
We are Living in a Planned Economy 

THE appointment of a separate 
Cabinet Minis ter to be in charge 

of Planning w i l l tend to obscure 
further the fact, which is not often 
so clearly realised, that we have been 
l iv ing, for several years now, under 
a planned economy. The planning 
may be bad, the execution even 
worse; but it is planning neverthe
less, in the sense that a large part 
of our activities, which have to do 
wi th production or consumption, is 
subject to deliberate control of autho
rity. A moment's reflection w i l l 
make this clear. 

Suppose you want to do some
thing, open a shop, start a business, 
publish a paper, or set up a factory. 
To begin at the beginning, one has 
to float a company and raise some 
capital. This requires the sanction 
of the Examiner of Capital Issues, 
which implies, in theory, that the 
Government, or rather the officer 
in question entrusted with this res
ponsibility, is in possession of the 
necessary information to decide what 
are the economic activities at the 
moment which wi l l promote the 
general welfare, and how much of 
capital can be allowed to be utilis
ed for this specific undertaking. The 
range of information necessary for 
deciding this question is fairly wide, 
and covers such things as the rela
tive urgency of the various needs, 
as also the availability of the various 
factors of production, materials, 
man power, and so on, necessary for 
fulf i l l ing these needs. 

Having cleared this first hurdle, 
one must find a place to work i n -
some sort of office premises to start 
w i th . To make the illustration con
crete, it would be better to confine 
oneself to the city of Bombay, and 
try to figure out how things w i l l go. 
To secure an office, according to 
present-day Government regulations, 
one has to apply to the Accommo
dation Officer. But since such ap
plications never produce any result, 
and there is lit t le fun in having 
one's name on the wai t ing list for 
years, one has to set about it in a 
practical manner. There are only 
two ways in which office accommo
dation can be secured—by buying 
up some business which is already 
in possession of such accommoda
t ion, or by acquiring space in a new 
bui lding that has just been erected, 
but not been let out yet. For land
lords are given the privilege of 
selecting their first tenants when 
buildings are newly let out. Once 

a bui lding has been given away to 
some tenants, change of tenancy has 
to be effected except through the 
intermediary of the Accommodation 
Officer. Landlords have to notify 
to the Government any vacancy 
that may arise, which are then al-
looted according to a complicated 
order of priorities. Besides those on 
the long wai t ing list, other claim
ants, e.g. different Government de
partments and essential services have 
precedence over mere outsiders. 

These preliminaries over, the 
more serious part of the adventure 
begins. Setting up any kind of pro
duction means securing lots of per
mits, permits for cement, bui lding 
materials, steel, and so on, Getting 
a permit is not always the same thing 
as getting the materials, though ma
terials can often be had, if one is 
prepared to pay the price, without 
the permit. No one quite knows 
the exact position, however, for 
rules are changed frequently and it 
is difficult, unless one happens to 
be ' in ' i t , to keep track of them. 
There had been times when it was 

cheaper to transport bricks from 
Delhi or Bombay than to buy them 
locally unless one managed to se
cure wagons for coal, in which case 
of course bricks could he had much 
cheaper. The greater shortage was 
that of coal to burn the bricks. The 
innumerable buildings in various 
stages of non-completion testifies to 
the haphazard nature of planning, 
in this particular field of activity. 

Those who have an appetite for 
facts may find it amusing that 
though the Bombay Government 
set up a Housing Board as early as 
January 1947 and the Bombay 
Building (Control on Erection) Act 
has also been on the Statute Book 
for a long time, despite the express 
aim of this Act to secure building 
materials for dwellings for the com
mon people, out of the 783 build
ings erected in Bombay City during 
1048-49, only 201 were for residen
t ial purposes and as many as 582 
for non-residential purposes, the lat
ter including luxury hotels and 
cinema houses. What is more, a 
large proportion of the residential 
buildings that were erected had posh 
flats which were beyond the means 
even of the ordinary rich. H o w 
these posh flats were built when both 
legislation and the Housing Board 
were there to see to it that more 
houses were bui ld for poor people, 
is a question that has often been 

asked but never answered. The 
above figures were given by M r , 
Dinkar Desai, a member of the 
Bombay Corporation, in the " Fail
ure of Housing Programme in Bom
bay " which he contributed to The 
Economic Weekly of December 17, 
1940. The figures for the next two 
years are not ready at hand but they 
should show an improvement since 
shortages of building materials have 
of late been greatly reduced. 

The situation is not very differ
ent when it comes to running a 
factory or mi l l or any other under
taking. To obtain electric power 
for industrial uses, procure capital 
equipment and many of the essen
tial materials, it is necessary either 
to have a licence or a permit. The 
alternative is the black market 
which goes on loading up the cost 
of the undertaking and unconsci
ously deflecting the trend of deve
lopments along lines perhaps least 
suspected by those unhappily res
ponsible for it. At various stages, 
decision are taken, necessary checks 
and balances are applied or facili
ties offered and encouragement 
given for some desired ends. The 
results are there for anyone to see 
but the process by which these re
sults are being arrived at are not 
always so closely followed nor given 
much attention. 

To put the matter in another 
way if one traces the long connect
ing link between the starting point 
of economic activity and the termi
nal point of actual sales to ultimate 
consumers, there are various stop
ping places on the way at which 
some sort of check or control is ex
ercised. The means may not always 
be well adjusted to the desired ends. 
But that is quite another story. 
There is obviously lack of co-ordi
nat ion; there is much good inten
tion which fails to produce the de
sired results. The allocation of re
sources is different from what it is 
intended to be and their final con
tr ibution is not commensurate w i th 
the means employed, 

* * * 
An important field of operations 

of such undesigned or imperfectly 
designed planning is the operation 
of import control. M u c h has been 
made of the so-called loopholes 
through which ladies' hand-bags and 
luxury goods seep in. The Com
merce Minis t ry may not find it dif
ficult to rebut this criticism by point
ing out that such luxury imports 
form a negligible percentage of the 
total. This is true, if art silk, for 
instance, is classified as a raw ma
terial of industry and therefore as 
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an essential item of import . T h e 
are some rough and ready ones, 
such as the a priori assumption that 
all capital goods as well as raw 
materials should h a w the highest 
priori ty. But if one tries to relate 
the volume of such imports to the 
volume of production, one would not 
be so sure about the correctness of 
this assumption. The study itself 
would be beyond the capacity of 
private enterprise to undertake but 
should be worth while for some 
Member of Parliament to take up. 

* * * 
What is true in the sphere of in 

dustry is also true, perhaps in a 
smaller measure, of agricul ture. ' 
There is conscious direction of re
sources in that from time to time, 
the Government announce their 
cotton policy or jute policy. Official 
notifications are issued about the 
distribution of acreage for the cul t i 
vation of different crops, though 
the actual administrative mechan
ism by which these decisions are en
forced and the method of their en
forcement is not very clear to the 
lay public. 

* * * 
Enough has been said above to 

prove the point that we are l iving 
in a planned economy and it need 
not be laboured further. The speci
fic instance of the type of planning 
in house-building in Bombay occur
red at a time when Shri Gulzarilal 
Nanda was the Minister for Labour 
and Housing. Now the same M i 
nister has been elevated to the Cen
tral Cabinet and has been given a 
separate portfolio for Planning. 
One naturally wonders if it is going 
to mean one more superfluous office 
or superfluous department. It may 
be argued that since the Govern
ment of India have accepted the 
Draft Five-Year Plan, some one 
has to be entrusted w i t h the res
ponsibility for implementing it. 
This, however, begs the question—in 

what sense is the Draft Plan a de
parture or different from the 
normal development programmes 
which the administration carries out 
as a part of its routine functions? 
Many of the projects brought to
gether in the Draft Plan are al
ready under execution and should, 
in the normal course of things, be 
completed by the existing author
ities. The appointment raises im
portant questions regarding organi
sation and the agencies for admi
nistration which have not been 
answered yet. Pending the answers, 
the appointment itself protrudes 
like a big question mark on a chao
tic situation. 
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C r y s t a l Gazing 
International Aspects of Indian Economic Development— 

D. T. Lakdawala. Oxford University Press. 1951. Price Rs. 8. 

DR L A K D A W A L A ' S thesis may 
be stated briefly as follows: 

The pace of India's economic de
velopment so far is not at all satis
factory and ought to be accelerated. 
What should be the rate of deve
lopment for which India should 
plan? Considering the low stand
ard of l iv ing of the people, the abso
lute size of India's population and 
the rapidity w i th which it is i n 
creasing, he feels we ought to plan 
for an increase of 147 per cent in 
our present national income in the 
next twenty years. This w i l l mean 
only a 40 per cent increase in the 
per capita income. Such an in 
crease cannot be achieved wi th the 
help of India's internal savings 
alone without considerable hard
ship and it is, therefore, considered 
necessary that we should import a 
substantial amount of capital from 
abroad to make this transition to a 
higher income level as smooth as 
possible. 

Once the need for foreign capital 
is admitted, the next question is: 
how much foreign capital do we 
need? On the basis of calculations 
made by the Bombay Plan and 
Mr Eugene Staley, he arrives at a 
figure of no less than Rs. 3,000 
erores over twenty years. The rate 
of inflow which w i l l be small in 
the early stages wall later increase. 
The question is raised whether such 
large amounts of capital (because 
there w i l l be domestic capital in 
addit ion) can be absorbed by an 
underdeveloped country whose 
institutions are not suited to i n 
dustrialisation The answer is that 
Ind ia ought to be able to do so; 
or it is hoped that India w i l l be able 
to do so. 

Of the total volume of foreign 
capital, three-fifths w i l l be loan 
capital negotiated at governmental 
level through institutions like the 
International Bank, and the Export-
Impor t Bank; the rest w i l l be direct 
venture capital. W i l l we be able 
to get all the capital we want? 
Neither the International Bank nor 
the Expor t - Impor t Bank have 
enough resources. Besides, their 
managing bodies conceive their role 
to be l strategic '. Nor is the posi
tion more helpful regarding the 
flotation of bonds in foreign mar
kets. The only place where it can 
be done is the U S A and it is doubt
fu l if we can make our bonds, how

soever well-protected, attractive to 
the American investor. In the same 
way, to attract foreign venture 
capital we have to give special 
guarantees regarding non-discrimi
nation, compensation and adequate 
remittance facilities. In spite ol 
this capital may not be attracted 

There is the further question of 
repayment of interest and amort i 
sation. Is India not likely to ex
perience balance of payments diffi
culties? The author is hopeful 
that she w i l l not, as the export sur
plus required for the purpose forms 
only 20 per cent of the country's 
exports which w i l l have expanded 
along wi th income. This percen
tage, though high, is much lower 
than what some countries w i th fixed 
foreign commitments have had to 
achieve. If reasonable precautions 
are adopted like (a) not wasting 
the loans or paying too high a rate 
of interest, (b) preventing growth 
of tariffs and (c) p lumping for 
multi lateral convertibility, the 
author is confident that the more 
diversified industrial structure ol 
the country should be able to pro
duce the needed export surplus. It 
may also be necessary to fix the ex
change1 rate in such a way as to 
maximise foreign exchange receipts. 
If such changes do not help the 
country to tide over her payments 
difficulties, differential exchange 
rates or differential export and im
port duties or subsidies may have 
to be adopted; as also exchange 
control. The I M F and I T O may 
not agree to such restrictions and 
the country w i l l be forced to resort 
to trade controls. The author pleads 
for subsidies, quotas and develop
mental protection and is not averse 
to India's forming a bloc in the 
event of a depression. 

One gets away from the book 
wi th a great feeling of dissatisfac
t ion. It gives the impression of 
having been wri t ten in great haste 
and the author frequently contra
dicts himself. Thus, having stated 
in Chapter I that India ought to 
plan for an increase of 147 per cent 
her present national income he for
gets all about i t in Chapter I I , 
where he calculates the foreign 
capital needed. He adopts as a. 
basis the figures given by the Bom
bay Plan, forgetting the fact that 
the Bombay Plan aims at increasing 
national income by 300 per cent. 
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