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INDIA: A COUNTRY OF THE FUTURE?
R.M. Honavar l

India is sometimes referred to as the country of the future, i.e., a likely candidate for the mem-
bership of the growth league of Newly Industrialised Countries (NIC). This paper examines the
possibility of such an eventuality, not in isolation, but in comparison with the development of China,
another large and poor country aiming at the same goal. The growth performance of China over
roughly the same period in the second half of the twentieth century seems to have been much superior
to that of India. The factors responsible for this superiority have been a very high saving and
investmentrate, single minded effort at growth, general acceptance of goals of growthand disciplined
work due to communist ideology, and removal of obstacles, like great inequality and promotion of
a relatively high quality of life. Indian effort, on the other hand, has faltered because of relatively
low savings and investment, acceptance of a number of desirable goals which often clashed with
each other, and the existence of a social and political structure which made it difficult to mobilise
the necessaryeffortfor development. The diversity and divisiveness of the Indian society led sometimes
to wrong priorities and sometimes to dissipation of effort. Considerable progress has been achieved
inthe past, in spite of such handicaps and, in view of the much better current shape of the economy,
India will continue to grow significantly. It is unlikely, however, that progress will be so high as to

lead India to a membership of the NIC growth league.

INTRODUCTION

When India launched her programme of
planned economic development in the fifties, she
attracted the attention of the world as it was
considered a novel experiment in democratic
developmentby a poor country. High hopes were
entertained about the overall growth of the
economy and the increasein the standard of living
of the Indian people. "Forty years and seven Five
Year Plans of development later, the Indian
experiment is hardly noticed; or else India is
pejoratively referred to as a country of the future.
Newly industrialised countries (NIC) like Korea
and Taiwan hold the centre of the stage, as
champions in the growth league, because of their
tremendous overall growth in this period. Start-
ing from the same low level in the fifties and the
sixties, their per caput incomes have risen to
middle income country levels. City States like
Hong Kong and Singapore have achieved aneven
higherlevel of prosperity during this period. Even
late starters like Malaysia and Thailand have
begun to grow rapidly and there are expectations
that they will join the ranks of the NICs in the not
too distant future! Last of all China, which is
similarto India in terms of size, population, skills,
poverty and other problems, appears to be forging

ahead of India rapidly.!

How has this come about? Are they better
endowed with resources than India? Obviously
the City States do not have any natural resource
other than the ability of their people; and South
Korea and Taiwan cannot by any means be
described as overly rich in resources. All these
countries import raw materials from abroad and
transform them for sale abroad again. Therefore,
their skills, productivity, ability to organise and
support from government policies seem to have
been the foundation of their prosperity. Another
possible ingredient is help received from friendly
countries to overcome initial hurdles and later
critical problems.

A comparative study of the development pro-
cess could help throw light on why India has not
made the kind of strides which these high-fliers
have made. Such a comparison may not, how-
ever, be entirely meaningful because of India’s
size, population, diversity of its people, heavy
dependence on agriculture and the magnitude of
resource transfers needed. A comparison with
China, however, may be more meaningful
because of the similarity in the nature of the
economies and because of the similarity of the
problems faced in the course of development.

A comparative study has, however, certain
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limitations arising from the fact that no two
economies are totally alike. Certain policies
which have worked in one society may not nec-
essarily work in another because of the differ-
ences in their structure and institutions. Similarly,
some instrument which is feasible in one society
may not at all be feasible in another society. For
example, exchange rate adjustments were rela-
tively easy inan economy like South Korea where
President Park’s writ ran unchallenged till his
assassination. On the other hand, it was an
extremely agonising decision in an economy like
India where till recently the entire nation would
regardit notas aprice adjustment butas a national
dishonour. Similarly, the vigour with which aone
child family norm is pursued in one-party China
would be totally out of question in India with its
multiplicity of political parties and religious
groups whose perception of the goals of family
planning differ quite widely. In spite of these
limitations, a comparative study would throw up
many factors which would be quite meaningful
in explaining differences in development and
suggesting remedial action. It would also be
helpful in giving an idea of the kind of growth
which India is likely to achieve if she continues,
more or less, in the same manner as she has been
doing so far.

I

ECONOMIC DEVELOPMENT IN INDIA

To begin with, it is necessary to list all the
achievements of India in the field of development
in these four decades to get a proper perspective.
India’s development record in the second half of
this century can be considered good in compari-
son with its performance in the first half, National
income has grown over four times in these forty
years, the trend rate of growth being around 4 per
cent per annum. It was 3.4 per cent per annum in
the first thirty years and 5.5 per cent in the last ten
years. As against this, the trend rate of growth
was just 1.2 per cent in the period 1900-1946.
However, the per caputincome increased from
Rs 1,127 in 1950-51 to Rs 2,227 in 1990-91 (at
1980-81 prices), an annual rate of increase of only
1.7 per cent, mainly due to the greater increase in
population. Population, which increased by only
1.26 per cent per annum between 1941 and 1951,
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grew at much higher rates in the subsequent four
decades. It was 1.93 per cent between 1951 and
1961, 2.24 per cent between 1961 and 1971,2.28
percentbetween 1971 and 1981 and 2.11 percent
between 1981 and 1991. As a result, total pop-
ulation increased from 361 million in 1951 to 844
million in 1991. India, therefore, continues to be
among the 57 low income countries of the world
out of a total of 207 [World Bank, 1994, p. 20] .
India sought to achieve rapid development
through a planned economy, instead of following
a laissez-faire policy. Following the Harrod-
Domar model, growth was to be achieved by
increasing the volume of investment in each five
year plan. It went up from Rs 3,360 crore at
current prices in the First Five Year Plan to
Rs 322,366 crore in the Seventh Plan. The gross
domestic capital formation rate went up from 10.2
per cent in 1950-51 to 24.6 per cent in 1990-91.
The gross domestic saving rate increased from
10.4 per cent to 21.9 per cent during the same
period, the difference between the saving and
investment rates being made up by the inflow of
external savings or outflow of domestic savings.

Agriculture: The performance of Indian agri-
culture has been very good in these forty years.
Agricultural production has increased at a
compound rate of 2.7 per cent over this period,
which contrasts with the growth rate of 0.25 per
cent in the first half of this century. If, however,
we split this period into two sub-periods - 1949-50
10 1964-65 and 1967-68 to 1988-89 - and ignore
the two years of severe drought namely, 1965-66
and 1966-67, the growth rate is 3.1 and 2.6 per
cent per annum, respectively. The production of
foodgrains has gone up from 50.8 million tonne
in 1950-51 to 176.2 million tonne in 1990-91.
While the output of rice increased by about three
and ahalf times during this period, the production
of wheatrose by more thaneighttimes. The output
of jowar and bajra increased only moderately the
output of maize rose by more than five times. The
performance of pulse production has been
somewhat lacklustre. The output of other crops
has also increased in a reasonable manner, par-
ticularly of sugarcane, oilseeds and cotton (Table
1).
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TABLE 1. PRODUCTION OF PRINCIPAL CROPS .

(million tonne unless otherwise stated)

Crop 1950-51 1970-711 .1990-91

Foodgrains 50.83 108.42 176.23

Rice 20.58 42.23 74.59

Wheat 6.46 23.83 5452

Jowar 5.50 8.11 11,88

Bajra 2.60 8.03 691

Maize 1.73 7.49 9.07

Pulses 8.41 11.82 14.06

Potato 1.66 4.81 15.25

Oilseeds 5.16 9.63 18.46

Sugarcane* 57.05 126.37 240.29

Tobacco 0.26 0.36 0.56

Tea 0.27 0.41 0.72

Cotton** 3.04 4.76 9.76

Jute and Mesta*** 331 6.19 9.10

* In terms of cane. ** Thousand bales of 170 kg each. *** thousand bales of 180 kg each.
Source: (i) Indian Agriculture in Brief, 24th Edition, Ministry of Agriculture, Government of India, New Delhi.
(ii) For Tea, Economic Survey, 1994-95, Ministry of Finance, Govermment of India, New Delhi.

The result of this growth has been an
improvement in the food/population balance
despite the large growth in population noted
above. Net per caput availability of foodgrains
rose from 395 grams per day in 1950-51 to 510
grams in 1990-91.

How was this improvement achieved? Firstly,
there was an increase in the area sown. Net sown
area went up from 118.75 m ha in 1950-51 to
140.27 m ha in 1970-71 and has stayed more or
less at that level in the next two decades. This is
46.3 per cent of the total area of the country.
Simultaneously, area sown more than once has
gone up from 13.14 m ha in 1950-51 t0 43.24 m
ha in 1990-91. Gross cropped area has thus
increased from 131.89 m ha to 18548 m ha in
these forty years.

Secondly, irrigation has played an important
role in this transformation. Net irrigated area has
more than doubled, from 20,90 m ha in 1950-51
t0 47.43 m ha in 1990-91 and gross irrigated area
has gone up from 22.50 m ha to 61.78 m ha by
1990-91. Net irrigated area went up from 17.5 per
cent to 33.3 per cent of total cultivated area; and
grossirrigated area from 17.1 per cent to 33.3 per
cent of gross cropped area, respectively, in this
period. In 1950-51,39.7 per cent of net irrigated
area drew water from canals and 28.7 per cent
from ordinary wells. The balance of 31.6 per cent
was shared between tanks and other sources. The
picture has changed considerably by 1990-91,

Wells accounted for 50.8 per cent of net irrigated
area, the share of tube wells having risen to 30.0
per cent from almost nothing. The share of canal
irrigation has come down to 35.7 per cent. The
share of tanks and other sources has declined
drastically. The most heavilyirrigated crops were
wheat, rice, oilseeds and sugarcane.

The increasing use of High Yielding Variety
(HY'V) seeds has been another contributing fac-
tor. The area under HYV seeds has increased
substantially since 1966-67, the year in which a
substantial thrust was given to the programme.
From almost a negligible level, that area has
grown to 65.0 m ha in 1990-91, most of it in
grains, principally wheat andrice. The areaunder
HYV seeds was 85 and 65 per cent, respectively,
of gross area under these two crops. Similarly,
the use of chemical fertilisers rose from 1.92 kg
per ha of gross cropped area in 1960-61 t0 69.28
kg in 1990-91. A fair amount of mechanization
has also has taken place. The number of tractors
in use has gone up from 9,000 in 1951 to 14.68
lakh in 1990-91 and the number of pump sets has
increased from 1,09 lakh to 1.49 crore during the
same period [CMIE, August 1994).

There has also been a significant increase in
yield. The index number of yield for rice
(Triennium ending 1969-70=100) went up from
67.3 in 1950-51 to 191.3 in 1990-91, when the
yield rose to 1.756 tonne per hectare. In wheat,
the increase in the index was from 61.6 to 302.0



and the actual yield in 1990-91 was 2,281 tonne
per hectare. While these were all India averages,
they were 2.42, 2.73,3.51 and 3.09 tonne of rice
per hectare for Andhra Pradesh, Haryana, Punjab
and Tamil Nadu, respectively. In wheat, Haryana
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and Punjabachieved yields of 3.18 and 3.59 tonne
per hectare, respectively. Maize, potato cotton
and sugarcane are other crops in which a sub-
stantial yield improvementhas taken piace (Table
2).

‘TABLE 2. YIELD PER HECTARE: MAJOR CROPS

(kg per ha)

1950-51 1990-91
Rice 668 1,740
Wheat 663 2,281
Jowar 353 814
Bajra 288 658
Maize 547 1,518
Pulses 441 578
Potato 6,917 16,195
Groundnut 775 919
Rapeseed Mustard 368 900
Sugarcane 33,422 65,269
Cotton 88 224
Jute Mesta 1,043 1,634
Tobacco 731 1,361
Tea 876 1,678

Source: As in Table 1.

Significant advance has been made with regard
to the production of fish, meat, eggs and milk
(Table 3). The output of fish has gone up by five
times and the output of eggs by more than ten

times. The increase in the output of milk and meat
has been modest but it is claimed that India is the
second largest milk producing country in the
world,

TABLE 3. PRODUCTION OF SUBSIDIARY FOODS |

Foods Unit 1950-51 1990-91
(a) Fish
Marine '000 tonne 534 2,300
Inland -do- 218 1,536
®) T il 1800 21500
¢ on ¥ )
(c) M%fk '000 tonne 17,000 53,931
(d) Meat '000 tonne 514 1,834

Sources: ?) Economic Survey, 1994-95, Ministry of Finance, Govemment of Ilidia, New Delhi.

it) Indian

riculture in Brief, 24th Edition, Ministry of Agriculture, Govemnment of India, New Delhi.

(iii) India: Economic Information Year Book, 1995 by Agrawal et al.

Industry: Since the growth of industry and
infrastructure was the main instrument of
.changing the structure of the economy, industri-
gization has been pursued vigorously. Public
sectoroutlay (which is aproxy for investment) on
power, industry and minerals, rose from 10.2 per
cent of the total in the First Five Year Plan to 41
per cent in the Seventh Plan. As a result, the
growth of industry has been both deep and wide.

The emphasis wason building up basic and capital
goods industries which would enable industry to
grow on its own and without dependence on
imported equipment and technology. This
resulted in the development of industries like
steel, heavy engineering, machine tools, heavy
electrical equipment, heavy chemicals, fertilisers,
cement and a whole range of intermediates.
Simultaneously, development of infrastructure



VOL.7 NO. 4

like railways, road transport, electricity genera-
tion, coal mining, and iron ore raising, took place
in a more or less compiementary manner.
Consumer goods industries, such as artificial fibre
fabrics, radios, bicycles, sewing machines, elec-
tric lamps and fans, and drugs and pharmaceuti-
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cals have also developed during the same period.
More recently, consumer electronics and
motorised two-wheelers and petroleum produc-
tion have grown in a big way. Table 4 gives an
idea of the change in industrial production over
these years.

TABLE 4, PRODUCTION OF SELECTED INDUSTRIES, 1950-51 - 1990-91

Industry Unit 1950-51 1990-91
Tron Ore million tonne 3.00 53.70
Finished Steel -do- 1.04 13.53
Aluminium *000 tonne 4.00 451.10
Machine Tools million rupee 3.00 1,731.00
Railway Wagons thousand 9.00 25.

Commercial Vehicles -do- 8.60 145.50
Cars, etc, -do- 7.90 220.80
Scooters, etc, -do- nil 1842.80
Power Driven Pumps -do- 35.00 519.00
Diesel Engines -do- 5.50 158.40
Agricultural Tractors -do- nil 142.20
Power Transformers million KVA 0.18 36.58
Electric Motors million horse power 0.10 5.86
Fertilisers 000 tonne 18.00 8,045.00
Soda Ash -do- 46.00 1,385.00
Caustic Soda -do- 12.00 992.00
Cement million tonne 2.70 48.80
Bicycles ) thousand 99.00 7,084.00
Sewing Machines -do- 33.00 142.20
Electric Fans million 0.20 4.24
Electric Lamps -do- 5.00 274.40
Radio Receivers thousand 54.00 685.00
Cotton Cloth million 5q. metre 4,215.00 15,431.00
Man-made Fibre Fabrics -do- 300.00 5,126.00
Sugar *000 tonne 1,134.00 12,047.00

Source: Economic Survey, 1994-95, Ministry of Finance, Govemment of India, New Delhi.

Inspite of these impressive statistics, the growth
of industry must be considered unsatisfactory.
Ambitious targets were laid down for industrial
growth in each Five Year Plan and large volumes
of investment resources were provided, but actual
growth was somewhat unsatisfactory except
perhaps during the Seventh Plan. Although the
target rates of growth varied between 7 and 10
per cent, the actual growth rate was only about
6.3 per cent. Industrial growth was particularly
disappointing after the Third Five Year Plan and
until the Seventh Plan.

These figures, however, do not give any idea of
the growth of small scale industry. This has really
been spectacular. In 1990-91, there were 19.38
lakh units in this sector which produced an output
worth Rs 155,340 crore or a little over half the
total output of the organised sector [Economic

Survey, 1991-92, p. 87]. But the investment in this
sector was only 11 per centofthe total investment
in organised industry. Its product coverage
extends from consumer goods and consumer
durables to intermediates and light engineering
goods. The idea behind the promotion of small
scale industries was that they would need less
capital and promote employment. By their very
nature they could function from any location and
would thus avoid urban agglomeration which is
acharacteristic of large scale industry. Itwasalso
hoped that they would nurture the entrepreneurial
spirit and thus contribute to the growth of large
scale industry at a later date. Not all of these
expectations have been fulfilled, particularly
those relating to spatial distribution of industry,
and employment.



Another instrument which was used to accel-
erate industrial growth was the promotion of the
public sector, The theory behind this, following
the socialist model, was that rapid industrializa-
tion would require the setting up of giant enter-
prises with up-to-date technology in areas, which
are unfamiliar but which are necessary in an
overall perspective of growth. The private sector
would not be able to take these up because of the
inadequacy of their resources and because these
would not ordinarily fit into their profit calculus.
Also government’s objective of building an
egalitarian socialist society could be achieved by
the public sector occupying the so called ‘com-
manding héights of the economy’. The Industrial
PolicyResolution of 1956, divided industries into
three categories: (a) those where investment
would be by the public sector alone; (b) those
where both the public and the private sectors
would be free to operate; and (c) those where the
investment initiatives would be primarily with the
private sector. It is in pursuance of this policy
that the number of government companies went
up from 36 in 1956 to 1,160 in 1990 and their
paid-up capital from Rs 26 crore to Rs 44,985
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crore during this period. In contrast, the number
of private sector companies increased from
28,496 to0 197,393 between 1951 and 1990 but
their paid-up capital increased from Rs 749 crore
to Rs 14,737 crore only. The capital employed
in 236 Central Public Enterprises amounted to
Rs 102,083 crore in 1990-91 and their turnover
wasRs 118,676 crore [Economic Survey 1994-95,
p. 109]. The comparative figure of sales for 1,885
large and medium public limited companies and
1,019 large and medium and private limited
companies was Rs 71,787 crore for the year
1988-89. (The figure for central public enter-
prises for that year was Rs 93,137 crore) [Sta-
tistical Outline of India, 1992-93]. Bulk of the
public industrial investment was in sectors like
steel, non-ferrous metals, heavy electrical and
non-electrical machinery, machine tools, petro-
leum and petroleum products, fertiliser, heavy
chemicals, coal and communication equipment.

Industrial development on such a scale is not
possible without supportive infrastructure. Con-
siderable headway has been made in this regard.
Table 5 gives the details

TABLE 5. INFRASTRUCTURE DEVELOPMENT

Infrastructure Sector . Unit 1950-51 1990-91
1. Electricity .
(i) Installed Capacity thousand MW 23 74.7
(ii) Generated billion KWH 6.6 289.4
2. Coal Production million tonne 323 225.5
3. Petroleum million tonne 03 33.0
4. Railways thousand km 53.6 62.4
Freight Traffic billion tonne-km 44.1 2427
5. Length of Surfaced Roods thousand km 157.0 1,001.0
6. Motor Vehicles on Roads thousand 306.0 21,310.0
7. Shipping Tonnage thousand GRT 391.0 6,030.0

Source: Economic Survey, 1994-95, Ministry of Finance, Govemment of India, New Delhi.

Quuality of Life: The goal of development is an
improvement in the standard of living of the
people. It, therefore, implies an improvement in
the quality of life and involves an improvement
in nutrition, health care, public hygiene and
sanitation, and education. Here also substantial
changes have occurred. Total government
expenditure on education has gone up fromRs 61

crore in 1950-51 to Rs 17,669 crore in 1990-91
[CMIE, August 1994, Table 2.8]. Asapercentage
of Gross Domestic Product (GDP) these figures
reflecta movement from 0.68 per cent to 3.74 per
cent. Per caput expenditure has gone up from
Rs 1.70 in 1950-51 to Rs 210.85 in 1990-91.
Table 6 gives an idea of the results achieved.
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TABLE 6. NUMBER OF EDUCATIONAL INSTITUTIONS

1950-51 1990-91
Institutions (numbers)
Primary Schools 2,09,671 558,392
Middle/High Schools 21,012 225,255
Ans, Science & Commerce Colleges 370 4,862
Professional Institutions 208 886*
Universities 27 146
Students (thousand)
Primary 19,155 99,118 .
Middle/High 4,601 54,180
Graduate & Above 174 4,000

* Refers to engineering, medical and teachers’ training institutions.
Sources: 1. Economic Survey, 1993-94, Ministry of Finance, Govenment of India, New Delhi.

2. Seventh Five Year Plan, 1985-90, Planning Commission, Govemment of India, New Delhi.

3. India - Economic Information Year book, 1995, by Agrawal et al.

In spite of all this expansion, the educational
scene cannot be described as very satisfactory.,
Firstly, the expansion of higher education facili-
ties has been relatively greater than that of pri-
mary education. Secondly, the use of the facilities
by females is much less than that by males. The
percentage of literates in the total population has
gone up from 18.3 per cent in 1951 to only 52.2
per cent in 1991 [Economic Survey, 1994-95, p.
s-1]. India probably has the dubious distinction
of having the largest number of illiterate people
in the world. Comparable literacy figures for
males and females for the two years were 27.2
and 8.9 per cent and 64.1 and 39.3 per cent,

respectively. These figures covered in 1991 a
range for men of 94 45 percent in Keralato 51.10
per cent in Arunachal Pradesh; and for women
86.93 per cent in Kerala to 20.84 per cent in
Rajasthan. Although the enrolment of boys and
girls between the ages of 6and 11 was 86 per cent
of their total population in 1990-91, the dropout
rate was as high as 48 per cent.

Good health is an important constituent of the
quality of life as well as productivity. Total
expenditure on health has gone up from Rs 28.2
crore in 1950-51 to Rs 7,496 crore in 1990-91 or
from less than a rupee per head to Rs 89.46. The
increase in facilities is as follows:

TABLE 7. PUBLIC HEALTH FACILITIES

(number)

1950-51 1990-91
Hospitals 2,694 11,174
Dispensaries 6,900 27431
Hospital Beds fora lakh Persons 32 95
Registered Medical Practitioners for a lakh Persons 17 47
Registered Nurses for a lakh Persons 4 30
Ancillary Health Personnel 33,714 479,558

Source: Health Information of India 1992, Ministry of Health and Family Welfare, Government of India, New Delhi.
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The distribution of these facilities is highly
skewed in favour of urban areas. Thus, the
number of hospitals per lakh persons in urban
areas was Six times that in rural areas and the

number of dispensaries was three and a half times |

as large. There are variations in the facilities
available among the various states as well.

The result of all this expansion in medical
facilities has been a decline in the incidence of
communicable diseases and the death rate. The
latter has come down from 27.4 per thousand in
1951 to 11.4 in 1990. Similarly, the infant mor-
tality rate has declined from 146 per thousand
births in 1951 to 80 in 1990. However, the birth
rate has dropped from 399 to only 32.5 per
thousand in this period. Life expectancy has gone
up from 32.4 years in 1951 to 58.1 in 1990 for
men, and from 31.7 yearsin 1951 to0 59.1 in 1990
for women. Despite this improvement these
figures are not satisfactory, not only in compari-
son with those for developed countries but also
with those for many developing countries.

Nutrition is the basis of good health. There are
two ways of looking at the nutrition obtained by
people. First, one can take into account the net
availability of foodgrains, which is the source of
energy for the bulk of the people, and see whether
itis adequate to provide the minimum number of
calories considered desirable. The other is to
define a poverty line - income necessary to pro-
vide the required minimum of calories - and see
what proportion of the population falls below or
above that line. According to the first criterion,
per caput net availability of cereals and pulses
rose from 395 g per day in 1951 to 510 g per day
in 1991, While this is commendable in view of
the more than double increase in population, it is
still considerably short of the 700 g or so con-
sidered by the FAO as the minimum needed. If
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account is also taken of the fact that everyone in
the country is not guaranteed a minimum of food
for consumption, the inadequacy becomes even
more glaring.

This becomes clearer when we look at the

percentage of people below the poverty line. This
percentage is estimated by official agencies (0
have declined from 38 per cent in 1960-61 to 28
per cent in 1989-90 in rural areas; and from-40
per cent to 19 per cent in urban areas. These
figures have been disputed and the reduction in
the number of the poor is said to be much less.
Nevertheless, even according to these figures 211
million Indians were below the poverty line - 169
million inrural areas and 42 million in urban areas
- in 1989-90. According to the Report of the
Expert Group on Estimation of Proportion and
Number of Poor published in 1993, the respective
figures for the year 1987-88 are 313, 229and 83
million, respectively. That is, even after fort
years of continuous development, we have no.
reached astage where everyone in the country h~s
enough to eat; and this condition affects t .
Scheduled Castes and Scheduled Tribes must
acutely. Even as late as in 1983-84,50.9 per cent
of the Scheduled Caste population and 57.1 per
cent of the Scheduled Tribe population were
below the poverty line. The degree of inequality
also seems to have remained almost unchanged.
In 1958-59, the bottom 30 per cent of households
accounted for 13.1 per cent of consumer expen-
diture and the top 30 per cent for 52.6 per cent;
comparable figures for 1983 were 15.2 and 50.9,
respectively.
. The Second Five Year Plan Report contained
an illustrative perspective of growth till the Fifth
Five Year Plan (1971-76). Some of the key fig-
ures in that perspective were as follows:

‘TABLE 8. PERSPECTTVE OF GROWTH, 1951-1978

(At 1952-53 prices)
A B C D B
1st Plan 2nd Plan 3rd Plan 4th Plan 5th Plan
(1951-56) (1956-61) (1961-66) (1966-71) (1971-76)
1. 'National Income atthe Endof the p 10,800 13,480 17,260 21,680 21210
Period (Rs crore)
2. Investment as Percentage of National 7.3 10.1 137 16.0 170
e
3. ?opltlxllui)onuthe End of the Period 384 408 434 465 500
milkion
4. Incremental Capital-Output Ratio 1.38 2.30 2.62 336 370
5. PerCapita Income at the End of the 281 331 396 466 546

Source: Second Five Year Plan, 1956-61, Planning Commission, Government of India, New Delhi, p. 11.
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The actual performance has been as follows:
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TABLE 9. ACTUAL PERRORMANCE

A B C D E
1. Index Number of National Income at 119.4 144.9 162.5 203.2 2359
1980-81 Prices
2. Investment as Percentage of National 14.3 15.7 16.8 156 18.8
Income
3. Population at the End of the Period 359 - 434 485 541 607
(mallion)
4. Incremental Capital-Output Ratio 32 4.1 54 57 39
5, Index No. of per Caput NNP at 1980-81
Prices at the End of the Period 109.0 119.8 1203 1348 139.5

Source: (i) India: Economic Information Year Book, 1995, Agrawal et al.

(ii) Statistical Outline of India, 1992-93.

Itis obvious that the expectations embodied in
the perspective have not been fulfilled at all,
National income which was expected to be two
and a half times as large was slightly less than
double. Similarly, per caputincome which should
have risen by 136 per cent was higher by only 28
per cent. This was because population growth
was much faster than anticipated. In 1971 itself
it was as high as 541 million as against the proj-
ected figures of 466 million for 1971 and 546
million for 1976, respectively. At the rate of
growth prevalent in the decade, it would have

been over 600 million in 1976. Again, though
investment as a proportion of national income was
higher than anticipated, it did not lead to higher
growth because of a larger increase in the
capital-output ratio. The Incremental Capital-
Output Ratio (ICOR) was almost twice as high
except in the Fifth Plan. Itis worth noting that
per caput income has not doubled even at the end
of forty years! '

The same story emerges, if we look at targets
(T) and achievements (A) of each Plan:

TABLE 10. PLAN-WISE TARGETS AND ACHIEVEMENTS

‘ (per cent growth)
National Income Per caput Income Agriculture Industry
Plan
T A T A T A T A

Ist Plan (1951-56) 21 3.6 0.9 1.7 - 29 7.0 59
2nd Plan (1956-61) 45 39 3.3 19 0.0 32 10.2 6.4
3rd Plan (1961-66) 56 23 32 0.1 6.0 -0.5 10.7 6.8
4th Plan (1969-74) 57 .33 - 09 5.0 26 7.1 37
5th Plan (1974-79) 44 4.9 - 26 4.0 34 9.0 6.3
6th Plan (1980-85) 52 54 35 32 338 55 6.9 6.2
Tth Plan (1985-90) 50 5.8 32 36 40 34 83 6.5

Source: India: Economic Information Year Book, 1995, by Agrawal et al., p. 318.

The performance of agriculture has varied a
great deal with overfulfilment of targets only in
recent years. Industry, on the other hand, has
consistently fallen short of targets, except in the
Seventh Plan. It has, however, shaken off the
stagnation of the mid-eighties and has moved up
to higher levels of performance.

Regional Development: India, being a large

country, overall statistics may not give a proper
picture of the progress that has taken place in
different parts of the country. For this one has to
look at state-wise statistics. For example, sta-
tistics of per caput State Domestic Product (SDP)
show that in 1989-90, Madhya Pradesh’s per
caput SDP at Rs 678 was a little less than a third
of the all India figure of Rs 2,169; and Goa’s per
caput SDP at Rs 3,678 was 1.7 times higher. 12
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out of the 20 States/Union Territories for which
datais available had SDP lower than the all-India
average. Only five states, namely, Goa, Pondi-
cherry, Haryana, Punjab and Maharashtra had a
SDP above Rs 3,000. The highest per caput SDP,
that of Goa, was 5.4 times that of the lowest, that
of Madhya Pradesh. Again,in 1987-88 as against
a percentage of 29.9 of people below the poverty
line for the country as a whole, the percentages
of poor people were as high as 40.8 in Bihar, 36.7
in Madhya Pradesh and 35.1 in Uttar Pradesh.
Only Punjab, Himachal Pradesh and Haryana had
poverty percentages as low as 7.2, 9.2 and 11.6,
respectively. Of course, compared to 1977-78
there has been noticeable improvement. The all
India percentage of population below the poverty
line has fallen from 48.3 to 29.9. States like
Karnataka, Maharashtra, Tamil Nadu and West
Bengal which then had half their population
below the poverty line have shown substantial
improvement. Butlarge and populous states like,
Uttar Pradesh, Madhya Pradesh and Bihar con-
tinue to have rather large numbers of poor people.

The External Sector: All developing countries
undergoing industrialisation have to import
machinery, equipment, components and inier-
mediates in the initial years and pay for it through
exports. If they cannot, they seek external
assistance, which is aninflow of external savings
into the economy. India has had a more or less
continuously adverse balance of trade in these
forty years because of a tardy growth of exports,
the size of the adverse balance being particularly
largein the eighties. Invisibles have not been able
to cover this gap except for a few years after the
first oil crisis in 1973, when the flow of remit-
tances from migrant Indian workers in the Gulf
assumed a substantial size. Therefore, India has
been continuously dependent on external assis-
tance. However, the inflow of aid has not been
heavy. Except for the Second and the Third Five
Year Plan periods when net aid was 19.2 and 20.6
per cent of total Plan investment, respectively, it
has never been higher than 6.2 per cent. If any-
thing, the percentage has declined slightly in
recent years. Bulk of it has been on concessional
terms.
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However, in the eighties, a good deal of bor-
rowing from the world capital markets both by
government and private parties has taken place.
This wasrelatively short term and the interestrate,
being governed by market forces was much
higher than on assistance from developed coun-
tries and certain multilateral agencies. The
country has also attracted a substantial volume of
deposits from non-resident Indians (NRI) by
offering rates of interest higher than those they
would get in the countries of their residence.

The result of all this borrowing was that, in
1990-91, India’s outstanding medium and long
term debt was aroundRs 100,000 crore, excluding
NRI deposits. Including them it was a little over
Rs 120,000 crore [Economic Survey 1991-92, Pp.
78-79]. Debtservice, defined as amortization and
interest payment, has been growing steadily
because of the growing volume of debt and the
hardening of terms over recent years. The debt
service ratio, i.e., the proportion of debt service
toexports and invisible receipts, has gone up from
alittle over 9 per cent in 1980-81 to about 21 per
cent in 1990-91. If we take into account the
liability arising on account of NRI deposits, the
figure would be still higher by a couple of per-
centage points.

If such alarge debt service is notto actas abrake
on development, exports have to increase sharply
year by year. In the first ten years of this period
exports were almost stagnant at Rs 643 crore in
1960-61, because the main traditional items of
export like tea, cotton textiles and jute textiles
hardly showed any growth (Table 11). It has been
argued that India suffered from export pessimism
and, therefore, failed to take advantage of the
growing world market for textiles and other
consumer goods as the newly industrialised
countries (NIC) did. Serious export effort began
in the late sixties and exports rose by more than
four times between 1970-71 and 1980-81. This
was partly due to the prosperity of the gulf
countries after the quadrupling of oil prices in
1973 and to the emergence of new products like
fish, iron ore, leather goods, ready made gar-
ments, polished diamonds and certain types of
machinery and transport equipment. Between
1980-81 and 1990-91, exports grew by almost
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five times to Rs 32,553 crore due to the growth
-of the same items, as relatively low Indian wages
and export incentives made them price competi-
tive. Export growth became quite difficult
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towards the end of this period because of the
deterioration in world economic conditions and
increasing protectionism among developed
countries.

TABLE 11. FOREIGN TRADE: TRENDS

(Rs crore)
Year Imports Exports Balance of Trade Exports as Percentage
of Imports
1950-51 608 606 2 99.7
1955-56 714 609 -165 782
1960-61 1,122 643 -479 5712
1965-66 1,409 810 -599 572
1970-71 1,634 1,535 -99 93.9
1971-72 1,825 1,608 217 88.1
1972-73 1,867 1,971 +104 105.6
1973-74 2,955 2,523 -432 85.4
1974-75 4,519 3,329 -1,190 77
1975-76 5,265 4,036 -1,223 . 76.8
1976-77 5,074 5,142 +68 1013
1977-78 6,020 5,408 -612 89.8
1978-79 6,811 5,726 -1,085 84.1
1979-80 9,143 6,418 2,725 70.2
1980-81 12,549 6,711 -5,838 - 53.5
1981-82 13,608 7,806 -5,802 57.4
1982-83 14,293 8,803 -5,940 61.6
1983-84 15,831 9,771 -6,060 61.7
1984-85 17,134 11,744 -5,390 68.5
1985-86 19,658 10,895 -8,763 55.4
1986-87 20,096 12,452 -1,644 62.2
1987-88 22,244 15,674 -6,570. 70.5
1988-89 28,235 20,232 -8,003 71.6
1989-90 35,416 27,681 1,738 78.1
1690-91 43,173 32,553 -10,640 75.3

Source: Economic Survey, 1991-92, Ministry of Finance, Government of India, New Delhi.

This growth was, however, not adequate
because imports also grew rapidly. As the pro-
duction structure grew, because India pursued
industrialisation through import substitution, the
need forimports of raw materials, spare partsand
components also grew and imports had to be
allowed, if capacity setup was tobe fully utilised.
The composition of imports was such that a
reduction would have affected domestic pro-
duction and, thus, indirectly exports. Therefore,
except for two years (1972-73 and 1976-77),
imports always exceeded exports. And in years
like 1960-61, 1965-66, 1980-81, 1981-82 and
1985-86 exports as a proportion of imports were
as low as 57.2, 53.5, 574 and 55.4 per cent,

respectively, duetocertain special circumstances,
Exports as a percentage of GNP rose from 4.2 in
1960-61 to 6.95 in 1990-91. On the other hand,
the percentage of imports rose from 7.4 to 9.22.
Inlater years, imports consisted of bulk items like
steel, non-ferrous metals, machinery, fertilisers,
chemicals, rough diamonds and consumer items
like edible oil. A short-term reduction is not
possible without affecting domestic production
and raising internal prices, both of which might
affect exports adversely. The balance of pay-
ments situation continues to be precarious and its
improvement is vital for further growth (Table
11).
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Prices: One of the undesirable features of Indian
economic development has been the more or less
continuous rise in prices from- 1955-56. In the
initial years the tendency was somewhat subdued
but, after the droughts of 1965-66 and 1966-67,
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inflation was much sharper with occasional great
spurts due to bad monsoons or external shocks
like the oil crisis of 1973 or wars with neigh-
bouring countries. In the eighties it was even more
pronounced (Table 12).

TABLE 12, INDEX NUMBER OF WHOLE SALE PRICES

(1970-71=100)

1950-51 47.5
1951-52 50.4
1952-53 4.1
1953-54 46.2
1954.55 43.0
1955-56 40.8
1956-57 46.5
1957-58 47.9
1958-59 49.8
1959-60 517
1960-61 55.1
1961-62 55.2
1962-63 57.3
1963-64 60.9
1964-65 67.5
1965-66 72.7
1966-67 82.8
1967-68 92.4
1968-69 91.3
1969-70 - 94.8
1970-71 100.0
1971-72 105.6
1972-73 116.2
1973-74 139.7
1974-715 174.9
1975-76 173.0
1976-717 176.6
1977-78 185.8
1978-79 185.8
1979-80 217.6
1980-81 256.2
1981-82 281.3
1982-83 288.7
1983-84 316.0
1984-85 338.4
1985-86 357.8
1986-87 376.8
1987-88 405.4
1988-89 4353
1989-90

Source: Economic Survey, various years, Ministry of Finance, Govemment of India, New Delhi.

The basic reason for such inflation was the
inability of government to raise resources to meet
its developmental needs and non-developmental
expenditure. Tax revenue and domestic and
external capital receipts were not large enough to
cover total expenditure and the excess of expen-
diture over receipts had to be covered by bor-
rowing from the Reserve Bank. The gross fiscal
deficit rose from 0.5 per cent of GDP in 1975-76
to2.4 percentin 1989-90; similarly the monetised

deficit rose from 4 per cent of GDP to nearly 8
per cent, during the same period. This monetised
debt added to the money supply in the economy
and exercised a continuous pressure on prices, the
extent varying according to favourable or unfa-
vourable factors, some of which were mentioned
above. In the eighties, government profligacy was
an important reason for the inflationary pressures
in the economy (Table 13).
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TABLE 13. COMBINED BUDGETARY TRANSACTION OF THE CENTRE, STATES AND UNION TERRITORIES

AND FINANCING PATTERN
(Rs lakh)
Year Total Expenditure  Of Which Non Devel- Total Revenue Overall Budgetary Sur-
opment Expenditure plus (+)/Deficit(-)
1955-56 143,109 63,501 100,842 -14,987
1960-61 258,652 98,729 172,478 11,785
1961-62 284,408 110,791 194,772 -10,258
1962-63 336,713 136,980 232,470 -14,099
1963-64 412,809 177,951 286,834 -18,730
1964-65 459,183 185,199 328,932 -19,415
1965-66 540,713 207,370 360,918 -26,076
. 1966-67 592,188 266,098 400,978 22,556
1967-68 621,800 267,047 434,859 -25,700
1968-69 658,835 279,286 477,260 -36,285
1969-70 701,685 311,524 531,854 2,153
1970-71 806,648 351,245 581,994 -38,276
1971-12 972,596 424,144 670,005 -19,732
1972-73 1,083,933 453,563 716,556 -89,255
1973-74 1,190,771 505,188 877,508 -45,932
1974-75 1,478,959 573,568 1,091,912 -175,108
1975-76 1,811,447 698,457 1,324,244 35,026
1976-77 2,035,659 774,626 1,477,308 -17,956
1977-18 2,234,065 785,673 1,590,238 -101,614
1978-79 2,590,506 918,613 1,834,788 -163,070
1979-80 2916572 1,051,483 - 2,055,889 -1265,480
1980-81 3,537,941 1,270,747 2,314,661 -1345,033
- 1981-82 4,054,630 1,446,317 2,815,967 -251,890
1982-83 4,801,494 1,765,903 3,236,673 -234,548
1983-34 5,569,398 2,121,996 3,624,766 213,497
1984-85 6,673,395 2,474,760 4,208,808 -510,559
1985-86 7,641,535 3,069,144 5,006,699 -343,894
1986-87 9,158,083 3,739,622 5,761,573 -915,038
1987-88 10,324,804 4,425 814 6,622,038 -766,281
1988-89 11,261,041 4,930,022 7,369,330 835,617
Source: India Database: The Economy, by H.L. Chandhok et al., 1990, Vol. I, Pp. 446-449.
Animportant consequence of this was thatprice compulsions, the government faced the

stability became almost as important a goal as
growth. Since the external sector could not be
used to moderate inflation by importing food and
other commodities, price stability often required
abrake on government development expenditure.
This was because government could not check the
growth of non-development expenditure such as
subsidies given to pacify important pressure
groups. Also as government accumulated internal
debt to finance development, because of its
inability or unwillingness to raise tax revenue,
debt service became a major and increasing
component of non-development expenditure,
Since the investments did not yield a surplus
adequate to service this debt and since expendi-
ture was continuously rising due to political

unenviable choice of either more monetised debt
or a check on development expenditure. The
spectre of a debt trap began to loom larger and
larger, because it could not cut development
expenditure beyond a point.

How are India’s achievemenits to be evalnated?
Compared with the relative stagnation of the first
half of the twentieth century, the progress made
is indeed remarkable. Continued growth at rates
higher than those achieved by developed coun-
tries in the same period, wide diversification of
the economy, a certain degree of improvement in
the quality of life - all achieved with relatively
meagre resources and in a relatively free society
- appear to deserve praise. But given the fact that
these achievements fall very much short of what
is needed to enable people to lead a satisfying and
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meaningful life, the praise has to be muted. The
extent of poverty, poor nutrition, incidence of
disease and mortality, the not so high life
expectancy, the looming threat of over-
population, poor infrastructure with regard to
water supply, sanitation and housing, and high
illiteracy - all show that what has been done isnot
enough. This, ina sense, is ameasure of the failure
of the Indian experiment of democratic devel-
opment,

I\

BECONOMIC DEVELOPMENT IN CHINA

The Communists seized power in China in 1949
and began the transformation of its economy
almost immediately. Thus, the deveiopment
programmes of India and China have run parallel
in these forty years or so. The two countries have
other similarities as well, Both are large, China’s
area of 9.6 m square kilometre being three times
as much as India’s. Both have large and growing
populations- 1,139 million peoplein Chinain mid
1990 and 827 million in India in the same year”,
Both were and are amongst the poorest countries
in the world; the latest World Bank Economic
Atlas gives the per caput GDP of the two countries
for 1991 as $370 and $330, respectively [World
Bank, 1994, p. 18]. While India was in need of
extensive rehabilitation because of World War II
and the partition of the country, China had to face
the more serious task of recovering from the
ravages of the Japanese occupation before and
during World War I and the long Civil War,

There were important differences as well.
AlthoughChina’sareaismuchlarger, avery large
part of the country is mountainous or desert and
arable area is only about 10 per cent of the total,
making it much less than the arable area in India.
And this arable area runs from the north to the
south along the eastern coast. Because of these
physical characteristics, regional variations in the
levelsof living tend to be large. The North-West,
West and South-West are mountainous or desert
and, therefore, are poorer than the Northern,
Central and Eastern parts of the country, Sec-
ondly, although the language spoken in different
parts of the country varied as in India, everybody
uses the same pictogram script and therefore,
unlike inIndia, can easily understand each other
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from one end of the country to the other. Thirdly,
the level of physical, linguistic and cultural dif-
ferences which exist, say, among Punjabis,
Assamese and Tamilians in India, do not seem to
exist in China; they all look upon themselves as
Han people. Minorities do exist in China over
large areas, but they are so small in number that
they do not do much violence to China’s homo-
geneity. Finally, China seems to be better
endowed with natural resources. Its coal deposits
are perhaps the largest in the world and were
estimated in 1957 at 1,500 billion tonne, Proven
reserves were much smaller at 80 to 100 billion
tonne. Its oil resources are one of the largest. The
estimates of proven oil reserves vary a great deal
but a conservative estimate for onshore oil
deposits would be 3,000 million tonne with an
equal amount offshore. The estimate of natural
gas runs to 500-800 billion cubic metre. China’s
hydroelectric potential is also very large. Other
minerals of varying quality with which China is
well endowed are: antimony, bismuth, iron ore,
manganese, mercury, molybdenum, tin, tungsten,
barite, fluorspar, magnasite and salt.

How has the economy of China grown in these
four decades? The question can be answered
easily because the Chinese government now
provides comprehensive statistics. Scholars ten-
ded earlier to be sceptical of these figures for
several reasons. Firstly, the government did not
have an adequate statistical service even for their
own planning in the earlier years. There was a
feeling that data for the earlier years were more
in the nature of guesses. Secondly, there was a
total disbandment of the statistical apparatus
during the Cultural Revolation because of the
extreme emphasis on decentralised planning.
Thirdly, there was the familiar problem of dif-
ferences in coverage. A great deal of work and
greater openness since then has led to fairly
satisfactory data being available which give a
fairly good idea of the direction in which the
economy has been moving.

Table 14 gives data about the growth of national
income and of the two important sectors, agri-
culture and industry. Between 1953 and 1985
national income grew at an average annual rate
of 6.6 per cent. Figures are given from 1953
because the first three years were a period of
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consolidation and the First Five Year Plan com-
menced only in 1952, It will be seen that the
growth of the Chinese economy has been high in
a sustained way over such a long period. In the
first 17 years exceptionally high growth rates
were achieved, barring the four years 1958-62. In
these four years there was an actual decline in
national income, because of the disruption due to
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the policy of the ‘Great Leap Forward’ (GLF).
Again, after a relative slow-down because of the
ill effects of the Cultural Revolution, the growth
rate climbed up with the reforms introduced by
Deng Xiao Ping in 1979. This can be seen from
the fact that the average growth rate for the period
was 8.8 per cent as against the overall average of
6.6 per cent.

TABLE 14. GROWTHRATES IN THE CHINESE ECONOMY,, 1953-85

(per cent per annum)
Years National Income Agriculture Industry
1953-57 89 3.7 19.6
1958-62 -3.1 -5.8 1.8
1963-65 147 115 214
1966-70 83 30 12.3
1971-75 55 35 8.3
1976-80 6.0 22 8.5
1981-85 97 99 9.2
1953-85 6.6 34 10.8
1979-85 88 8.1 9.1

These high growth rates were not due to
exceptionally high growth in agriculture. The
overall growth rate in agriculture has been only
3.4 per cent, though in the two periods, 1963-65
and 1981-85, growth has been as highas 11.5 per
cent and 9.9 per cent, respectively. The first one
represents a recovery from the large decline in
agricultural production during 1958-62 due to the
GLF. Growth in the second period reflects the
response of the farmers to a policy of decollec-
tivisation and the freedom to dispose of output for
private profit after meeting the state’s demands
under the responsibility system.

The high rate of growth of national income was
really due to the growth of income in the industry
sector. Income grew by 20 per centor more during
1953-57 and 1963-65. This was because the first
period witnessed the launching of communist
oriented planned development and the second
reflected arecovery from the GLF disaster. There
has been arelatively realistic slowing down since
then, though the growth rates are still high.
Overall, the industrial growth rate has been as
high as 10.8 per cent; the growth rate of 9.1 per
cent for the period 1979-85 perhaps reflects the
long term trend better, -

Such high rates of growth were possible because

of the high rates of investment (Table 15) or
‘accumulation’ asthe Chinese designate it.* Even
as early as 1953-57, China’s investment as a
proportion of national income was 24.7 per cent,
arate which India has been able to achieve only
recently. From 1970 onwards, the rate was
consistently above 31 per cent. In recent years,
the Chinese have taken a decision to lower it in
order to provide an incentive to its people in the
form of higher consumption.

TABLE 15. CONSUMPTION AND ACCUMULATION AS PERCENT-

AGE OF NATIONAL INCOME
(per cent per annum)
Years Consumption Accumulation .
1953-57 75.8 242
1956-62 69.2 308
1963-65 7.5 227
1966-70 737 26.3
1971-75 61.0 330
1976-80 66.8 332
1980-85 69.2 308

Agriculture: As the area of available land is
limited, cultivated area has hovered around 110
million hectare. But sown area has been as high
as 158 million hectare (Table 16). The difference
between the total area sown and cultivated area
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indicates the extent of multiple cropping. It is
worth noting that the sown area has declined from
the peak reached in 1957. Also the area under
grain has come down continuously while that
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under industrial and other crops has gone up in a
compensating manner,

The growth of output of major crops is given in
Table 17.

TABLE 16. SOWN AREA AND PROPORTION OF GRAIN AND OTHER CROPS

Proportion devoted to (per cent)
Total Sown Area
(m Hectare) Grain Industrial Crops Other Crops

1952 1419 87.8 8.8 34

1957 158.0 85.0 92 58

1962 140.8 86.7 63 70

1975 1502 80.9 9.0 10.1

1980 1470 80.1 109 9.0

1985 1443 75.8 156 86

TABLE 17. OUTPUT OF MAJOR CROPS
(million tonne)

Year Total Rice Wheat Com Soya Tubers Oil Sugarr Cotton Tea  Cured  Jute

Grain Bean Bearing  cane Tobacco

Crops

1949 113.2 486 13.8 na. 51 9.8 256 264 04 0.41 043 na.
1952 1639 684 18.1 16.8 9.5 16.3 419 1711 13 0.82 222 03
1957 1950 867 23.6 214 10.1 21.9 469 1039 1.6 1.12 256 03
1962 1600 629 16.6 na. 6.5 23.4 200 344 0.7 0.74 129 0.1
1970 2399 1099 29.1 33.0 8.7 26.6 377 1345 22 1.36 399 03
1979  332.1 1437 62.7 60.0 79 284 64 2150 22 277 8.06 11
1985 379.1 1685 85.5 63.8 10.5 26.0 1574 51.54 4.1 432 2075 41

Major grain crops are rice, wheat, corn, soyabean,
and tubers; important industrial crops are cotton,
oilseeds, jute and sugarcane.

In 1952, total grain output in China was three
times as large as that in India, though the area
devoted to grain production was only 25 per cent
higher than that in India. Even this was only a
recovery to levels of output reached in the 1930s,
which had been abnormally depressed by the

unstable conditions of the Civil War and Japanese
occupation. The lead in grain output has been
maintained even currently. What is remarkable
is that the Chinese have been able to achieve these
results on a gross cropped area smaller than
India’s. This means that yields have risen in
China throughout this period. Table 18 gives
details of yields per hectare for different crops.

TABLE 18. YIELDS OF PRINCIPAL CROPS

(kg per hectare)
Year Rice  Wheat Com Soya-  Tubers Peanuts Rapeseed Cotton Jute Sugar- Tobacco
) bean cane
1949 1889 644 na. 614 1,409 1,019 494 165 1304 24407 704
1952 2413 734 1,349 824 1,889 1,289 500 240 1934 38935 1,19
1985 5247 2938 3598 1364 3028 2008 1,244 809 4,152 53403 1919
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Since these are national averages, there are
obviously areas where much higher yields are
registered, as well as areas with lower yields. For
example, the grain yields per hectare in Shanghai,
Jiangsu and Zhejiang provinces were about 40 per
cent higher than the national average, while they
were almost half the national average in Inner
Mongoliaand Gansu provinces. Similarly, peanut
yield in Shandung province was40percenthigher

TABLE 19. CONSUMPTION OF CHEMICAL FERTILISERS
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than the national average while that in Heilong-
jiang province was less than half.

How was this achieved? Mainly through greater
use of fertilisers, HYV seeds, irrigation and
mechanization. The Chinese have a long history
of using large quantities of organic manure,
particularly night-soil, in their cultivation. Table
19 gives details of chemical fertiliser consump-
tion which they now use on a large scale.

(million tonne)

Year Fertiliser Consumption Year Fertiliser Consumption
1952 0.780 1978 8.840
1957 0373 1980 12.694
1962 0.630 1985 17.758
1965 1.942
It is estimated that in 1957 the consumption of about 250 kg per hectare.

chemical fertilisers was only 3 per cent of total
manure used and this percentage went up grad-
ually to S0in 1983 [Aubert, 1988, Table 4.2]. This
would imply that organic manure consumption
was as high as 12.92 million tonne or 81 kg per
hectarein1957. In 1985, per hectare consumption
of chemical fertilisers works out to 123 kg. An
equal amount of organic manure (fodder and
night-soil) would also be used making a total of

Water, the most important input in intensive
cultivation, has also been used on an increasing
scale. Only Southern China gets adequate and
regularrainfall. The northernplain getsrelatively
little rainfall, which is subject to a great deal of
fluctuation. Hence the use of irrigation. The area
under irrigation has gone up considerably during
the period as can be seen from Table 20.

TABLE 20. AREA AND NATURE OF IRRIGATION

(million hectare)

Year Total Irrigated Of which Power B as Percentage
Area (A) Irrigated Area (B) of A
1952 19.959 0317 1.6
1957 27.369 1202 44
- 1962 30.545 6.065 19.9
1978 44,965 24.895 55.4
1980 44.888 25315 56.4
1985 44,036 24.628 55.9

About 40 per cent of net cultivated area is
irrigated. An increasing part of this irrigation is
provided by electric. pumps or diesel pumps,
particularly in those areas which are not served
by the major rivers of the country and which,
therefore, have to depend upon wells. The pro-
portion of power irrigated area has gone up from
1.6 per cent in 1952 to 56 per cent of the total
irrigated area in 1985. The number of motors for

irrigation and drainage increased from a small
number in 195210 6.16 millionin1985; and their
horsepower amounted to 78.2 million. Approx-
imately one-eighth of the total electricity gener-
ated is consumed in rural areas. A fair amount of
it comes from small hydro-power stations in rural
areas; their number was 55,754 in 1985 and
generating capacity 3.8 m KW,

The use of agricultural machinery has been
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increasing steadily even though Chinese holdings
aresmall. The number of large and medium sized
tractors went up from a negligible figure in 1952
t0 852,357 in 1985. The number of small sized,
walking tractors, more useful in Chinese condi-
tions, rose from nil in 1952 to 3.8 million in 1985.

Water logging due to poor drainage and
increasing salinity have been important problems
in China in the areas in which the major rivers
flow. So, measures have been taken to improve
drainage and reduce salinity. In 1985, out of a
total area of 24.2 million hectare liable to water
logging, 77 per cent was covered with measures
to prevent water logging. Out of 7.7 million
hectare of saline-alkaline land, the area which was
improved amounted to 59 per cent.

China has a long history of search for high
yielding varieties of seeds in order to feed a
growing population from a limited area. They
have been able to develop and popularise during
this period new varieties of wheat, maize (hy-
brids), groundnut, rapeseed and dwarf varieties
of rice, similar to the Philippines miracle rice.
Over 70 per cent of the sowings in these crops are
under the new varieties. More recently, more
productive hybrid varieties have been developed
by China and sown over 20 per cent of the area
under rice.

In spite of this progress, the problem of regional
disparity exists in China to quite a significant
extent. Since the area that can be cultivated is to
be found in only a few provinces, those parts of
the country which are mountainous or desert are

TABLE 21. PRODUCTION OF MEAT AND FisH
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naturally left behind in this race of agricultural
development. As the Chinese authorities pursue
apolicy of notallowing movement of people from
one part of the country to another, those deriving
their livelihood from agriculture in these latter
parts naturally have lower incomes. In addition,

" the Chinese authorities follow a policy of making

more investable resources available to those areas
where the response is likely to be better- the
so-called ‘high and stable yield’ areas. Therefore,
the disparity between the well endowed and the
not so well endowed regions tends to be signifi-
cant. Itis true that the policy of state appropriation
of the surplus over a certain level and transfer to
less productive regions mitigates the inequalities
but does not quite eliminate them because of the
need to provide incentives. It is estimated that
about 10 per cent of the population is what might
be called poor. While the percentage isIower than
in India, it still means that over a 100 million
people are poor in China even after forty years of
development. This is certainly something of a
black mark against a society which is avowedly
egalitarian. At the same time it must be stated
that the degree of inequality, as measured by the
proportion of total income enjoyed by the top 10
per cent, is much less than in many other devel-
oping countries,

With increasing grain production, greater
attention has been paid to producing more meat,
by diverting grain to animals, and fish, in order
toimpart a greater variety to people’s diet. Table
21 gives details of the progress made:

(million tonne)
Year Pork -Beef Aquatic Of which Fresh Water
and Mutton Products Antificially Cultured

1949 2.20 045 -

1952 3.38 1.67 0.14

1957 3.98 3.12 0.57

1962 1.94 228 0.31

1978 8.56 4.66 0.76

1985 17.60 7.05 2.38
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Progress has been particularly rapid since 1978,
China is said to be the largest fresh water cultured
fish producing nation in the world!

Because of such growth in production, the
food/population balance has been improving
steadily. While total population increased by 1.92
times between 1952 and 1985, food production
increased by 2.30 times. As a result, availability
of foodgrains has increased much beyond the
FAQ norm of 700 g per caput per day. The actual
official ration amounted to 695 g in 1985. In
addition, the per caput consumption of meat and
fish per year doubled from 10 kg to 21 kg during
this period. The calorie intake has gone up from
2,400 for rural areas and 2,200 for urban areas in
1983 to 2,628 in 1988. This was 111 per cent of
the minimum recommended by the FAO.

Industry: Following the practice of other
socialist countries, rapid industrialisation was the
main goal of China. Hence, large quantities of
resources were devoted to industry in order to
ensure the maximum possible growth. Asinother
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TABLE 22. PER CAPUT FOOD AVAILABILITY AND RATION

(kg per year)
Year Total Ration
Availability
1952 2717 198
1960 207 164
1970 293 187
1978 335 195
1983 389 232
1985 na. 254

Source: Feuchtwang, Hussain and Pairauft.

socialist countries, basic and machine building
industries were emphasised. But gradually,
pragmatism compelled the authorities to allow the
production of durable consumer goods, such as
radiosand television sets, bicycles, wrist watches,
sewing machines, washing machines and refrig-
erators, to motivate people to work harder.
Ideologyalonecould not motivate beyonda point.
The growth achieved has been very impressive
indeed as Table 23 shows:

‘TABLE 23. PRODUCTION OF PRINCIPAL COMMODITIES

Commoadity Unit 1952 1985
Cloth million metre 3,830 14,670
Woollen Cloth ~do- 42 218.1
Sewing Machines thousand 66 9,912
Bicycles ~-do- 80 32,2717
Wrist Watches -do- nil 54,311
Bulbs million 26 1,533
Sugar ‘ *000 tonne 450 4,510
Household Refrigerators thousand nil 1,448
Household Washing Machines ~do- nil 8,872
Radios ~do- 17 16,003
Television Sets -do- nil 1,667
Coal million tonne 66 872
Crude oil ~do- 04 1249
Electricity Generated million KWH 43 410.1
Steel million tonne 13 46.8
Cement ~do- 2.86 145.9
Caustic Soda thousand tonne 79 2,353
Fertiliser million tonne 0.04 13.2
Soda Ash thousand tonne 192 2011
Sulphurs ~-do- 190 6,764
Power Generating Equipments thousand KW 198 5,630
Metal Cutting Machine Tools tonne 137 161.2
Tractors:

Large and Medium thousand nil 45

Small ~do- nil 8205
Motor Vehicles -do- nil 4302
Railway Locomotives number 20 746
Railway Wagons thousand 58 19.3
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We noted earlier that China has probably the
largest volume of coal reserves in the world.
Between 1952 and 1985, coal production
increased by almost 13 times. With plentiful
supplies of iron ore, steel production went up from
alittle over a million tonne to 47 million tonne in
this period. Qil output also increased from less
than half a million tonne to 125 million tonne in
1985. Similarly, electricity generated grew from
4.3b KWH1t0410.1 b KXWH in 1985. In cement,
production increased from 2.86 mtonne to 146 m
tonne. In fertiliser, the growth was from a
negligible level to 13.2 m tonne.

Therecord is equally impressive with regard to
consumer goods. Cloth outputalmost quadrupled
between 1952 and 1985. Growth in the output of
durable consumer goods, like bicycles, wrist
watches, radios, television sets, sewing machines,
refrigerators and household washing machines
was phenomenal. While there was hardly any
production of these in 1952, current output is 9.9
m for sewing machines, 32.3 m for bicycles, 54.3
m for wrist watches, 8.9 m for washing machines,
1.4 m for refrigerators, 16 m for radios, 1.7 m for
television sets and 1,533 m for electric bulbs.

The output of machinery items wasalso equally
substantial. 45,000 large tractors and 822,000
small tractors were produced in 1985. The output
of metal cutting machine tools jumped from
13,700 to 167,200. The output of power gener-
ating equipment rose from 192,000 KW to 5.6 m
KW. Progress with regard to the production of
railway locomotives and wagons was not so
impressive.

The production of consumer durables was
increased substantially in order to motivate peo-
ple to continue to work hard. After years of
extreme austerity, a modest increase in the
standard of living had to be permitted as a dem-
onstration of the progress achieved by the Com-
munist government. In a relatively egalitarian
society with a large population, the number of
people who can afford thes¢ small luxuries is
boundto be large. The effort to meet this demand
necessarily leads to such large volumes in output.

There has been a fair amount of development
of transport facilities. Railway mileage increased
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from 21,800 km in 1949 to 52,100 km in 1985.
The length of highways increased from 80,700
km'in 1949 t0 942,400 km in 1985. China also
has an extensive system of navigable inland
waterways, their length having increased from
73,600 km in 1949 10 161,900 km in 1962. It
seems, however, that their importance is declin-
ing because in 1985 their length was only 109,100
km,

The number of locomotives was 11,772 in 1985;
the number of passenger coaches was 20,872 and
the number of wagons was 300,886. The number
of trucks was 2,231,981 and the number of pas-
senger vehicles 794,452. The growth of transport
facilities was, however, not adequate fora country
of China’s size.

Industrial units are owned by the State, Com-
munities and townships. The total number of
industrialenterprises increased from 169,500 in
1957 to 463,200 in 1985. Most of these were
relatively small; only 1.65 per cent of these were
classified as large and medium sized. The pro-
portion of state owned enterprises fell from 29.3
per cent in 1957 to 20.2 in 1985. Obverscly, the
share of collective owned enterprises went up
from 70.7 per cent to 75 .4 per cent during the same
period. Over the years the share of township
enterprises in collective owned enterprises has
increased from 12.5 per cent in 1962 to 46.9 per
cent in 1985.

In spite of the large number of enterprises, a
large part of the gross industrial output is gener-
ated in state units. In 1957, 53.8 per cent of Gross
Industrial Output Value (GIOV) was generated in
state units and 19.0 per cent in collective units.
The balance was in joint state/private ownership
units. With the total abolition of private industry
since then, the proportion of GIOV between state
and collective units was 70.4 and 27.7 per cent,
respectively, in 1985,

The bulk of employment in industry wasin state
enterprises. In 1985, 38.1 million persons were
employed by these, while collective owned units
employed only 17.0 million persons. Large and
medium sized enterprises employed 37.68 per
cent of the total industrial work force; and gen-
erated 46.34 per cent of the gross output.
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There also exists a large number of village
industrial enterprises. Their number in 1985 was
615,600, They employed 14.5 million people but
the gross value of their output was a little less than
8 per cent of the value of output in other industrial
enterprises.

Township industries are located in cities and
townships. Somewhat confusingly, much of rural
industry is located in county townships which
may have a population up to 20,000. These
townships are the locations for cement, chemical
fertilisers, agricultural machinery, iron and steel,
and similar relatively large scale plants. Brick
works, electrical and machinery repair works and
food processing plants were located at the com-
mune and brigade levels. They include small
workshops producing simple producer or
consumer goods, and relatively large-scale units
that are closely connected (through sub-
contracting) with major units.

Two arguments have been made in favour of
developing small-scale industry. First, the sector
has a unique capacity to use scattered labour,
equipment, scrap and raw materials that cannot
be made available to large-scale industry because
of their small volume. Second, such industry
releases local initiative and, as aresult, resources
are used more intensively and goods, more suited
to local needs, tend to get produced. They also
have an advantage that being locally based they
save on transportation and this makes up for a
certain degree of inefficiency in spatial planning.
Their share in total output is particularly large in
fertiliser, cement, agricultural machinery and
hydroelectricity generating capacity.

Being a large country regional distribution of
industry is necessarily uneven, This has been
mitigated to an extent over the years due to the
development of small-scale industry and a policy
of differential allocations of investment
resources. Before 1949, nearly all of China’s
industry was located in Shanghai, Tianjin and
Manchuria. Over the years, industry has spread
particularly to Inner Mongolia, North China and
Beijing. While Manchuria, Shanghai and East
China and the North China Plain are now heavily
industrialised, the South, South West and North
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West China do not have much industry because
of lack of fuel, distance from centres of population
and absence of traditions of industrial skills, in
spite of a deliberate policy of industrial dispersal
to areas away from the east coast, due toa fear of
external attack.

Population: China has the dubious distinction of
being a country with the largest population in the

-world. Its population, which was 542 million in

1949, rose to 1,045 million in 1985 (and 1,139
million in 1990). As in other developing coun-
tries, the proportion of people living in urban
areas has steadily increased from 10.6 per centin
1949 to 36.6 in 1985, despite a policy of not
allowing movement from rural to urban areas.
(On the contrary, urban young people were sent
down to rural areas as a form of corrective
education). Although there hasbeen a continuous
increase in total population, the rate of growth has
tended to come down because of a declining
natural growth rate. The birth rate which was as
high as 37 per thousand in the early fifties did not
decline muchtill 1970, However, since then there
has been a noticeable decline. Between 1950 and
1985, it fell from 37 to 17.80 per thousand. On
the other hand, the death rate has shown a ten-
dency to fall steadily over the same period - from
18 per thousand to 6.57. The infant mortality rate
has also come down sharply from a level com-
parable to that in India in 1950 to 67 per thousand
birth in 1982, The consequential rate of growth
of population can be seen from Table 24.

TABLE 24. RATES OF POPULATION GROWTH

Years Per cent Increase
1950-60 199
1960-70 253
1970-80 199
1980-85 59

While the decline in the death rate is due to
better nutrition and health care being made
available to people - particularly to children to
bring mortality rates down - the declinein the birth
rate is more due to the success of the family
planning measuresimplementedin China, Ahigh
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level of female literacy, and comprehensive social
security are the two additional factors that have
brought down the fertility rate from 5.81 to 2.63
between 1956 and 1981. In recent years, the
inordinate pressure mounted by government for
the one child family has also contributed to this
development. As the absolute size of population
is large, and any further increase in it affects the
food/population balance, the Chinese authorities
want the birth rate to be so low as to bring about
a decline in population. The ultimate goal is to
have a size of about 750 million somewhere in
the first half of the 21st Century.

Because of the sharp decline in the death rate,
and the infant mortality rate, average life expec-
tancy at birth has gone up from a level of 53.9
years for males and 50.2 years for females in 1950
to 66.4 for males and 69.3 for females in 1981.
The larger improvement in the case of women is
worthy of note, because it is indicative of an
improvement in the status of women in a male
dominated Confucian society.

The extent of the improvement in health faci-
lities can be seen from Table 25.

TABLE 25. HEALTH FACILITIES
(numbers)

Facilities 1949 1985
(2) Doctors (000s) 363 1,413
(b) Doctors of Chinese Medicine (000s) 276 336
(c) Doctors per thousand of Population 0.67 1.36
(d) Health Institations 3670 200,866
(e) Hospitals 2600 59614
(f) Beds in Health Institutions (000s) 85 2,487

0.15 2.14

(g) Beds per thousand of Population

Like all communist- societies, China has set
great store by educational development. Both,
the need to have a literate work force which will
play a crucial role in industrialisation, and the
need to have a literate people who will absorb the
new ideology made them invest heavily in pri-
mary education. The emphasis was less on
secondary schools and considerably less on
higher education (Table 26). Such institutions of
higher leaming, as there were, suffered great
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disruption during the Cultural Revolution pro-
viding a severe setback to China’s programme of
technology development.

TABLE 26. EDUCATIONAL INSTITUTIONS
AND STUDENTS® ENROLLMENT

Institution/Enrolment 1949 1985
A. Institutions of Higher Leaming 201 1,016
Enrolment (000s) 191 1,703
B. Secondary Schools 6,059 104,848
Enrolment (000s) 3,145 51,100
C. Primary Schools 526,964 832,309
Enrolment (000s) 51,100 133,702

This emphasis on primary education led to a
literacy rate of 69 per cent in 1982 from levels not
much different from those prevailing in India in
the fifties. The progress was even greater with
regard to female literacy. While 90 per cent of
women were illiterate in pre-revolutionary China,
the figure has come down sharply with age cohort,
i.e., from 76 per cent among women aged 45-49
years to 14 per cent among women aged 15-19.

External Sector: Foreign trade in China has had
a somewhat chequered career since the Com-
munists came to power. During the First Five
Year Plan they entered into an agreement with
Soviet Russia and other East European countries
for supply of industrial plants and technical
assistance. These imports from Russia were
planned to support the construction of 291 major
projects, valued at $13.3 b and to be completed
by 1967. Since the US had applied an embargo
on China, imports from non-Socialist countries
were not possible. Whenthe break between China
and the USSR occurred in 1958, only $1.3b worth
of equipment had been supplied and only 130
projects were completed. 27 projects had also
been completed with plants received from other
communist countries in the Eastern Europe. This
large prograrnme of industrialisation required
payment through Chinese exports - mostly from
agriculture. ‘Exports are for imports and imports
are for the country’s industrialisation’ was the
slogan.

Because of the difficulties experienced in
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squeezing an adequate quantity of grain for export
topay for these plant imports, self-reliance began
to be emphasised from 1960 onwards and,
therefore, trade expansion was not taken up
seriously. In the mid-sixties, there was again a
reversal of position. A number of complete plants
were ordered and plans were made to import
more. The Cultural Revolution put a stop to this,
particularly because of a failure to honour con-
tracts, attacks on foreign embassies and a general
phobia against foreigners. A resumption of trade
became essential in the seventies because of the
enhanced capacity of the economy to absorb
projects and the need for up-to-date technology,
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either to remove bottlenecks or to achieve rapid
expansion in sectors like transport, oil, chemicals
and metallurgy. This expansionary trend has
continued in spite of difficulties from time to time.

Thus, between 1950 and 1970, total external
trade increased from $1.13 b to $4.59 b, but
between 1970 and 1985, trade increased from
$4.59 b 10 $69.61 b (Table 27). During these 35
years, there has been an adverse balance of trade
in 15 years; and, with the exception of 1985, the
deficitshave been none too large. The rather large
deficit in 1985 was due to steep increases in the
imports of machinery and transport equipment,
iron and steel, non-ferrous metals and yarn.

TABLE 27. TOTAL VALUE OF IMPORTS AND EXPORTS

US $ 100 million

Year Exports Imports Balance
1950 55 5.8 -03
1951 7.6 12.0 -4.4
1952 8.2 11.2 -30
1953 10.2 13.5 -33
1954 11.4 12.9 -1.5
1955 14.1 17.4 3.3
1956 16.5 15.6 +0.9
1957 16.0 15.0 +1.0
1958 19.8 18.9 +0.9
1959 22.6 21.2 +1.4
1960 18.6 19.5 -09
1961 14.9 14.5 +0.4
1962 14.9 11.7 +3.2
1963 16.5 12.6 +3.9
1964 19.1 15.5 +3.6
1965 22.3 20.2 +2.1
1966 23.7 22.4 +1.3
1967 214 20.2 +1.2
1968 21.0 19.4 +1.6
1969 22.0 18.3 +3.7
1970 22,6 23.3 0.7
1971 26.4 22.0 +4.4
1972 344 28.6 +5.8
1973 582 51.6 +6.6
1974 69.7 76.2 6.7
1975 72.6 74.9 2.3
1976 68.6 65.8 +2.8
1977 75.9 72.1 +3.8
1978 97.5 108.9 -11.4
1979 136.6 156.7 -20.1
1980 182.7 195.5 -12.8
1981 220.1 220.1 0
1982 2235 192.8 +30.7
1983 2223 213.9 +8.4
1984 261.4 274.1 -12.7
1985 . 273.6 422.5 -148.9
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Major imports in 1985, for example, were
wheat, sugar, natural rubber, logs, paper pulp,
synthetic fibre, wool, iron ore, soda ash, fertilis-
ers, plastics, paper and paper board, steel, copper,
aluminium, zinc, complete sets of equipment,
television sets, vehicles and ships. Of these, the
really large value imports were wheat, synthetic
fibre, logs, fertilisers, steel, non-ferrous metals,
machinery, television sets and vehicles. Major
export items were other cereals, petroleumn and
petroleum products, coal, cotton yarn, cotton,
polyester and silk cloth and garments, tea, canned
food, raw silk and carpets. In spite of its massive
industrialization, industrial exports from China
are quite limited.

China’s gold holdings in 1985 amounted to
12.67 m ounces, a little more than India’s hold-
ings. Her foreign exchange reserves have varied
a great deal. In 1979, they were only $2,154
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million or a little less than two months’ imports.
In 1985, however, they rose to $11,913 millionor
a little over 4 months’ imports. In the previous
year they were equivalent to over 6 months
imports.

Prices: In China retail prices seem to have been
much more stable, partly because they were
regulated by the state. In the first three decades,
seri