;dlan Plans in many directions. These are discussed bel ~.-é
N ;equate Use of Natural Resources. The natural resources f
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» the trend growth rate
average below 8 per cent per annum
factors is low productivity. Till the
oductivity in India’s manufacturing

of industrial production has been on an
. quring the Plans. One of the important
mid 1980s the change in total factor pr

sector had been negative. This means that the unit cost of production increased.
As a result, exports became dearer and the domestic demand also declined.
This, in turn, increased industrial sickness and lowered the growth rate of
industrial production. Third, PSEs OCCupy a predominant position in the
industrial sector. Many among them are continuously incurring losses because
among other factors, they have been using outdated technologies and their
productivity 1s very low. Fourth, before 1992 the Government followed such
policies as stringent controls and regulations, protection, subsidies, fixation
of administrative prices, and high marginal tax rates on companies. As a result,
inefficiencies increased and productivity declined in the industrial sectér.
Lastly, the failure of the supplies of such infrastructural facilities as energy,
transport, communication, etc. to match the increase in their demand has led
to slow economic growth.

7. Defective Foreign Trade Policies. Another cause of the failure of Indian
Flans relates to defective foreign exchange and trade policies. India persisted
with a fixed and over-valued exchange rate for the rupee. Further, high tariffs
and quantitative restrictions led to the policy of import substitution and
Production for the domestic market. These policies worked to the disadvantage
of €xports. Despite the 1966 devaluation, the progressive and substantial
depreciation of the rupee since the early 1970s and a variety (.)f export
Incentives, the overall performance has been slow and erra.tic:9 India’s share
of tota] exports declined from 1.85 per cent of world trade in 1950 to 0.6 per
€t in 1997. High import duties, the ban on the import of consumer gOOdﬁ
4d precious metals and the desire of businessmen to shift part (?f their wealt
Proad—all led to smuggling and illegal transactions in foreign e?(chagrégg-
Exports tended to be under-invoiced and imports tencli(f):d to be over;‘m\;(zed ai

> aresult, smuggling and illegal transactions grew.” They af;e f’:l t:lrllannels.
*ughly one-fourth of the total receipts from exports 'tl?r.ough 0 101G e
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6 per cent in 1980-81 which T0Se t0 45.6 per ¢ b
1arg¢ gap between savings and investment,

-. /nde‘naken’ by the Government to manage its fisca] aff

- So far as the ext

e ‘:;Iam@ﬁg-;.tﬁevmost,rindebted developing countries. Its external debt as thé'raﬁid

" of GDP, rose from 9.9 per cent to 11.0 per cent over the. period. Thug Indjg
 increasing indebtedness in absolute terms reﬂects the failure of Indiap Plang
" 9. Increase in Deficit Financing. The Indian economy has been faced Witl;
the dilemma of deficit financing and the consequent inflationary pressures
Deficit financing is an inevitable feature of fiscal management and accordingly;
it has been resorted to in larger doses with every five year Plan. But jt g
during the Sixth and Seventh Plans that it crossed the limits of safety. During
the Sixth Plan, deficit financing was to the tune of Rs. 15,684 crores as againg
the projected sum of Rs. 5,000 crores. The magnitude of deficit financing
during the Seventh Plan had been a staggering amount of Rs. 28,256 croreg
(at 1984-85 prices) which increased to Rs. 33,037 crores at 1991-92 prices in
the Eighth Plan. But the criterion of the economic condition of the Government
is the fiscal deficit which is the difference between total expenditure and total
revenue receipts and which also includes all borrowings and their payments
by the Government. The fiscal deficit has been continuously rising since the
1980s. During the Sixth Plan, it was on an average 6.3 per cent of GDP and
in the Seventh Plan it increased to 8.2 per cent, and further to 8.3 per cent in
1990-91. But it declined to 4.7 per cent in 1996-97. The country has been in
the grip of a fiscal crisis due to a steady increase in Government expenditure,
especially non-Plan expenditure. Its main component has been a continuous
increase in interest payments. But the principal reasons for the rise in deficits
have been less receipts from investments made out of Plan expenditures and
inefficiencies which have led to the wastage of scarce resources. On the other
hand, direct tax receipts have been very low. Whereas domestic borrowings
and budget deficits have been much higher than the targets, the interest
payments and food and fertiliser subsidies have not declined much. These
have led to a fiscal crisis which points towards the failure of Plans.

10. Defective Planning. The planning process has been defective fro
the beginning in. India. The country has been following a fragmented approa®
rather than an 11?tc;g.rative approach towards planning with the result a
development 'flctlvmes have not been commensurate with the investrnﬁ_nts
made. In certain cases, mtfltiple agencies have been engaged in implementmg
a single development project. While in the case of many similar projects to0
many agencies have been operating leading to thin spread of scarce resou

- 10. A Vaidyanathan, op. cit.

=k i
Scanned with CamScanner

ernal debt liabilities are concerned, India ranks

rces:




' .' I!'—: "'E"-‘—’-.q .

i

formalation, &
- ““d“
, mwmdm‘

has been its over centralination and faslore o if
m thmwu
jon. Despite India’s satisfaciory growth rate, the |
Report, 1999 ranked India as 85th amos U”lu.
L8 Hwrin Developeen: Indes which s a
gy. leracy, and real GO per capita NP

Scanne d with CamScanner



