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Tuwr  avamase  wie ol inflation
during  the last two years has
vipsaed pokl miery atied distress
ity g sy, Belween fanuary
1t andd  Neowvewlwr 1904, the
workfg hs cost of living fvthex
{I!“F—l'i'la'lumf 1068} pase From an
pevinds 1o 331 pedints, on e
of 5% per cent. In other wods, if
g |I:I|1[ fvested]  Tis 1000 om
1-1-1973 i a twosyear Rxed depo-
sit, b meveived oo matority omily
s 43 in terms of purchasing
power. Such plommetifg in the
vilue of the popee shakes public
cmalitbenee i the  monetary  8ys-
tem msdd secentiates the tendency
w hoanding not only among the
tradlers Dt even among the. ena-
sners. 1, instead of  selling
serap ail storing money, prople
srll money aml store serap, it is a
retreat from  civilization and a
retum to primitive living. Unless
¢fiective measures  are  taken to

avert the danperous  trend, our
pginann]  coonomy will  soon
1_-n||n.IH|!'

In the search for the culprit,
the Govermment  blames  the
dronght and  anti-social elements
like hoarders, blackmarketers and
specrilators; the Ohppissition par-
ties condemn the Government for
extravagance, hlrlﬁu.-imc{:nd o=
raplion, labour corses t empio-
ver for profiteering  and ostenta-
tious  spending,  and  employers
aevnse Tabone of inelficienty wnd
baw  productivity aml S0 en.
Frvrvime seems Lo 1 in
the proverhial search for the hlack
cat inu dark mom  with eves
Babualil.
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B, VENKATARAMAN

In ‘a sitgation of weute fme
balance between money supply
unel goodds and  serdices [ugiuh
canses the mflutionary gpiel), it is
whwvious that the gﬂl‘l’]& and  sei-
vices cannot be increased in the
short pun.  Perhaps; if there was
mo constraing of foreign exchange,
Ehe: 51|F1:I1.r of goods may be in-
cregged by fmports,  but  that
remedy is inconceivable in our
pational  context. The  Govern-
ment, therefore,  launched on (a)
credit squeexe, (h) immobilization
of w part of incomes, (¢} public
savings through  taxation and fel
largge-scale  market  borrowings.
Thoiigh it is conceded that the
weasires have made some impact
on prices during the last guarter
of 1974, they have ecansed nther
distortinms deleterions to the eco-
nomy. For instance, as_a result
of  restrictions on  dividends,
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privite companies are ntialide to
rifse fresh capital “in the market.
The credit squeeze has  deiven
producers to the necessity of lwor-
rowing monies ot usurious eites o

interest . with  incvitable —comse-
fuences  on prices, or, alter-
nitively, to eortail production and
baw |:]-I'El‘l wirkers, thereby acoens
tuting the misery of the workers.
Furthermore, these measures have
created n psvchology of recession
and a general disinelination te
start new ventures or expand pro-
duction. It cannat be assumed
from the slight halt in the price
spiral during the last thees montls
that the inflationary sitnation has
eased.  As  against the drop of
whaolesale  incdex  foom 3ERE N
September 1074 to 3168
December 1974, the working class
jndex pumher for fond articles
registered a rise [rom 284 to 883

- T R A AR T B

IS 15 A SPecipie FeR
HIE W

'_::I"'



a

poluts during  this period. The
need, therefore, for a continuing
watch on the price trends and also
Ei;nr further measures to contain
them appesars to be imperative.
The war on inflation has to be
fought relentlessly on two fronts:
{1} regulating the money supply,
taking care to see that invﬁtmm{i
and production are not affected,
on the one side and maximizing
production, particulary, of wage
, om  the othen A mulb-
pronged thrust to increase agri-
L-LLILl:_uElral production, efficiency of
publie tector enterprises, et
vity of labour in all 5EctuP::dutiliv
zation of installed capacity regard-
less of the sector or the size of the
business houses, operationul effi-
ciency of mmmw mmmuai-
cations, among ol iz &1
called for. . g
But none of these measures
will have an appreciable impact
o long as s in per-
siste in the Covemment. Extra-
vagant and reckless spending by
the Government has been the
bane of our economy since Inde-
pendence, Dr Mahalanobis and
his school of thought believed in
the Kevnesian doctrine of step-
ping up of investment through
deficit financing without realizing
the  difference  between  deve-
loped  economies suffering from
trade  eycles depression and
boom to  which the K iam
doctrine is  applicable and deve-
Ioping  economies  struggling  to
create new capacities for produc-
tion. While in  developing eco-
nomies, the time lag between in-

vistmerit andl return - is short, i

less developed countries, the time
lag is very long Cons uently,

the fresh investment in devels
conmomies is quickly nhaulbudp:ln:d

the 5 amd services unu{\:
while in the lest developed ecco-
tmies the investment exerts pres-
sire on prices over a considerable
perind of time and causes infla-
tiomary conditions.  This is illus-
trated by the cumulative deficits
ineurred by our Government ever
singe the planning era  started,
Irading to the present ocritical
situation,

“The First Five-Year Plan resor-
ted o deficit fnancing of the onder
of Rs 830 cores, the Second
Fis 850 crores, the Thicd Rs 1,100

Epr'lnﬁ“;lﬂnd the three amueal Mans
. crorcs,  On the top of
these  cumulative daﬂcil:s.ulthﬁ
estimuted  amount  of  defeit
fnameing  during  the Fourth
Plan period is sbout s 3000
erores.  IF we take the [lasi
ten years, it will be observed
that during the period 19654688 to
1968-70, the total deficit of the
Covermnment of India  was about
fs 983 crores, but during the cur-
rent five years the actual deficit
wus Hs crores  for 1970-T1;
Rs 519 croves for IO71-72. Ry 5350
crores (according to WE) for
1972-73; Rs 650 crores (necording
o RE) for 187374 amd
Rs 625 crores (according -to
R.E) for 1974-75; making a total
of more thon Re 2600 crores,
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Miss Parveen Arjan  Singh,
Il year B.A, student of Lady
Shri Ham College for Women,
Mew Delhi, was awarded the frst

Fa& af Os 250 in the 18th All--

ulin.  Essay  Competition  for
college students arranged by the
Forum of Free Enterprise for the
acudemic year 1974-75. The other
prize winners were: Miss 5. Uma,
of Stella Maris College, Madras—
second prize of Rs 150; Mr Parik-
shit Basu, of Narendrapur Rams-
krishna Mission Residential Cal-
Julpaniguri—third prize of
. The competition was
sponsored. by Jyoti Limited, of

&l I,
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If the sum of Rs 421 crores given
to the Stabes fo 1972-T3 for clear-
ng overdrafts & included, the
deficit reaches  the  staggering

lege,
%

fignre of Rs 3000 crores in the '

lnst Bwve alone. This figure
is equal to the total deficit of
Rs 3,000 crores incurred by the
Covernment of India for the
20-year period, 1950-1970.

It is imteresting to observe the
price hehaviour during the samo
perod.  While  the iudex  of
wholesale  prices . (1861-62-hase
100} rose from 95.2 to 181 innlé:s
B0-year period from 1950 to 1870,
prices  escalated from 1833 in
wun%'lﬂ'ﬂ. to 31689 in Docem-

1974, thus reinforcing the

*expetditere
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cunclision that Covernent exlra-
vizaner has been o major eause of
the infationary spiral.

It is argued  that with adule
frunchise, it is handly possible to
rediice expenditure on social wel-
fure, educution, health, medical
seeviees, ete, that  defence s
parnmonnt and that redoction of
expenditure in this lelid can only
he effected at national peril, that
for  implementing  the Directive
Prineiples of Stute Paolicy embed-
ded in our Constitution, namely,
the prevention  of  concentration
of economie power, massive in-
vestinents in the public sector
cannot e avodded and thet mili-
bt trade  undons, Imrtir:u!nrlv
pmnng the white-collared in banks,

secrcbariat, insurance, ebe, foree
wipges  and  deamness allowancs
ligher and higher.  In short, it iz

a plen of Lelplessness on the part
of the Govemment to restrain
expenditure and  to contain 0
The mere fact that defence iz a
sesitive urea or that development |
expencditure i3 an imperative for
lckward coonomies ennnot place
it beyond  the pole of regola-
Hom,  The enommous  growth of
the secretarlat calls for an assess-
mont of strength and steicture of
that service, :
Clertain
taking

guidelines for under-
industrial  development

like  profitability,
perod,  eoordination
with  the  installed  capacity,
wvritling  duplication  of invest-
ment, oplimum size of the onder-
taking. ete., may he indicated,
s bt development  exprn-
diture dtvell eloee not canse infa-
tiomary pressures, Likewise, regn-
lar pruming of  son-development
expenditure by setting up yard-
stivks, work-doad,  reduction  of
costs i the higher echelons of
the general  serviees, ete, are
walled for, '

Though several committees and
commissions have heen appoinbed
by the CGoverniment 'IJF India,
there has heen none nn public ex-
penditure since  the Incheape
Committee in 1922, 1t is time Hiot
o thoeough  and  comprehensive
prohie of pollic expenditure waos
nilertaken and that clear policies
und guidelines were  laid  down
methoeitatively v & high-power
paticnal commission,
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