Sixth units of 210 MW each of Ropar Thermal Plant commlssmned work of-
" installing two more units of 210 MW each at Bathinda Thermal Plant in progress.
Among other big industrial houses, Sri Ram Group setting up 1200 acre industrial park
. costing Rs 2000 crores at Rajpura and Raunaq Group establlshmg Sugar and Paper mill
costing Rs. 450 crores at Goindwal Sahlb '
_ A number of multi- natlonal industrial houses as well as NRIs showmg keen interest in
: puttmg up industries in the State. i ~
* Rs, 100 croresspentin1992-93 and Rs. 200 crores being spent thls year under “Unnat Gram
'_ Scheme” with work in progress in 5000 villages. _
% Additional benefit of Rs. 1629 crores to Punjab farmers durmg the last two years with
:record increase of Rs. 105 per quintal in support prnce of wheat, Rs. 80 to 100 per qumtal '
of paddy and Rs. 12 per quintal of sugarcane. : '
* Two Engineering. Colleges, one each at Gurdaspur and Ferozepur, a Medlcal College at "
“Jalandhar being set up and Longowal Instltute being upgraded to’ Degree College of
. Engineering. :
#* Rs. 197 crores under “Speclal Component Plan” for development works and another
Rs. 63 crores on Welfare Schemes being spent this year benefitting the Scheduled Castes. E
% 425 schools upgraded to Mlddle, ngh and +2 level and 200 new Vetermary Dlspensarles
opened _ .

% ”x»‘ A

!’-

Let us resolve to rededlcate ourselves to make our beloved
Punjab stronger, happ1er and more prosperous. o

Dlrector Publlc Relatlons, Punjab .

PUNJAB AND PUNJABIS ARE PROUD OFEACH OTHER
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WITH scientific and technological
knowledge of the world expanding so
fast that we now differentiate between
knowledge-based production and
material-based production, withall the
built-in resource. availability and
efficiency of the former, economic
-autarky andisolation would be harmful
to any nation’s interest today Ithasto

link itself to the dynamlcs of global -

technological change both for
modernising its production and for
creating an ethos in which the
compulsxons of technological
upgradation could be sustained.

This way of looking at globalisation
should raise no eyebrows.. Even
workers concede that technological
upgradation is unavoidable if their
productivity, real wages and levels of
living have to grow. While the same or
slowly rising stock of capital can add
to workers productivity through
disembodied te‘éhnological change, a
rising capital stock opens up
possibilities of embodied technological
change as well. Both ways of raising
productivity can be stimulated through

globalisation; only that disembodied’

technolgical changeinvolving ahigher
productivity of traditional capital may

involve more- non-economic factors.

like change in work ethics, greater
nationalistic sentiments;-a larger

concern for everbody’s welfare while

embodied technological change with
a growing stock of new capital would
involve modernisation, tcchnolomcal
diffusion and adaptation.

There is nothing exclusive’ about

these ways of raising productivity.
Both of them can be simultaneously
operated. It is unclear if global
.competition, in a highly heterogenous
world, with large differences in
infrastructural faci]lities,‘ unequal
availability of information, sharp.
differences - in the stages of
development of various countries and

Issues In Globallsatmn

Dr. P.D. Hajela

restricted mobility of factors like labour
and capital, can go very far. In fact, the
manner the theoretical positions in

regard to why international trade takes-

place, is side-stepping the principle of

" comparative advantage, andhow trade
relations are being state-managed, even

manipulated, suggests that there is no
competition of the kind we have been
used to talking about in economics in

-general and inter natlonal trade theory

in pdmcular

Market Of Ollgopolles

Thus it is not a free trade market
competitionofthe neo-classical variety
which globalisation would imply. It

“would be the market of oligopolies
~duly supported by fiscal and monetary

concessions, and full ’politiéal and
diplomatic ~ backing ‘of their

governments to capture as large ashare
of foreign markets as possible. The

legitimacy of such state intervention
inademocarcy would be the expansion
of ones ‘own’
cornering of ‘rents’ originating from
delibérately  created '
1mperfect10ns S

Inasense what could emerge wou]d

industries, and the

“‘market

be competition between mercantilist

" postures of different governments cach

trying to. maximise rents accruing to
its producers. - Since the developed:
countries have the advantage of the
momentum of an earlier technological
start , a developing country like India
will have the unenviable task of 4
persuading higher rent earners to share
their technology with it, so that it also
can, using thattechnology, increaseiits

_ share in the total rents available at

given levels .of world trade! The
argument -is that when national
economies compete amongst
themselves, they will naturally increase

-total world output and total volume of

international tr rade.

»Two Aspects

"But there are (wo aspects of these

. positions which are worth noting. One

isthat with aninternal recession already

:in place in many developed countries,

itmay not be unlimitedly true that rent

“seekers will compete their rents out |

with a larger and larger output.

Secondly, oligopolies can either
.increase their rent or increase their

outputin which case they would not be

| 64
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much interested in enablingother

countries to learn their technology and

to expand their outputs. A country can .

try to outwit in competition but that is
precisely the point: there is no free
competition. Further cost advantage
' as a basis of competition is a function
of improvements in productivity and

‘modernisation and that is where a few
countries who command technology
“advantage would create handicaps ’ror '

then rivals.-

At lcasl one thing appears clear

While the handicaps of technology )

transfer are battled; the potential for
disembodied technological change
should not be ignored. This may require

alarge measure of political effortbased
-enconsensus in favourof globalisation. -

There secms to be too much of the
belief that competition will
automatically do the trick. As we have
seen, when we facea world with nations
still elmomv to mercantilist postures
and industrial enterprises prone to be
rent seekm_g with full state backing,

competition assumes a very deceptive-

‘'scale sector.

Whatimplicationdoes globalisation
have for the role of the state in India?
Itisclear that India will have toremain
amixed economy if for no other reason
then for backing the market to get a
largcr and larger foothold in the realm
of modern teehnology

State’s Role _ g
“What has been the role of the state

in the mixed economy which we were

trying to maintain earlier? .

B

The state’s role for reachrng the

world markets was through export:

promotion toraise resources forimport
substitution including the
technological mix of that substitution.

- The technological parameter was never

missed; only the modality for
technological upgradation was notone

.of globalisation; or shall we say more

specifically, not one of technological
upgradation through international
competition. Even at that time,
increases
disembodied change were not barred.

'Somehow we did not put much focus

oniteventhough wewere eneouraoma

labour using exports to earn foreign .

resources. True, our textile exports
were facing handicaps from' the
mercantllrst postures of -developed

countries which we will face even -

after globalisation. But there is no

doubt that we did not do as good in this

direction as for example the South
Koreans had done in the earlier phases
of their globalrsauon offensive.

-Ignored Imperatlves

But there was another side to our
mixed economy. Conscious of the fact

that we were a labour surplus country -

and that we needed capital goods and
infrastructure to utilise that labour to
generate an employment intensive
growth, we planned massive

“investments-in these sectors and also

gave. extensive support to the small
In fact through
investments in power, irrigation and

 transport, the former two constituting

a particularly overwhelming
proportion of state investments as well,
we converted agriculture from a food
grain deficient economy into one of
food grain self-sufficiency. The publrc

sector had to assume commanding

heights to change investment pattens
in directions required by a labour

. surplus social reality; only it’ 1gnored

some other imperatives like wage

goods, fiscal and monetary measures
which would make the demand pattern
correspond to the desired investmeni
pattern and also raise aggregate
resources in anon-inflationary manner,
building up anethos for techonological

~upgradation in both the industrial and

agricultural sectors. These imperatives
were expected to enable our mixed

‘economy to achieve a less wasteful.

in productivity via'

and more effective  employment
generation and poverty removal in the

“country. That did not happen which
‘was unfortinate. However, state |

intervention, as suggested above,.

would be unavoidable even for

achieving globalisation; only it will do
far less in the direction of
unémployment and poverty removal
than it dld in the. earlier. mixed
economy.

Further earherthedttcmptlo prolu,l '
ourselves against foreign competition

- deprived us of the compulsion of

competition and yielded rents which
in turn- lulled our producers into |
technological stagnation. Now, with
the mercantilist-protectionist postures
still common in the world, the attempt |
will be to prevent the ¢ foreigner’ from
running away with that rent through
technological upgradation. But what

~about employment generation ‘and

removal of poverty?

Significant Lesson
One significant lesson that we have
to learn from the previous mixed

.economy is that after commandeering
.the economy to a change in the

composition- of output in favour of
capital goods, we supposed that supply
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of essential goods and services would
. automatical]y hecome abundant. Food
grain supply did increase but because

of' massive public intervention through -

power. irrigation and credit and not
automatically; the supply of the rest
‘like cheap shelter; clothing , health,
education, transport was left basically
to ‘remain demand induced. And
therefore did ‘nol so increase as (o

assuie non-inflationary eradication of

-poverty and uncmploymenl We had,

$0 (o say, very partial or narrow view
“of the - requirement (0 chang '

investment pattern and the economy’s
product mix and proceeded on the
assumption that an investment patiern
integrating capital and” wage . goods

was tnnecessary. I unemployment

and poverty existed, we could have a
plethora of programmes of public

expenditure without bothering about
dovetailing them into a proper wage’
goods strategy in addition to a capital

goods and infrastructure strategy. In
consequence even thoughexpenditure
on these programmes Tose, it caused
far.more inflation and far less removal

“of unemployment and poverty than we
wanted.

If globalisation accentuates poverty, - -

as is widely feared, our own capacity
to- deal with the situation will be
réduced for the reason that now even
the little leverage which economic
planning provided ‘with its’ partial

concern for investment -pattern and -

composition of output "would

“disappear.

indicative planning which is a

euphc1msm for market forecasting, this

is most likely to happen. In such a

in case the Planning.
_Commlssmn 1s made to engage m '

_background, an emphasis on monetary
expenditure
- generation programmes would end up
-in employment illusion and inflation

for - em’ployment
reality rather lhan the other way round.

_ Thc point hcmg made ‘is that the
mixed economy emcrglm7 from.

~ globalisation could  be even more.

removed from the soluuon to the

~.problem of poverty than. the carhel

mixed economy. And since state

“intervention is expected to benefit
“many and not a few, the new mixed

_economy could be even more difficult
ot sustain. The further point which is -

being made is that the earlier
cconomy——-thc pldnncd mixed,
¢conomy which was clearly -a tairly

- meaningfulIndian experiment—could
- not deliver the goods to the people

because while there was a deliberate
and conscious investment strategy (o
change the supply of capital goods and
infrastructure, the supply.of essential

goods for the people was left to be a -
- demand-induced phenomenon. .-

How precisely will indicative
planning cope with this problem when
its more thorough counterpart, namely,
target planning could not, is a- major

issue which globalisation would have -

10 tackle.

A Pre-reqmsnte o
“'An aspect of globalisation whu.h

'plowdcs it with lcgitimacy. is

insufficiency of resources. After all,
capital is-a pre-requisite for both the
raising of the level of investment and

- also for modernising production. The -

latter would generaly involve capital
deepening particularly 'if labour
productivity is to be raised. In fact.
while wc : had conceded the )
unavoidability of forcign capital soon
after the launching of the second Five
Year Plan itsell, we had gone about the
job with import-substitution-based-
export-promotion, thinking in a way,
rightly, that export surpluses earned

this way would be the best foreign

“capital |

capital we should have. That did not
work. We have now- opened the
economy for foreign equity-

-participation and foreign portfolio
* investment and can take satisfaction
" from the fact that there has been an

unexpected inflow of foreign capital
into ‘the country. But whether these
translate into exporl su:plus is-yet to
‘be seen.

Three Considerations _
There. are three considerations,

which would need to be kept in view.
here. If foreign investments are eyeing
our large middle class market. they
‘may not be intcrested. in 'c;xpor'ls‘ from
India in which .case their profits
repatriation would reduce rather than
increase our prmlsurplus Secondly.

“incase portfolio investments arc in the

nature of hot money more than stable
~capital prone to fly on the wings of
speculation, they could: create great
uncertainty in respect of the rate of .
exchange and foreign resources which
we could really dcpend upon for long-
term investments..

It may be pointed out here that such
movcments  could .be

aggravated also because in totality the |
recession in the richer countrics and a
persmenl current account balance of -

~ payment defict amongst a majority of

ther greatly limits the availability of
global capital resources. Recent reports
of the inereasé in the flow of such
resources to China resulting in a
decrease to Indonesia, Singapore and

Malaysia, dre a casc in point.

‘A third consideration equally
significant is the fact that such capital
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" resources from abroad could be
inflationary unless the internal saving-
investment
necessary capacity for theirabsorption.
In plaiher language that means arising

savinv'—invgstmemlesulti‘ng: vinalarger

output so that when foreign money is
converted into our .currency, the
resulting increases in money supply
do not raise theiprice level, Somehow

_inIndia, thereis noevidencethatsince

the introduction of globalisation and
accrual of large foreign capital, the
savings ‘investment ratio has been
climbing up. On the contrary, there are
indications that the ratio might have
dL,lUd”y t.hmbc,d down a.bit.-

We can. of course, hope lhal lhln“s
wouldlook up. But notol themselves,
for there is no way to argue that amere
frecing n'l'cohstr.uints on consumerism
| wouldassure ahigher saving-ratiothan

framework had the

before.

In a way whatis being sugvcsted is
thateven when globalisation i 1n<.rcases
the inflow of foreign capital, t

sustainability of that flow will 'also

depend on our capacity o raise our
savings to national income ratio. Our
efforts to globalise should not be on

‘the assumption that foreign resources -

obviate the necessity of maximising

our own resource mobilisation,
otherwise we might be repeating the
error of the past when we forgot that
over a long period our surplus on
current account had also to be raised
for foreign debt redemption and to add
requisite foreign saving to internal
saving. Of course earlicr export
promotion was not backed- by import
liberalisation, now it .is. However

carlier we had a little more reliance on

comparative cost advantage and

labour-intensive exports; now less,
because of the desire to catch up on
value-addeditems. Butunless massive-
efforts at export promotion and
building up a current accountsurplus,
presently underway. succeed. we may
inthe manner of the past land oursclves
in am)ther balance ol payments crisis.

The author is former Vie ¢
Clmncel/or A/la/ml)ad & Sagar
Umvcr SITES.

Regd Office N

Admn. Office.
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Cement Works

[}

1

'SIMCO INDUSTRIES LIMITED
MANUFACTURER OF POLYESTER TEXTURISED YARN & CEMENTS

28/30, Andmwadl 1st Floor,
Bhuleshwar, Bombay-400 002.
Tel: No. 2056243, 2012602

77, Gazder Mansion, 2nd Floor, T
“Chandanwadi, Near Marine Line Station,

* Bombay-400 002.

Tel: No. 2050662, 2050655, 2015107

"Fax No. 091-22-2068617

Telex No. 011- SSTSOSILIN.

“Village : Kaluhera

Post : Paniyala, Kothputli,
Jaipur (Rajasthan) -

Dist. :
Tel: No. 01421-22259

_'chd'. Office: 28/&0 Anand Wad’i,'l st Floor, Bhlik:shwar, Bombay 400 002. Tel. No. 2056243. 2012602,

YOJANA. AUGUST 15.1994 - -

.67




A cdmpcny wifh 7000 pe'ople

~ with more than Rs. 5000 million .

tumnover in 199293 leads the

communication revolution in

India. HCL is a key contfributor to

the Indian telecommunication

growth plan. HCL, with its four

- production units, represents
" India’s largest source in

telecommunico’rion cables and

~ accessories.

Hindustan Cables’ product

“range includes Polythene

Insulated Jelly Filled Cables,

Foam Insulated, Foam Skin

_Boséd

~and processes

HINDUSTAN CABLES

At the leading edge of the Communlcatlon Revolutlon

. Cables, Alu’m_inium ‘Sheofhed'

Cables, Optical - Fibre

Cables-Slotted Core and Loose

Tube, Cable Accessories, Opto -

Electronic Communication
Systems and Micro-Processor

Coble .Tesfing

Equnpmem‘s

The con’i’pony is hoving a sfréhg

R&D for developing nevw‘covbles

Hindus'ron
Cobles also offers total Turnkey

project execution in ’rhe_ field of

telecommunications.

HINDUSTAN CABLES LIMITED

(A Gowt. of India Undertaking)

Registered & Corporate Office
9, Elgln Rood Colcuﬂc 700 020

| interadsical’
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Wlth best Compltments

00O

~ CAREWS PHARMACEUTICALS LTD.
© 86A, JHOWTALA ROAD, CALCUTTA 700 017.
* Phone: 247-2438 Fax: (33) 247-2454

24715150 | o
| FACTORY : ' . 'BRANCH OFFICE
- 32, Jannagar Road o | _ ,Sahgam Bhavan -
Serampore . ' , SR Opp: Strand Cinema
Dist: Hooghly : ' . - Colaba
- WestBengal = - = Bombay 400 006 -
Phone: 62 1872 - L
Rabindranagar‘ - ~ 'NR Chambers
P.O. Laskarpur | o , IInd Floor - B
Dist: 24 Parganas (South) . 36, Richmond Road

- Phone: 4779784,4779012 Bangalore 560 025




THERE is no such thing as a free
junch: thatis a basic law of economics.

However, every law has an exception.

In this case. as Jocl Mokyr (1990)

argues, technology developmentoffers . -

an exception—for a given quantity-or

quality of product, technological |

innovation reduces the consumption
of m_ateria'l . capital and labour. In
other words, the output from each one
| of thesc factor inputs is increased
through technology " development.
Such multiplication of output is free
lunch indecd. In cffect, technology

development shifts the supply curve”

“‘downwards. That, as Fig. 1 shows,
moves the supply-demand equilibrium
in such a manner that (a) rcal prices
“deercasc and (b) GNP increases. Thus,
technology devclopment leads to a

double benefit. A little reflection will _
show that there is.no other way of

| securing such a dual advantage. That
is how technology development has
become the prime driving force behind
| economic progress.

Admlucdly the primary 10rce that

drives entreprencurs -is profit. As

indicated above, tcehnolo ay
developmentis adual source of profits:
that.is why successful .entreprencurs
“have been -keenly interested in
“intechnology. That has not been the
case -in  India,” because some
industrialists have found that ample
profits may be obtained ‘through
(a) xnénopdliza(ion, (b) ‘speculation,
(¢) tax evasion, and (d) smuggling.

Conditions in India are such that

technology development has not been
equally profitable. So, -the Indian
practice has been to flog any available

| technology to death. retain it long after”

it has become obsolete everywhere
else. A typical exampleisa particular
brand of car which is being kept going
1hough iLs 1cehn0|0‘gy is half a century
old. Such a practice is commonplace

in India. That is, once he gets hold of .

some technology, the Indian

New Economic Policy
And |
Technology Management

Prof P.V.Indiresan . ’

further development‘-—'_he has other

_simpler ways of garnering profits.
sal vl PRV

Technology development suffers -
from a major drawback: risk of

catastrophic failure. As a rule, Indian
policy makers have made no provision

" to insure industry against such risks.

On the contrary, enterprises have been

- effectively prevented from retaining
.the profits that result from successful
technology development.

New Economic Policy
The New Economic Policy (NEP)

that the Governmentof India launched-
~ three years ago has four components:

competition, privatization,
liberalization and globalization.
Competition directly eliminates

monopoly profits. In order to promote.

privatization, privale investment
should first be madé attractive. That
will require low tax rates. which in
turn will make tax evasion. less
worthwhile:" Likewise, liberalization

“source of speculative profits. Finally,

"lobalization wil] inevilably lead to
from smugﬂlm" In this mannu,
ideally, the NEP should be expected to
eliminate. the traditional sourccs of
profit; force technology-development

- to become the only worth while source

of profit. Unfortunately. ground reality

~isquite diffcrent. As such technology

d_c_yelopmenl is yet to become a major
source of profit. for Indian}
entrepreneurs. Such obstacles to
NEP—and to technology
development—have: deep cultural

TOOLS 1N our country.

Culture And Technology .
Development =~

According to Mokyr, theiollowmty
three conditions should be satisfied
before aculture will supportmnovaluon ,
and dcvelopmem

I. A cadre of ingeni'ous.and
resourceful innovators who are
both willing and able to challenge®

entrepreneur has ]ittle interest in its
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their physical environment should
be-available.

2. Economic and social institutions
" have lo encourage potential’

innovators ‘by presenting them
with the right'incentive structure.
'1 3. Diversity and tolerance should
prevail in society to enable
- technological creativity overcome

entrenched vested interests that

mwhl incur losses if mnovatlons
are introduced. '

In other words,
technological progress are unlikely in
asocicty in which people are physically
and intcllcctui{lly malnourished, are
superstitious, or arc cxlxcmcly
trddxlmnal

Cullun al lradlon isasecond obstacle .

to technological progress inIndia: As
a reaction to age-old social cultural
injustice, the cult of reservation has
become the rule not only in education
and employment, but a basic principle
-in every. sphere including industrial
policy. In fact, when top industrialists, -
like those of the “Bombay Club”
demand “a level playing field”, they
too are actually advocdunu a poh(.y of
reservation!

me suppresscd cultwral 1cprcsslon

could not but generate forces of
Jeaction to negate. the principle of
competition which is the bedrock of

“innovation and -

NEP. As a result, while on the one
hand, technology development needs
the best minds, on the other, equity
insists that the weakest be encouraged

at the expense of the ‘competent. -

Likewise, it has become incumbent 1o
bleed promising sunrise enterprises in

order to provide blood transfusion to

hopeless :zunset industries: So,

technology developmentisnot merely.

a problem of technology management,
not even an-ecoriomic one, as much as
it is a cultural one.

In brief, before. technolovy
development can take root, the fear of
_competition among educationally
"backward . groups, . and
apprehension that innovation will

* render traditional workers jobless,

should be removed.

Thus lcchnology development.in

“India has to contend wuh two major
problems: '

'l. pxolns lrom dubnous u)mmc.rual
practices arc larger and less risky
than those obtainable.from tech- -

“nology development;

2. market forces, particularly the ' '
beneficial forces of competition,’
are negated by the fear of pcrsonalv

ruin.

Insurance Agamst Technology
Failure . |,

One of -the interesting measures
introduced in the latest budget is the
125 per cent offset for any R&D

‘expenditure incurred by an industry

through. an approved project in. a

. research institution.” Unfortunately, .

industrialists tend to visualize R & D
as feasible only in rarefied, extremely

" expensive institutions. In fact, there is

an R&D project to fit every purse, and
also to .mect every situation. More
important, R&D is noi meant for
~making profound discoveries; instead,

3(15 normally quite mundane—leading

only to. micro improvements rather
‘than macro inventions. Without such
‘minor but continuouschanges, both the

product and the process will remain
static, and become obsoleie to the

_extent technology advances in its own

inexorable path.

The 125 per cent scheme is based

on a fundamental misunderstanding

" but that of risk of catastrophic failure.

failure. The scheme as suggested will

the .~ &M Indian industrialist is unwilling to

. scheme which, instead of providing a

“between a usable product and the

’-1‘. . Whena laboratory comes up with

of the basic economics of R&D: The .
cost here is not that of financing R&D

What industry needs is not financial-
coneessions but insurance against

reduce the costof R&D by some 10-15
per cent, butif the R&D fails, the loss
remains near total. Thatis avisk which

accept. Then, we need a new kind of a

subsidy, offers insurance against
failure. That is, we nced an entirely

different approach that will brid gé'the
gap between the laboratory model and
the miarketable product; also the gap

skeptical market. For this purpose, the
following is suggested:

a new idea, it is verified for
téchnological feasibilityby an
agency such as the DST. -and
. simultancously checked for
commercial viability by aventure
capital agency,. ’
2. Ifbothare satisfied, an industry is
- identified to convertthe laboratory -
‘model into a marketable product: '
the responsibility at this stage |
. shifts [rom laboratory to industry.
3. Evenatthis stage, developmentis |
‘treated as a public good and the
cost is largely borne by the state.
4. When a markctable product is
ready, a venture capitalist
underwrites, say: one year’s
production by advunéing the
manufacturerthe cost price (rather
“'than the sale price) of \uc,h
pl oduction.
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5. ' The manufacturer offers the new
| _product to customers free for one

yearon atrial basis—on condition
~ the customer provides a detailed

performance analysis.

6. If the product is sa’usfactory, the

‘customer pays the venture
capitalist the sale price—the
difference between the sale price

received-and the cost price paid is-
‘therefore the profit of the venturé

capitalist. If the product is not

usable, it is returned to the

‘manufacturer who then repays the

venture capitalist the advance he

had received. The consequential

loss of interest is the risk borne by
- the venture capitalist.

This is-a scheme wh1ch fmely
balances risk and opportumty COSts.
There is -an incentive for everyone,
anda penalty too for bad performance.

Fear Of Competition
The social equity problem too needs
| a new approach, a more efficient
solution than reservation. The most

 powerful pressure of this type comes .

| fromthe job market. The basic question
| here is; how to empower backward
groups to get their due share of the
fruigs of progress? :

" The primary problem is, backward -
class aspirants fail to qualify even for -
entry. Thathappens because, aspirants '

are many, but jobs are few. So, as a
rule, entry academic level is made
higher and higher until the number
short-listed becomes manageable.
Thus, a normal quality fifth class pass

‘may be enough for a bus conductor’s.

‘job, yet only graduates may be
considered! This policy is an
administrative convenience, designed

"Queuing

'to help the masters ‘and not the needy
aspirants. It is socially iniquitous,

economicaly inefficient.

This practice of raising entry

academic qualiﬁcalions is iniquitous-

because, the poor andthe backward do

not have the stamina to stay on in .. .

schools, let alone attend colleges. So,

relatively, many more of the poor get -

disqualified than the well to'do. The

“system is loaded in favour of the
forward sections up-front. Further,

those selected are. grossly over-
qualified; so, their training is equally
grossly under-utilized.

Suppose the rule i§ changed such
that: (a) qualification for entry will be
the barest minimum acceptable, (b) no

preference and zerd premium is allotted -

for any higher academic experience,

and (c) those whoqualify willbe placed
-in a queue and will get automatically

selected when their turn comes. Such
a system ‘may be called QMQ—
with Minimum
Qualifications. In such a case, entry is

- NOT refusedto any one who has barely

attained the roinim'um acceptable
academic level B. As seen from Fig. 2
that will maximize the numbers of the
backward that will qualify. Selection
also is assured to all those with the
bare minimum qualifications—
provided one has patience to wait in
the queue!

“The pr’ocedure is patently non-

discriminatory and hence free from
social stress. It is effective wherever
the work does not need champions,
and a minimum degree of ability or
skill is enough: that goes for over 99
per cent of jobs, and hence takes care
of almost everyone. Further, there are

- three other consequential benefits: -

1. increased certainty of job entry at

~ a.comparatively low level will
induce the poor.to persevere and

‘not to drop out of schools; the

dropout rates will tend to follow a

'3, theartificial pressure that exists at

‘the proper implementation of NEP,

" issues are

1. technology development saves

-industries. However,

curve “aa”—raising thereby the
chances of the poor even more;

2. as quality of elementary educa-
“tion becomes important there will
be increased social pressure to
- maintain educational standards—
that will correct a glaring lacuna
that has gravely hurt human de-

velopment in India;.

present for higher education will |
tend to be replaced by rational
choice.

Labour In Sick Industries -
Fear of retrenchment in sunset
industriés is another impediment to

and a road-block in the path towards
technological progress. The basic

labour and hence, for a given
output reduces the demand for |
labour, . - ’

2. technology developmentdemands Y
new types of skills, and makes old
skills obsolete. S

The first problem is partially
overcome when there is economic
growth. In fact, as a general rule, new
employment created by technology
developmentexceeds jobs lostin sunset
that is no
consolation to those whose skills have
become obsolete. Then, the basic
problem is not job creation, but re-
training. Asacorollary to this problem,
labourshouldbere trainable. Thattoo | -
is a cultural problem. :

‘In India, entrenched labour treats
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| wage not as an exchange for work
done, but as a rent; that is, the job is
property, and wage is rent payable

“whether there is work or not, whether. ‘

work has been done or not. What is

- | more, itis also expected that the rents.

should perennially increase in the fqrm
of increments and promotions—once
again whetherthe economy can sustain -
‘it or not. Such a privilege is not
| sustainable and has led to the kind of
dire distress seen all over India.

- . Abetterandmore logical alternative - -

is to have a system of paid continuing
education, say, for one month each .
year. That will keep labour up to date
and generate multiple skills too. Such
well trained labour, _funs little risk of

loss of livelihood and will be far more -

securethan in the present system where
| sick- industries are kept artificially
breathing at the cost of both economic
growth
development.

<

Ithas not yet been realized that this - -

kind of training is a public good; that-
it rarely. profits the employer to

organize such training. On the other -

hand; contemporaneous labour is a
national asset. Hence, it should be the
responsibility of the State to meet the
costs of such training. At present, that
cost is deemed unaffordable, but it -
will be less than what the State.is
| paying at present directly and

| indirectly. -Also, the government has _

no clear idea of how to organise such
training. - ' ’

Receptivity To Innovation
Obviously, these suggestions will
have to be developed in greater detail.
They may not solve.all problems nor
rectify.any one of them completely,
‘but they are likely to mete out justice
for better than at present—and do so
without introducing artificial
distortions. These suggestions have
been made to indicate that intéresting
-alternative solutions are available if
only there is a will to seek them. That

and . technological

100%

Percentage .Enrolled

" Poor.

y >
Years of Schooling
Fig:2 Minimiéing Entry Level From Arbitrarily High Level A to
' Minimum Acceptable Level B(a) Increases Proportion pf the Poor who
Qualify; (b) Raises Enrolment Rate From aa to bb. :

\

Price

v

Quantity

Fig:1 Lowering supply curve from SS to S’S’ _Shifts Market |
Equilibrium from E to E’—Lowers price and increases Quantity:

is, the problem is not the impossiblity ~as it does ‘in prejudice—cultural,
~of finding feasible-solutions but the . political, administrative a'nd even
impossiblity of getting people to listen. intellecutal—the kind of prejudice that
That is another. kind of cultural , promotes the infanticide of new and
problem.- The .threat to technology strange ideas.: o
development lies not in ill-equipped :
laboratories, norininadequate finance - The author is an eminent

scientist.
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OIL & NATURAL GAS CORPORATION LTD.

- We have become
a limited Corporation

(Company) with
 unlimited possibilities.

~ Our47,000 employees

- willnow share
 the company they keep.
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THE ARBASSADOR BOMBAY

AURANGABAD

Bombay and Madras.

the galeways of India.
Aurangabad — a cily

which boasts of the

2000 year ald Ajanta

and Eliora caves. are

the focations where

we present The
Ambassadors. Hotels

that pride themselves

i providing the best

of Indian hospitatity.
Excellently appointed

rooms. a choice of

indian and ~

Internationa! Cuisine

and ideal focations in

their respective cilies

have been our prime forte.
CCTYs. refngeralors

1n 1o0ms, rgund the

ctock Room Service.

special meals.and

secretarial services.

come without

your request,

For reservations:

The Ambassador
Churchyate. BOMBAY 44U 02U
Tel: 2041131, Tix.: 011-82918
Cabie. Embassy . Fax: 2040004
Ambassader AJANTA
Chikalthana. AURANGABAD 431 210
Tei.: 82211 82215.

Cable. Ambassadnr
Ambassador PALLAVA

53. Montieth Road

MADRAS 600 008.

Tel.. 868584 862061 Tix : 041-7453.
Cable. Palambas Fax: 868757
Sales Office {New Delhi}:
164 . Sunder Nagar. NEW
DELHI 110 003. Tel.. 619069 637339.
Tix .. 031 3288

Tte bxﬁn/aa.ua(/wc gmc% c% %/e@

BOMBAY » AURANGABAD @ MADRAS

" THE AMBASSADOR AJANTA.

»

a -

THE AMBASSADDR PALLAVA. MADBAS
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Mather+Plat

THE MATHER AND PLATT ‘PACKAGE’

OF FOOD PROCESSING PRESERVATION & PACKAGIN G MACHINERY

*

PRE COOLING AND COLDSTORAGE EQUIPMENTS F OR _ :
FRUITS (GRAPES, MANGOES, STRAWBERRIES, LITCHIS ETC. ), '
VEGETABLES AND CUTFLOWERS. ' '

RIPENING CHAMBERS FOR BANANAS AND MANGOES

*  MUSHROOM PROCESSIN G AND CANNING LINE.
*  ESSENTIAL OIL, OLEORESIN AND PECTIN EXTRACTION LINE
*  FRUIT & VEGETABLE PREPARATORY, PROCESSING, AND
CANNING EQUIPMENT. .

*  FRUIT JUICE CONCENTRATION EQUIPMENT
*  POTATO CHIPS/FLAKE LINE.
*  PEAS PREPARATORY AND PROCESSING LINE.
* DEHYDRATION LINE.

-#  LEMON JUICE AND OIL EXTRACTION LINE.

*° AUTOMATIC FILLING LINE AND OTHER PACKAGING EQUIPMENT.
*  BOTTLING LINES.
*  TURNKEY PROJECTS. , ' :
*  FROM SINGLE UNITS TO COMPLETE PROCESSING LINE-CUSTOM-BUILT TO

SUIT NEED BASED INDIVIDUAL REQUIREMENTS

MATHER AND PLATT (INDIA) LTD. - MATHER AND PLATT (INDIA) LTD.

- PROCESS MACHINERY GROUP, _  HAMILTON HOUSE, J.N. HERDIA MARG,

POST BOX NO. 7 . -~ BOMBAY-400038.
BOMBAY-PUNE ROAD, TEL :2618275-77
CHINCHWAD, PUNE-411019 - BYMIRRRSIN  1Ax : 91-022-2614632
TEL  :776196 (3 LINES). - TELEX :011-85125, MPBY IN. .

| FAX  :91-0212-771643. .

TELEX : PN-0146-251, MPCW-IN




“AIR: 208 IRS AIR:236 CUSTOMS AIR:254 IRS AIR:276 IAS AR :294 IAASV AfR : 361 IRTS

-«8haron ShefaliSen  GSRKRV Kumar KM Raziuddin M.Maheshwara Ro Samjukta Ray - ‘Perin Devi Rao

et

Sabyasachi Ghosh . D. Vani Basavaraj Manoj Abraham KVVG Divakar B N. Balasubramanyam
AR:33 IAS - AIR:73 IAS AIR: 85 IPS AIR:107° -~ IPS AIR:169  IPS AIR:182 CUSTOMS

Rajgopal Sharma K. Sreenivasulu ) S.Uma . '.P.Sankamarayanav

Kesavan Engmeer R.V. Reddy

AIR:384 - IAAS . AIR:439 [AS AIR:441 Group-A  AIR:487 Group-A  AIR:503 Group-A  AIR:548 Group-A.

‘Subjects offered are:

* General Studies ¢ Essay P;ibl_ic’ LIEMITED
Administration * Telugu * History. " SEATS
Join now for the 1995/96.. Attempt and ensure success. S
Contact for General Studies Crash Coursein ADM! si ﬁ N
September. | o P

- G.S. StudyMatemle 500/-

# One of the All India Toppers among SCs.  AIR — All India Rank

GET IN TOUCH

l Madina Edlmmon Cenire .
s . Public Garden Road, Hyd-1. E
. Tel: 237184 B
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These are somé of the countrles t6 which our dyes and intermediates are regularly exported. But more
Imporlanlly, they are homes to some of the world’s leading dye and Intermedlate user companies. Whose standards
are as good as their reputation. Living up to which is tough. - -

Bul we do. Which is why we setup the ultra-modern ‘Kroma Lab’, our R&D division. Equipped it with state-of-the-
artinstruments like Computer Colour Matching Spectrophotometer, High Pressure Liquid Chromatograph, UV Vls.,
.Spectrophotometer and High Performance Thin Layer Chromatograph

Not just to formulate high quality dyes and Intermediates but also to help maintain conslstency of quality. Just
the reason why we use our own intermediates to make dyes. Because consistency of quallty, as you know, is a key

“factor behind the success of a dye company.
Moreover, to ensure quality control at every stage of productlon we have rellgiously committed ourselves to TQM.
So, next llme, come to us for dyes and dye intermediates. We have a whole new worid opened up for you.

' METROCHEM
INDUSTRIES LTD.

Corporale Otfice - 508- 509 "SHILP", C.G. Road, Naviangpura, Ahmedabad-380 009, india.
Phone : 423212, 427713 Telex : 121:6647 MTRO IN, 121-6083 ANIL IN Fax : 91-272-427838,

P
Mudra:MCL:7155
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 GATT Accord
- Agricultural Exports

Surinder:-Sud

THE impact of the historic GATT
accord would indeed be more dramatic
on agricultural trade than in other
spheres. This-is because there have so

far been no rigid rules and principles:

to guide the global trade in farmgoods.
The major players in the world market
have managed to manipulate it to suit
their vested interests through domestic
and export subsidies and tariff and
non-tariff barriers. The GATT
| agreement would, for the first time,
bring it under an international
discipline. - ‘

Close scrutiny of the GATT accord
| indicates that its positive impact on
agriculture in developing countries
may outweigh the negative aspects.
Predominantly agricultural countries
like India which have managed to
develop a strong research and

noi fear much. The level playing field

likely to be provided to them in the
international market of agricultural
goods with the implementation of the
new GATT'provisions should, in fact,
help them increase their exports.

There is, however one rider to it.
Thése countries would have toimprove

the production efficiency of their farm
sectors to be able to compete in the
international market. Besides, the.

quality of the produce, too, would have
to be.improved substantially to
conform to the global standards which

have already been setby the developed

countries which have so far dominated
the international market.

Export Potential ,

The Indian agriculture, which has
tremendous inherent export potential
thanks toits vastdiversity of products,

and varied agro-climatic conditions,
stands to gain in particular.
Globalisation would expand the market
for Indian farmers, it is felt. But the
country would have to cope with the

‘stringent sanitary and phyto-sanitary

measures envisaged in the accord.

Besides, conscious efforts would have

to be made to give a distinct export-
orientation to production. Various trade

. laws would have to be amended and

new ones introduced to enable traders
function effectively in both domestic

-and international. markets. Fresh

investment should be made in those
sectors where the country has an edge
over the: other players in the world
market. Fortunately, efforts seems to
be already afoot in some of these areas.

The Commerce Ministry, which
represented the country in prolonged

. negotiations that led to the finalisation

of the GATT accord, feels that it would
resultin significantexpansion in world
trade in agricultural commodities.
“India should be able to increase its
ownexports by US § 1.5 to two billion
annually in addition to the normal
growth”, the Commerce Minister, Mr
PranabMukherjee stated in Parliament.

‘This estimate is based on the [
.assumption that reduction in export

subsidies on agriculture by the
developed countries would make
Indian agricultural exports more

-competitive in the world market.The

Minister had also pointed out that

despite their strong reservations .

regarding permitting the importofrice,
even countries like Japan and South
Korea had agreed to allow market
access for rice to -other exporting
countries. Experts believe that several
other agricultural commodities,
including sugar, which have been

“subsidised by many countrics, would
" now find a place in the international

‘bazaar.

New Provisions _
The trade in farm goods has de

| development base of their own need
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facto been excluded from the earlier
GATT system through specific
exemptions: There were no curbs on
domestic support as well as export
subsidies. Several kinds of non-tariff
barriers had also been 1mposed by
major players in international market
to gain an advantageous position vis-
a-vis smaller players.

Thevpresent GATT accord, on the
-other hand, has elaborate and well
defined provisions for guiding global
trade in farm goods. It envnsagcs the
subsidised volume of éxports to be
reduced by 21 per cent while the
budgetary supportforexport subsidies
in terms of value to be cut down by 36
percentovera period of six years from
the date of enforcement of the new
provistons.

On imports of agricultural
commodities, the provision of the
GATT is clear: market access can be
‘restricted only forbalance of payments
considerations and not for protection
of domestic agriculture. Elaborating it

’ : [
further the accord lays down that such
restrictions on imports must be price-
based alone so that all non-tariff

measures including quantitative curbs -

would have to be converted into their
tariffequivalents. It makes it incumbent
forall countries toprovide a guaranteed
minimum market access to nnports
which would be three per cent of

domestic consumtpion to start with
and would be expanded to reach five
per cent over a period of six years.

For developing countries, however,
the minimum market access
commitment would be less, at two-
thirds of what is specified for others—
that is two per cent to begin with and
then rising to 3.33 per cent over a
longer. period of ten years.

Significantly, it stipulates that the
.actual market access (meaning

imports) cannot, at any stage, be lcss

“than actual average annual imports

during the period 1986 to 1988.

AMS

Inthe case of agricultural subsidies,
the GATT agreement requires

calculation to be made by each country”

regarding Ag ggregate Measurement of

‘Support (AMS) separately for product

specific and non-product specific
subsidies. For developing countries, a

limitof 10 per cent has been stipulated

separately for these two kinds of

subsidies below which there is no

obligation to make any reduction. The
countries having aggregate measure
of support in excess of 10 per cent are
required to reduce the present level of

“domestic support by 20 per cent,

For all the countries, Lhe
expenditures on general government
services are excluded from the purview

of calculation of AMS. -For the.

computation -of non-product specific

' subsidies, the i Inputs to be considered

are: fcmhsers, agricultural credit,
electricity and irrigation watér.

The calculations made by the’

Commerce Ministry show that the
AMS for non-product specific
subsidies inIndia works outto between
2.9 percentand six percentdepending
upon the various possible sets of
assumptions. Since the agreement,
provides forexemption from reduction
commitment to input subsidies
provided to low income and resource

poor farmers, the effective AMS inthe
country would come to only around
two per cent. This is based on the

© premise that about 30 per cent of the

land is owned by small and mar ﬂmal
farmers.

Subsidy Factor
The. provision in the GATT

-agreement regarding the cut in

subsidised volume of exports also in

budgetary support forexportsubsidies
would, most probably, make goods of
developed countries cOsllier,
improvingthecostcompetitivcnc;:ss of
Indian products. The developed
countries would also have to cut down
agricultural subsidies beyond the 10
percentlevel. This would further push
up their -cost of plOdULthﬂ of farm
commodities. India, on the other hand,

“does not have to do anything of the
‘kind as its subsidies at presentare well

within-the prescribed limits for maost
products. Indeed, theoretically, there
isnobaronIndiaon introducing limited
export subsidies, if it so desires, o
gain an added advantage on this count.

Besides, itis provided in the accord
that during the period of ]
1mplementat10n developing countries

. shall not be required to undertake

commitments in respect’ of internal

transportand freight charges on export

shlpmcnts It also lays down that the
provisions of subsidies to reduce ihe
costs of marketing exports of
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agricultural products including the cost
of international transport and ffeight
will not apply to the developing
countries during this period.

Phyto-Sanitary
Of the various provisions of the
GATT, the stipulations regarding the
- sanitary-and phyto-sanitary measures
“are causing concern to India. This is
- because these provisions may be used
as non-tariff barriers for impeding

exports from India and otherA

developing countries.

.

To harmonise sanitary and phyto-
sanitary procedures, it is provided that
contracting partieé shall base their
sanitary and phyto-sanitary measures
on international standards, guidelines
or recommendations where they exist

and generally adopt a-transparent.

| quarantine policy.

However, actually some safeguards
are also provided in the agreement to
prevent the misuse of these provisions.
{ Whilerecognisingtherightof countries
to protect human, animal or plant life
or health, the agreement enjoins upon
themto ensure that sanitary and phyto-
sanitary measures are based on
scientific principles applied only to

| the extent necessary. This, in a way,

should help ensure that these measures

~are not used as a dlsgulsed restriction’

on trade.

In any case, India cannot escape
from improvingits sanitary and phyto-
sanitary measures and introducing a
sound, uniform and transparent system
in this regard. Such a move is, in fact,
both necessary and desirable. It will
indeed be in the long term interest of
the country. Even the domestic market
would stand to gain in the process '

Advisory Committee
Fortunately, the government seems
to be alive to the constraints as well as
opportunities emanating from the
GATT accord. This is reflected in the

move to set up a scientific advisory .

committee, headed by the well known
agricultural expert, Dr. M.S.
Swaminathan, to study the immense
potential for the growth of agreement
in the post-Urugudy phase of rule-
based trading regime. The committee
includes secretaries of the Ministries
of ~Commerce, Agriculture,

- Agricultural Research and Education

and Department of Biotechnology as
members. It also has representatives
from the private sector like ITC;
Hindustan Lever, Tata Tea, Indo-

American’ Hybrid Seeds, United~

Planters Association of India,.the

Federation of Indian Chambers~of

Commerce and Industry (FICCI) and

the Federation of Indian Exporters :
Organisation. :

The committee has been asked
specifically to suggest measures
necessary to achieve the foIlowmg
objectives:

— Totakeadvantage of theemerging
-trade opportunities foliowing the
world
plantation crops, agricultural
commodities and. aquatic
products.

— To re-orient research strategies at

the production and post-harvest
levels, especially packaging, so

trade agreement in .

astomeetthe currentand emerging
ecological and consumer quality

. considerations for export
promotion.

To .improve
simultaneously
opportunities

exports
_provide
skilled

for

employment to rural women and |

men in areas such as horticulture,

high value products, health foods |-

and production of high quality
seeds and planting material. -

and |

— To evolve methods whereby

research done by various

~ institutions can be shared and a
‘common strategy formulated.

To formulate a policy framework
for promotion of new technologies
in. plantations and agricultural
exports.

-Horticultural Exports
Boosting farm export has been
declared as a priority area under the

.new agricultural policy aimed broadly -

atexploiting the Jucrative world market

for the benefit of the rural people..

Horticulture has in particular been
chosen to be a thrust area for raising

production as well as exports. The |

optimism on g'ai_nin_g' a foothold in the
global market of these products
emanates as much fromthe agriculture

sector’s . inherent potential ‘as from |
factors like geographical proximity to,

majorconsuming centres of West Asia,
Far East and even Europe.
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Indian horticultural - exponts at
present suffer fr om over dependence
on a féw products—onions and okra
| amongst vegetables and mange in

fruits. This basket can easily be -
widened even before the new GATT

accord is enforced. The signs of this
happening are already visible. Indian
grapes have found their way to the
diningtables in European homes. There
are several other fruits which can be

~/| exported with abitof marketingeffort.
These include banana, litchi and even -

some non-traditional ones such as
[ ‘chikoo, ‘ber, pomegranate, custard
apple, etc. India enjoys an advantage
in terms of quality of many of these
fruits. Forinstance, some of the world’s

best varieties of banana are found in-

India.

: The, vegetables in which India can’

manage to have-an edge over its

competitor's in the export market
include onion, potato, okra; bitter

gourd, chilli and some other seasonal -
-vegetables. It alsohas the capacity and

ability to organisé export-oriented
productionof some non-traditional but
expensive vegetables like asparagus,
celery, bell pepper, sweet corn, etc.

.Or ganically grown Indian vegetables

and other farm products can be -
introducedin the international market. .

increase its
~neighbouring

Presently, most of the fresh “fruits

“and vegetables are destined for West

Asia with small quantities going to |-
meet the demand of the cthnic
population in the U.K. and elsewhére.
With the level playing field likely to

_be-available after the implementation

of the GATT accord, it should be
possible to enter the more attractive |

-European Community market besides

the countries hchalaysna Singapore
and Japan in the East. In bulky stuff
like vegetables, India can gainfully
‘market shate in

countries  like
Bangladesh, Sri Lanka and Mauritius
which have been the traditional outlets
for Indian onions and potatoes. = (3

=

The author is Agrlculnue Editor,
» - Business Standal d.
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. e . "
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-

How? 1t you buy it every month atits normal price of Rs. 3 per copy, then
you have to pay much more than what you pay for it through your annual
-subscriptions. But if you subscribe for it, then you save a lot. This is because

we give you heavy discount on your subscriptions!
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Not Just ISO 9002...
A Global Thrust

o~

_.Théfirstbo’mpéhy inthe ChIdr-AIkaIflndUstry in India to get‘
1SO 9002. @

Modi Alkalies & Chemicals Ltd., a leadrng manufacturer of Caustic
Soda, Stable Bleaching Powder,. Chlorine, Hydrochloric Acid and
Trlchloroethylene has been accredlted with ISO 9002 Certification.

_'Certlfred by NICQA of U. K., MACL is the first company in the Chlor—AIkah
“Industry in India to get this prestigious mternatronal recognition.

Indeed, this would impart an impetus to MACL's quest for excellence in qualrty
and total customer satrsfactron -home and abroad

MODI ALKALIES & CHEMICALS LTD
18, Commumty Centre, New Friends Colony,. New Delhi-110 065, India -

Ph: 6838208, 6831973, 6831773; Telex: 031-75075; Fax: 011-6831851
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~ that comes to us
. __naturally

" Yes, at Canara Bank, growth IS somethmg that is quute '
natural. That's why you'll fi nd, it's been chenshed -
o nurtured and guarded for over 88 years.

- Setting new standards Capltal Adequacy Ratio
shoots up to a record 12.06%, well above the
mlmmum stipulated 8% - -afull year ahead.

-PRAOFITS

~ .
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. e ot ‘
i&XpoRTs .
INNOVATIVE SCHEMES N

Reaplng rich rewards - Net Proﬂt more than
quadruples to Rs.120.35 crores (after makrng
necessaryprowsnons) '

LOANS-RECOVERIES”

CUSTOMER SERVICE
DEPCEITS

_Another record - Owned Funds cross a new
landmark to reach Rs.1,566 crores - the hlghest_

i«;‘.’.ﬁ% S _-'. ~among allNatlonaIised Banks.
Eg ) ) On the gobal front Global Deposits move close
“:;u‘, . ~ toRs. 20,000 crores. Domestlc deposits up by
| N 1 _235% B
T (e e ) D Perfe‘ctly vbavlanced.-MOU commitments met. 'A

- CANARA BA N K

(A Government of India Undenaklng)

" H.0.:J.C. Road, Bangalore - 560 002. o Always a step ahead. Always behind you.
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Survey ¢ Marine Superintendence e Container
Leasing e Container Repairs & Refurbishing;
Clearing & Forwarding. . '

We wish your venture every success :

SEAHORSE SHIP AGENCIES PvT. LTD
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. © 'MARINE CONTAINER SERVICE

Ship Agency / Containar Leasing
© O ' OMEGA INTERMODAL CONTAINER

SERVICES PVT.LTD.
Container Repairs / Depot Operanon
UNICORN EXPORTS
Exports
OMEGA FORWARDERS
Clearing & Forwarding

Branches at : Catcutta, Madras, New Delhi & Ba‘ngaiore
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~ In sign language
it stands for
excellence in petroleum
refining and marketing.
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It is this excellence that has made Indianoil the largest Indian corporation listed in Fortune’s Global SOI_) -
§ Excellence that has.also enriched the quality of life of our people. The Indianoil symbol means many different
services to over 840 million I ndians — wherever they may be § From the snowy heights of Ladakh to Kanyakuman'
at the southern tip. At leading sea ports and every«airport. In the kitchen and on the foad. In the factory andin the~{= <
field § The Indianoil symbol. A recognizable sign of the times. Committed to brmgmg energy to life. -
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