
 1 

 
 

Presentation by Shri K.C. Pant, Deputy Chairman, Planning 

Commission at the 50th Meeting of the National Development 

Council (NDC) at  Vigyan Bhavan, New Delhi on 21 December 2002 

 
 
 
 
 
 
 
 
 
 

PRESENTATION 
 

 
 



 2 

6OLGH �� During the past two decades, India 
has been one of the ten fastest growing economies in 
the world. The Tenth Plan aims to take the country 
even further ahead, potentially to become the fastest 
growing country by the end of the Plan period. 

 
6OLGH �� You will all recall that at our last 
meeting in September 2001, while approving the 
Approach Paper to the Tenth Plan, the National 
Development Council had mandated a set of 

objectives and targets which would enable us to 
focus on accelerating growth, not only as an end 
in itself but also as the means to achieve success 
in other dimensions such as poverty reduction 
and employment creation. 
 

 

6OLGH ��  The NDC also mandated 
targets for significant improvements in critical 
indicators of the quality of life. These include 
health and education indicators and also on 
environment. The Tenth Plan is designed to 
achieve these mandated objectives that we 
had set for ourselves and for the nation. 

 
6OLGH �� The target growth rate of 8 per cent 
per annum is essential to generate substantial 
employment opportunities. But it will not be 
enough.  Our projections show that during the 
Tenth Plan period, the labour force will increase 
by 35 million, whereas the growth process by 
itself will generate 30 million job opportunities.  
Therefore, special focus will have to be placed on 
a few critical sectors which have high employment 
potential.  By doing so, we should be able to 
generate 50 million work opportunities, which will 

not only take care of the additions to the labour 
force, but also significantly reduce the back-log 
of unemployment.  
 
6OLGH �� The areas of focus will have to 
be agriculture and its related activities, and also 
a number of services. Special attention will 
have to be paid to the needs of the small and 
medium enterprises in almost all activities. 
Encouragement to tourism activity, in particular, 
can have large multiplier effects on a number of 
sectors. 
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6OLGH �� In order for us to achieve the 8 per cent annual growth target, we will have to 
increase our savings and investment rates significantly, but perhaps by not as much as we 

had initially estimated in the Approach Paper.  
Subsequent analysis has revealed that there 
is substantial excess capacity in some of the 
sectors, and therefore it should be possible to 
increase output without a commensurate 
increase in investible resources. This, along 
with improvements in efficiency and better 
sectoral focus, should lead to a drop in the 
incremental capital-output ratio. I should 
mention here that the ICOR was even lower 
during the Eighth Plan period, and increased 
in the Ninth due to lower capacity utilisation. 
 

 
6OLGH �� The first issue is how to 
raise the savings rate of the economy.  As 
you may notice from the slide, private 
savings have grown more or less steadily 
since the early 1990s.  However, public 
savings, i.e. the difference between total 
savings and private savings, turned 
sharply negative from 1998-99 onwards.  
This must be corrected; and from 2004-05 
onwards, we must aim at achieving 
positive and growing public savings. 
 

 
 

6OLGH �� In order to generate sufficient 
public savings, it is necessary to bring about 
significant improvement in the revenue deficit 
of the government.  Both the Centre and the 
States have to contribute to this process. 
 

 
 
 
 
 
 

6OLGH ��� Realising the desired level of 
investment will require an increase in public 
investments in physical and social 
infrastructure. This is essential for 
encouraging a revival in private investment.  It 
is also necessary to bring about better 
allocation of our resources and to improve the 
efficiency of investment and delivery of critical 
social services.  Policy, procedural and 
institutional changes will be needed to 
increase private investments.  
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6OLGH ��� The success of the Plan, both in achieving its macroeconomic targets and 
meeting the desired improvements in 
social indicators, rests critically on the 
necessary resources being made 
available for financing Plan activities, 
including both public investment and 
current expenditures.  
 

 
 
6OLGH ��� We are conscious of the 
fact that fiscal sustainability is essential, 
and Plan resources have to be tailored to 
what is possible.  We have undertaken a 
fairly detailed analysis of public finances 

on the basis of achievable parameters.  The 
Centre’s Tax-GDP ratio needs to be raised 
back to the level that it had attained in the early 
1990s.  The States too will need to augment 
their tax collections.  It is necessary to point out 
that raising resources of this magnitude will not 
be easy unless all other measures needed to 
raise the growth rate are taken in the early 
years of the Plan. 
 

 

6OLGH ��� The need to raise tax 
collections becomes even more compelling 
since our projections indicate that the non-
tax revenue to GDP ratio of both the Centre 
and the States is likely to decline somewhat 
during the Tenth Plan period. 
 

 
 
6OLGH ��� Raising revenues 
alone, however, will not be enough 
to reduce the revenue deficits 
sufficiently.  Efforts will also have to 
made to curtail the growth rate of 
non-Plan expenditures.  This should 
be facilitated by the fact that the 
main impact of the implementation 
of the Fifth Pay Commission award 
is behind us.  Our projections 
indicate that the ratio of government 
salaries and wages to GDP should 
decline steadily, provided that 
recruitments are held down to the 
minimum necessary. 
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6OLGH ��� The other large component of non-Plan revenue expenditure is interest 
payments.  Here again our projections 
indicate that the interest payments to GDP 
ratio will show a declining trend even if the 
interest rates harden a little from their current 
levels.  This trend is of course conditional on 
the fiscal deficits of the Centre and the States 
being maintained at the levels indicated in the 
Plan document. 
 

6OLGH ��� The steps needed for efficient 
fiscal management are fairly well known, 
and I will not dwell on them.  I will only 
reiterate that the fiscal targets are 
achievable, but it will require collective 
commitment to the policies and their timely 
implementation.  The expenditure control 
measures will require cooperation of all 
Central Ministries and State departments. 

 
6OLGH ��� I have already referred to the 
need to stimulate investment activity in the 
country.  We believe that at the present time, 
public investment in infrastructure will “crowd 
in” private investments. This will require 
strengthening of the institutional capacity to 
undertake public investment.  We need to 
simplify the rules, regulations and procedures 
which unnecessarily hamper private 
investment activity in the country. Every 
Ministry and State government needs to focus 
on these issues so that early action can be 
taken to bring about policy and procedural 
reforms. 

 
6OLGH ���  There are numerous 
barriers to the free expression of 
entrepreneurial energies in the country; 
some of which are in the Centre and 
some in the States. In particular, our 
agricultural sector is ham-strung by a 
plethora of controls which prevent our 
farmers from realising the full value of 
their efforts. We have brought 
considerable reforms in the industrial 
arena, but the agricultural sector 
continues to be governed by regulations 
which were framed during an era of 
shortages.  This must change.   
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6OLGH ��� Even for the non-agricultural sectors, 
there are a number of critical reforms which are still 
pending, and which need to be implemented as soon 
as possible.  Many of these are no doubt in the 
domain of the Centre, but the States would also have 
to cooperate fully in order to make them effective. 
 
6OLGH ��� In our opinion, the rural sector holds 
the key to our future growth efforts.  It is the home to 

70% of our 
people and 
nearly 80% of our poor. Thus it offers the greatest 
potential for wide-spread development.  The two 
main areas of focus should be connectivity and 
water management in all parts of the country.  In 
particular, we need to pay attention to the 
regeneration and revival of old irrigation systems 
and projects.  In the dry land areas of the country, 
appropriate watershed development is critical.   
 

6OLGH ��� There is also need to change our 
strategic and policy approach to agricultural 
development. In particular, we need to bring 
wastelands and degraded lands into productive 
use, either under crops or agro-forestry, and to 
improve credit flows to our farmers through 
innovative methods.   
 

6OLGH ��� Technological interventions are 
essential to improve agricultural productivity and to 
widen the range of products.  Institutional 
structures governing rural activities also need to be 
reformed and strengthened. We cannot expect 
improvement in the quality of life unless improved 
drinking water supply and proper hygiene and 
sanitation are provided in all our villages.   

 
6OLGH ��� The power sector can potentially 
be a serious constraint on our growth process.  
During the Eighth and Ninth Plans we were able 
to achieve less than half the targeted capacity 
addition mainly due to the infirmities of the State 
Electricity Boards. Despite the fact that a lot of 
attention has been devoted to it, the status of this 
sector continues to cause concern.  We need to 
make vigorous efforts to complete the 
restructuring of our power sector so that the 
ambitious targets that we have set for the Tenth 
Plan are realised. 
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6OLGH ��� The pace of investment in the power sector cannot be accelerated unless 
there is significant improvement in profitability 
and internal resource generation. The financial 
condition of the State Electricity Boards not only 
limits their own ability to invest, but also 
discourages private investments. As can be seen 
from this slide, the increasing losses in the power 
sector are mirrored by the declining rate of 
investment.  

 

6OLGH ��� The various components of 
the transport sector also need policy 
changes to enable them to perform better.  
We should take note of the success of the 
National Highways Programme, not only in 
terms of what it has achieved but also the 
multiplier effects that it has had on the rest 
of the economy.  This success can be 
replicated in other sectors as well. 

 

6OLGH ��� Construction is one of the 
most labour-intensive sectors, but has 
been ham-strung by excessive controls 
on land use and poor urban 
infrastructure. In order for the 
construction activity and urban 
development to gain momentum, 
significant changes in land use policies 
and municipal functioning will have to 
take place. The Tenth Plan proposes to 
intensify this process and the role of the 
States is crucial. 
 

6OLGH ���  One of the most important 
decisions that has been taken is to provide 
universal elementary education.  We must, 
however, bear in mind that the turn-out from 
elementary education would be looking for 
further training in order to access the job 
market.  We must, therefore, begin the 
process of strengthening the secondary 
stream, and also our institutions of higher 
learning.  Special focus must be laid on 
vocational education in order to ensure that 
there is consistency between the demand for 
and supply of skills. 
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6OLGH ��� One of the most disturbing facts 
about the current situation is the prevalence of 
under-nutrition among a large segment of our 
people despite sufficient availability of food in the 
country.  The vulnerable groups, particularly 
women and children and people living in remote 
areas, need special attention to meet their dietary 
requirements.  In addition, the primary health 
system needs to become more sensitive to the 
specific requirements of different parts of our 
country both in terms of differences in disease 
incidence and in the nature of medical care.   

 
6OLGH ���  Shelter is a basic necessity, and we 
must resolve to provide shelter to all by the end of 
the Eleventh Plan period.  Housing apart, the living 
condition of our slum-dwellers also needs to be 
improved significantly.  The majority of our people 
work in the unorganised sector with no social 
security or protection.  We must devise measures 
which will reduce the risks and uncertainties faced 
by them. 

6OLGH ��� There are a number of special 
groups in the country whose needs may not 
necessarily be met through the normal processes 
of growth and development.  Attention has to be 
paid to meeting these needs and also 
empowering these groups to integrate more 
effectively into the development process. 

6OLGH ��� India has always been at the 
forefront of the movement to protect the 
environment and ensure sustainability of 
development.  Despite this, there are a number 
of areas of concern.  The Tenth Plan has 
specifically taken these into account while 
framing the development strategy.   
 

 
6OLGH ��� The Tenth Plan explicitly takes into 
account the potentials and limitations of the 
different States of the country and proposes 
differential growth strategies for them.  As I have 
already mentioned, not only do we have for the 
first time a separate volume on the States, a 
number of the other sections of the Plan also 
address State-related issues.  We have also 
proposed a number of initiatives for reducing both 
inter-State and intra-State imbalances.  
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6OLGH ��� Although the issue of regional 
balance has been an integral component of 
almost every five year plan, there has been 
perceptible increase in regional imbalances over 
the years.  The extent of income disparities that 
exists today becomes clear from this slide.  There 
are parts of our country where the per capita 
incomes are more than double the national 
average, and others where it is nearly half. 
 

 

 
6OLGH ��� The State-wise growth rates 
that are targeted in the Plan through 
consultations with State governments 
attempts to narrow the range in which these 
growth rates are distributed.  Of course, 
there are States which have the potential to 
grow faster than others, and no limitation 
should be placed on their efforts.  At the 
same time, however, greater focus has to be 
brought to bear on the relatively slow 
growing States and regions. 

 
6OLGH ��� You may recall that in the 
Approach Paper we had estimated that an 8 
per cent growth rate would lead to the poverty 
ratio dropping to 21 per cent by the end of the 
Plan.  We now believe that it may be possible 
to bring it down to nearly 19 per cent with the 
regionally differentiated strategy proposed in 
the Plan.  Nevertheless, there will still be a 
number of States where the incidence of 
poverty will continue to be high. 

6OLGH ��� Most of the other States, 
however, should be well on the way to 
eradicating poverty by the end of the 
Eleventh Plan period.   
 

 

6OLGH ��� These estimates provide yet 
another compelling reason to bring about 
greater regional focus both in our strategy and 
to our anti-poverty programmes.  The Tenth 
Plan proposes a number of steps for bringing 
about such focus on backward areas.   
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6OLGH ��� As I mentioned at the very start, 
reforms for improvement of efficiency lies at the 
heart of the Tenth Plan.  In particular, we believe 
that the States need to be incentivised in order 
to carry out the requisite reform agenda, and 
several steps have been proposed in this 
direction. 

6OLGH ��� We have also taken a 
number of initiatives which would introduce 
greater focus and rationality in our planning 
and implementation processes.   

 

6OLGH ��� Finally, the most critical factor 
in achieving the objectives of the Plan is the 
quality of governance in the country.  No 
matter how good the plans and programmes, 
it can all flounder on poor implementation.  
Bringing about transparency, accountability 
and efficiency in all our public institutions is 
the key to success.   
 

6OLGH ��� Given the constraints of time, I have been able to give you only the key 
elements of the Plan document, which runs into about 1600 pages.  As would be evident 
from my presentation, action has to be taken on a wide range of issues across a very large 
number of sectors. In the case of the States, the two most critical areas are fiscal correction 
and power sector reforms, without which the availability of resources would prove to be an 
insurmountable hurdle.  In a situation when countries 
are coming together for creating a common economic 
space, restrictions on inter-State and intra-State 
trade have become anachronistic.  We need to 
create conditions in which all citizens of our country 
can take advantage of the opportunities that become 
available. We urge upon the States to carefully 
review all laws, rules, regulations and procedures 
which retard the expression of individual 
entrepreneurial initiatives and to remove them as 
expeditiously as possible.   
 
At the Centre, it is necessary for the various Ministries to prepare a detailed list of the 
actions that needs to be taken both in terms of policies and programmes, and to ensure that 
these are undertaken on a time bound basis. Since we are contemplating a considerably 
greater degree of engagement between the Centre and the States in the process of reforms, 
the Ministries will also have to institutionalise a consultation process with the States so that 
both implementation and monitoring of Plan programmes can be carried out in a spirit of 
cooperation.  
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Some of the measures that we feel are necessary for meeting the Plan objectives no doubt 
involve taking hard decisions, but I am certain that with appropriate coordination between the 
Centre and the States, and with cooperation of all political parties, we can achieve the targts 
that we have set for ourselves and thereby meet the aspirations of our people. 

 


