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On the Industrial Front 
THE Industr ial Policy Resolution 

of A p r i l 1948 has achieved the 
status of a Fundamental Dogma. 
A l l th inking on Tie subject, and all 
action, is to be in accordance wi th 
it and the Planning Commission at 
any rate have not been heretical. 
They believe that " w i t h i n the 
framework of this policy, it is pos
sible to nave a programme of indus-
rial development which meets the 
country's present needs ", And since 
the prime objective of the Indus
t r ia l Policy Statement was to de
marcate the fields of operation for 
public and private enterprises, the 
Commission's s tal l ing point was to 
take it for granted that l i t t le or no 
nationalisation of existing industries 
is to be contemplated on purely eco
nomic grounds. Having put aside 
that question, they work out their 
plans and targets in consultation 
wi th private enterprise, and leave 
the execution of the plans also in 
private hands in the case of a variety 
of industries. 

For this reason, the programme in 
respect of large-stale industries falls 
into two parts. The first covers i n 
dustries for the development of 
which the Government accepts fully 
or partly the responsibility of finding 
resources. In the second category 
come industries which the Commis
sion want to be developed by p r i 
vate enterprise, supported by broad 
policies for regulation of investment, 
supply of raw materials and equip
ment, etc. In so far as these latter 
are concerned, the necessary re
sources have to be found by the 
private sector itself. A l l that the 
Government, undertakes to do is to 
see that nothing is done to discou
rage the flow of investment into 
these approved industries, and to 
set up Development Councils in 
accordance w i th the Industries (De
velopment and Regulation) Act of 
1951 These Development Coun
cils w i l l recommend targets for pro
duction and measures for fuller 
utilisation of capacity, assist in the 
distribution of controlled materials, 
promote arrangements for obtain
ing materials abroad, suggest norms 
of efficiency w i t h a view to el imi
nat ing waste, reducing costs, i m 
proving quality, etc. "The Act ap
plies to 37 industries and Develop
ment Councils are to be set up i m 
mediately for seven of them, viz., 
heavy chemicals (acid) and fert i
lisers, heavy chemicals ( a lka l i ) , 
paper ( including newsprint and 
paper board) , leather and leather 
goods, bicycles, glass and ceramics, 

and internal combustion engines 
The Commission believe that these 

Development Councils wi l l ensure 
that private industry conforms more 
and more to the planned pattern of 
development. This pattern con
sists of four sides: 

(a) Fuller utilisation of existing 
capacity in consumer goods indus
tries, and in industries like jute and 
plywood; 

(b) Expansion of capacity in 
capital and producer goods indus
tries like i ron and steel, a luminium, 
fertilisers, cement, 

(c) Completion of units on which 
a part of the capital expenditure 
has already been incurred; and 

(d) Establishment of new plants 
for rectifying as far as resources per
mit the existing lacunae and draw
backs, e.g., manufacture of sulphur 
from gypsum. 

The Commission believe that ex
isting rapacity in consumer goods 
industries is adequate for present 
requirements and the plans they have 
approved relate in the main to ex
pansion of capacity in the capital 
goods industries. 

The projects fall ing wi th in the 
public sector include an integrated 
pig-iron and steel plant capable of 
producing 800.000 tons of pig-iron 
and (a min imum of) 30,000 tons oi 
steel after completion, and the com
pletion of projects in hand like the 
locomotive factory, the machine 
tools factory, fertiliser factory, etc. 
These together involve an outlay of 
Rs 94 crores in the period of the 
plan. As regards development in 
the private sector the table be low-

indicates the industries selected as 
well as the programme for the plan 
period. 

It is estimated private invest
ment of Rs 233 crores over the five-
year period w i l l lie neeessary for 
attaining these targets. 

Besides the investment by the 
public and private sectors of Rs 327 
crores on expansion of capacity in 
the producers' goods industries, 
there wi l l need to be a further i n 
vestment of about Rs 150 crores to 
make up the backlog of arrears of 
depreciation, Rs 80 crores to cover 
curreent cut depreciation and Rs 150 
crores for working capital- adding 
up to a total of Rs 707 crores over 
the five-year period. This invest
ment is to be financed as follows: 
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The programme laid down by the 
Commission, it must be admitted, 
js very impressive. Should things 
turn out as envisaged, and should 
the hope of the Commission that in 
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the succeeding years as much as 50, 
per cent of additional income could" 
be re-invested materialise, we should 
before long cease to be an under
developed economy. For, w i t h the 
foundations laid in the first five-
year period, and with larger invest
ments in industry in the subsequent 
plan-periods, industrial development 
should be rapid enough to divert 
more and more of labour away from 
agriculture and provide the much 
needed relief from pressure of sur
plus manpower in that sector. But 
one cannot help wondering- whether 
the Commission have ensured that 
ther private sector w i l l work accord
ing to plan. 

Doubts arise for several reasons. 
In the first place, as the Commis
sion affirm, ''the competing de
mands on the l imited savings avail
able in the country are so large 
that a major objective of policy 
during the period of the plan must 
be to canalise the available capital 
into lines which have been accorded 
high p r i o r i t y " . 'This involves, so 
far as investment in the private sec
tor is concerned, not only prevent
ing undesirable investment through 
capital issues control etc., but, more, 
important , promotion of investment 
in the approved lines. It is this 
positive- aspect of policy that received 
major attention in the report. 
The Commission admit that a sys
tem of specific incentives would he 
necessary, but do not go on to say 
what particular incentives are neces-
sary and where. It does not help 
merely to point out that there are 
" various fiscal and other incentives 
which can he given by the Govern
ment for promoting industrial deve
lopment" . It should be obvious 
that in the present state of the 
Indian economy, minor incentives 
like supply of power at concessional 
rates do not help much. Does it 
not then mean that major conces
sions should be made regarding tax
ation, tariffs and prices? if so, 
what w i l l be the effects on resources 
available for investment in the public 
sector, on prices and on costs to 
the public sector (which, after a l l , 
may have to buy the products of 
private industry for its own pro
jects) ? In all attempts at planning 
in a mixed economy, this question 
of providing incentives to the p r i 
vate sector wi thout jeopardising the 
plans in the public sector arises in 
an acute form, and nothing is 
achieved by burking the issue. 

This lacuna is serious enough. 
But there is something even more 
serious, arising from the never-

e n d i n g conflict; between Iarge-scale,, 
and smallscale industry. The Com-
mission are unabIe to decide wherther 
in the interests of productivity, the 
former should be developed rapidly 
or whether, in the interests of em
ployment in the immediate future, 
the latter should be afforded pro
tection and direct assistance. Whi le 
they make the point that there is 
need for a continuous improvement 
in standards of product ivi ty in their 
chapter on Industrial Development, 
they blandly recommend elsewhere 
a programme for promotion of small 
scale industry and handicrafts which 
is anything but .ongenia1 to an i m 
provement in productivity in the 
industrial sector. They suggest that 
"' wherever a large-scale industry 
compete w i t h a cottage industry, 
the appropriate course should be to 
formulate a common production 
programme taking into considera
t ion factors such as efficiency of 
production, the social aspect and 
the employment aspect " [Italics 
ours). This so-called common pro
duction programme consists of : 

(i) Reservation of spheres of 
production; 

(ii) Non-expansion of capacity 
of large-scale industry; 

(iii) Imposit ion of a cess on 
large-scale industry; 

(iv) Arrangement for supply of 
raw materials; and 

(v) Co-ordination of research, 
training, etc. 

A n d among their specific; recom-
mendations the following may be 
noted: extension of the reserved 
field of handloom industry; non-
expansion of capacity of large-scale 
processing industries, gradual e l imi
nation of rice mills of the huller 
type, imposition of a small cess on 
m i l l cloth and mi l l oil for develop
ment of khadi and handloom Indus
tries and village oil industries. 

It is difficult to understand why 
this is tai led a common production 
programme. It certainly is not a 
programme for getting the best out 
of large-scale industry; and it is ex
tremely doubtful if it is beneficial in 
the long run to production in small-
scale industry. As long as small-
scale industries are sought to be de
veloped at the expense of large-
scale industries, there is no future 
for either of them. We shall have 
killed large-scale industries in order 
to preserve handicrafts like exotic 
plants in a hot-house. It is regret
table that the PIanning Commission 
should approve of policies which, 
what ever their poli t ical appeal are 
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certainly unjustified economically 

It is true that certain small-scate 
industries should be fostered in 
order that they may provide addi
tional employment. But these 
should have a reas nable chance of 
being able to stand on their own 
legs after a while, and of contribut
ing materially to the variety and 
output of goods available to the 
community. 

To talk on the one hand of fiscal 
and other incentives to large-sc ale 
industrial development and to re
commend on the other, cesses on 
and restriction of output of large-
scale industries smacks of hypocrisy. 
T h e Planning Commission cannot 
have it both ways, and considering 
the poli t ical pressure in favour of 
small-scale industries, it w i l l not be 
surprising if the Commission's com
mon production programme is ac
cepted readily and the question of 
incentives to large-scale industry is 
left as vague as the Commission 
have left i t . The impressive plan 
for industrial development w i l l then 
be no more than a dream unful f i l l 
ed. 


