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CHAPTER 16

FINANCIAL ASPECTS

16.1

Recognizing the fact that the contribution of scientific innovations and the consequent technological advancements to the socio-economic development of a country is immense, Government of India has been according considerable importance to Science & Technology and related activities. Accordingly, increasing outlays have been allocated to S&T in the Five Year Plans.   The S&T plan outlays and expenditure during the 8th Plan and 9th Plan under the Central S&T Departments/ Agencies and States are given below.








               (Rs. in crore)








            8th Plan

   9th Plan







          (1992-97)

(1997-2002)



Outlays
Act.Exp.
Outlays
Anti.Exp.

A.
S&T Departments/Agencies
4095
6126
12022 
12393 

B.
S&T in States
193
159
 377
289


16.2

The above figures pertain only to plan component. In addition there is non plan component also. The S&T expenditure as percentage of Gross National Product (GNP) is often taken as an indicator of the growth of S&T. It was 0.66% of the GNP in 1996-97. This percentage is considerably small compared to that in developed countries like USA, UK, Japan, France, Germany etc. whose R&D expenditure is about 2% to 3% of their GNP. There is, therefore, a pressing need to raise the level of R&D spending substantially in our country. In consonance with the Prime Minister’s statement on 3rd January 2001 that ‘Government would like to see that the investments in the R&D sector are hiked from the present level to 2% of GDP over the next five years’, the target for the 10th plan may be set to reach that level at least by the end of 10th plan. The question is how to achieve this and what kind of efforts should be made to devise an appropriate strategy to reach the target.

16.3

Two issues arise in devising such a strategy. First is to explore the sources from which additional funds could be obtained to reach the desired level of R&D investment and the second relates to the priority sector where they should be deployed. Considering the second issue first, one has to learn from the developed countries that it is the industry sector where substantial funds are being deployed by them since long to reach the present level of development. This will be clear from the fact that the ratio of R&D expenditure in industry to total R&D expenditure in 1996-97 in the developed countries varies between 50 to 70 whereas it is only about 28 in India. Even in terms of percentage of industrial R&D to the sales turnover, it is only 0.49% in 1996-97 in India whereas it varies between 1% to 3% in developed countries. These observations indicate that the R&D expenditure in industry in our country is much less than the desired. Coming to the first issue, since government funds are limited, it is again the industry and to a limited extent the users who should be encouraged to provide additional funds. It should be examined at this stage as to the extent to which Indian Industry can participate.
16.4

As already stated (vide para 3.2 & 3.3), only in the 1990s industry in India has started using technology developed by indigenous sources. During the last few years it has become more conscious of the S&T sector as knowledge generator and in reciprocation the S&T sector is also favourably inclined towards industry. In the post GATT liberalized and competitive environment, Indian industry needs support of indigenous S&T in a big way so as to compete effectively with multinational corporations in the domestic as well as international markets. Fortunately, the Indian academic and research institutions also have very good capabilities and have been developing state-of-the-art technologies in many areas. The interface between industry-R&D-academia is gaining strength in keeping pace with the technology race and acquiring expertise in the latest developments in S&T.   Therefore, it is necessary to encourage this trend and make the industry spend increased amounts on S&T. 

16.5

 Promotion of basic research, technology development and demonstration as well as strengthening and modernization of S&T infrastructure need to be continued at a significantly enhanced level under the Government through budgetary support.  

16.6

The major source from which a large part of investment for R&D can be expected to achieve enhanced R&D expenditure at desired level is of course the industry. In the present liberalized environment, it is the industry which will try to upgrade its technology through radical technology jumps. The Technology requirement model for a business firm (para 3.5) explains the need for a business firm to upgrade its technology continuously. For technology upgradation, strengthening of industry-R&D-academia interaction is highly essential. During these processes, several measures like creation of institutional mechanisms, incentives to those who deploy investments for R&D etc. will boost the R&D expenditure. In the government sector, besides increasing the outlays of the Central Scientific Departments/ Agencies, however depending on their spendable capacity, the Socio-Economic Ministries (like Agriculture, Health, Petroleum, Energy etc.) may be encouraged to spend enhanced outlay on R&D. Only then, as indicated earlier (para 1.15), S&T will be able to play a dominant role than hitherto in improving the existing infrastructure in several socio-economic sectors, in inducing them to utilize the indigenous technologies and thereby accelerating economic growth and deriving maximum societal benefits. Another measure that may be adopted for increasing R&D expenditure is to approach Financial Institutions for help in case of genuine S&T projects having commercial potential.

16.7

Annexure 3 summarizes the progress of outlays/expenditure in the 8th , 9th and 10th Plan (proposed) as well as the outlays for the 10th plan recommended by the Steering Committee for the Central  Scientific Departments/ Agencies and  Annexure 4 gives the State-wise outlay/ expenditure during the 8th & 9th Plans under the State Plan.
























































































































































































































































































































































































