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Introduction

 The leaders of independent India had to decide ,among other things,the type of economic system 

most suitable for our nation, a system which would promote the welfare of all rather than a few.

 There are different types of economic systems and among them,Socialism ,,where all the means of 

production, i.e. all the factories and farms in the country, were owned by the government was 

favoured by many leaders.

 However ,in a democratic country like India,complete dilution of private ownership was not possible 

(as was possible in case of the former Soviet Union).

 Capitalism did not appeal to Pt. Jawahar Lal Nehru,our first prime minister,as under this system ,there

would be less chances for improvement in quality of life of majority of people.

 As a result,Mixed economy (with best features of both Socialist and Capitalist Economy) was adopted 

by the Indian Economy.

 India would be a socialist society with a strong public sector but also with private property and 

democracy; the government would plan for the economy with the private sector being encouraged to 

be part of the plan effort.

Economic Planning: 

 It means utilisation of country’s resources in different development activities in accordance

with national priorities.

 The industrial policy resolution of 1948 and the directive principles of the Indian constitution assigned

a leading role to the public sector. Private sector was also encouraged to be part of the plan efforts.

 Planning Commission was setup in 1950  ,with the Prime Minister as the chairman.

 The purpose of the commission was to carefully assess the human and physical resources of the

country and to prepare the plans.

 The Planning Commission fixed the planning period at five years .

 First five year plan was launched for a period starting from 1st April ,1951 and ending on 31st 

March,1956

 The Goals of five year plans

 A plan should have some clearly specified goals.Each five year plan listed the basic goals of India’s 

development.



 This does not mean that all the plans have given equal importance to all these goals.Due to limited 

resources,a choice has t be made in each plan about which of the goals is to be given primary importance.

 However ,the planners have to ensure that,as far as possible ,the policies of the plans do not 

contradict the four goals of Growth, Modernisation ,Self Reliance and Equity .

The  goals are :

1. Growth : 

 Of all the objectives, economic growth has received the strongest priority in all the plans. This is because 

              the  Indian economy is caught in the vicious circle of poverty due to low per capita income and the 

               consequent low rate of saving and capital formation.

 It refers to increase in the country’s capacity to produce the output of goods and services within

the country.

 It implies either a larger stock of productive capital,or a larger size of supportive services like 

transport and banking or an increase in the efficiency of productive capital and services.

 A good indicator of economic growth, in the language of Economics ,is steady increase in the GDP.

 The GDP is the market value of all the goods and services produced in the country during a year.

 The GDP of a country is derived from the different sectors of the economy,namely the agricultural 

sector,the industrial sector and the service sector.

 The contribution made by each of these sectors makes up the structural composition of the economy.

 Thus poverty will be removed and the standard of living too will improve.

2. Modernisation : It means such a variety of structural and institutional changes in the economic activities that 

can change a feudal and colonial economy into a progressive and modern economy that produces various types 

of goods.

It is required to raise the standard of living of people .It includes

(a) Adoption of new technology – This is to be done to increase the production of goods and services 

(b) Change in social outlook – Such as the recognition that women should have the same rights as men or

              Gender empowerment.A modern society makes use of the talents of women in the work place and 

              Such a society in most  occasions is also prosperous.

No doubt certain technological advancements have taken place in agriculture, energy, etc. But there is a real 

danger of this objective in the present context. The country faces an alarming unemployment problem and,

hence, poverty. But modernisation will definitely arrest the employment generation activities. Hence, there is a

conflict between modernisation on the one hand and removal of unemployment and poverty on the other.
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