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ven to capitalists who live on profits. Profits can also be increased by

ving subsidies and tax rebates by providing adequate supplies of raw

materials and capital equipment, by restricting imports of competitive
roducts, by controlling wages and trade unions, and by govepr;ment
- urchases of the goods of the industries. Thus it is contended that larger
rofits accruing to the capitalist sector will mean larger savings which
 will be invested for larger capital formation and higher growth rates.

But this is not a correct view in the context of developing countries.
Perpetuation of income inequalities is no condition for rapid economic
growth. Unlike the developed countries, the conditions in developing
countries are such that income inequalities are not necessary for their
economic development. A number of arguments are given in support of

this view.

Perpetuation of income inequalities is not feasible under the system of

parliamentary democracy and the political climate prevailing in such
countries. The policy of raising profits to increase savings for capital
formation may lead to social unrest and may even fail to produce
socially desirable investment since the profit-making classes are not
necessarily increased in the welfare of the masses." Thus income
inequalities may hamper economic development. S

The policy of increasing profits of the capitalist sector through
subsidies, tax rebates, controlling wages and trade unions, etc. creates
Vested interests and leads to maldistribution of ‘resources within a

developing economy.
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the rural sector; while that of the '{op-
42,4 per cent in the urban and 33.6 pe;
or. Further, the lower 50 per cent of the householgg
er cent share in aggregate income in the urban sector, whjj,
50 per cent of the households had 82.5 per cent of the aggreg e
The comparative figures for the rural sector for the two fracgy;
- were 20.7 per cent and 79.3 per cent respectively, The
' Mahalanobis Committee concluded on the basis of these findings; «qy,
' wide range of variation that one finds between the top and the botto
“tenths of population clearly reveals the existence of concentratioxi'of’i
~ economic power in the country in its generalised form...And, the'
- conclusion seems justified that even after ten years of planning anq
~ despite fairly heavy schemes of taxation on the upper incomes, therejsa
' considerable measure of concentration in urban areas. This would also
hold good for riral incomes as, in their cases, even the burden of
taxation is not heavy on the higher ranges of incomes.”®
~ Another estim.te of the growth of inequality in India has been made
by Dandekar and Rath for the period 1960-61 to 1967-68 on the basis of
the per capita consumer expenditure. Their study revealed that the per
capita national consumer expenditure increased by 3.9 per cent over the
period 1960-61 to 1967-68, the per capita urban consumer expenditure
_ increased by 2.4 per cent, and the per capita rural consumer expenditure
by 3.8 per cent. To take the different sections of the rural population
first, over the period of the study the per capita consumption of the 20
per cent poorest increased by less than 2 per cent and that of the poorest
- J per cent actually declined by about one per cent. The consumniption of
the lower middle sections (20 to 40 per cent) increased by 2.2 to 2.6 pe!
~ cent, that of the middle sections (40 to 60 per cent) increased by 3.7
' 4.1 per cent, and of upper middle and the richer sections (40 per cent®
population) increased by 4.4 per cent. Thus the process of developme™
the period 1960-61 to 1967-68 affected different sections of theied
l population differently. It benefited the upper middle and th‘:
ns much more than the middle, the lower middle and' P‘?"r..e e
Thus Dandekar and Rath observed, “Under the ¢t
1 amount of growth of inequality is inevitable.” T0 5

e
Lo

Scanned with CamScanner



