
MAY I, a simple bureaucrat con-
nected (and also concerned) 

w i t h indus t r ia l p lanning, say some
t h i n g on the discussions of licens
i n g policy in The Economic Weekly 
by Jagdish Bhagwati and Artha
gnani? 

Bhagwati 's substantive point is 
real ly qui te unexceptionable. i t is 
jus t that unless adequate technical 
work is done in the Development 
W i n g and the Planning Commis
sion on the o p t i m u m sizes, locations 
and expansions over t ime (these 
three are, of course, inter-depen
dent) of industr ial projects, the 
resul t ing vacuum is bound to feed 
merely political decisions and 
render state intervention in the re
gulat ion of industry i r ra t iona l . 

Ar lhagnani ' s first po in t ' that, the 
concept of economies of scale if 
more complicated than Bhagwati 
seems to imagine only reinforces the 
need for more thorough-going tech 
nical work than anyth ing else. After 
a l l , the revelation that paper comes 
f r o m pu lp would not reduce Bhag
wati 's basic point to the same sub-
product. Fol lowing this, Ar thag
nani gives a spir i ted defence of the 
present l icensing mechanism and we 
bureaucrats are. in effect, told that 
we have so far been w r i t i n g poetry 
without knowing i t . As Bhagwati 
has been careful enough to point 
out, present decisions regarding the 
size and location of plants "may 
very well be economic if spatial and 
inter-temporal factors are taken in
to account, but if this is so. it is by 
sheer chance and despite the plan
ners'1. The t ru th of Bhagwati 's 
statement is surely quite obvious 
from the simple fact that planners 
today do not find it necessary to use 
any of the known techniques fo r 
a r r i v i n g at op t imal decisions in 
sanctioning new industr ial capacity. 

I am, however, p r ima r i l y con
cerned about the assertion by 
Ar thagnani (not , I presume, a mis
take for Arthasastragnani) that 
P lann ing is basically a pol i t ica l pro
cess of wh ich the modus operandi 
is horse-trading and to want to have 
it; any other way is to indulge one
self in a technocrat's fool's para
dise. W h a t makes this last state
ment pernicious is that it does not 
dis t inguish between po l i t i ca l deci

sions and merely po l i t i ca l decisions. 
In the first case, there is someone 
who is able to tel l the po l i t i c i an 
what he should decide on a purely 
rat ional basis; cither the po l i t i c ian 
(a) agrees w i t h i t , because he be
lieves in being rat ional or because 
the advice in the part icular case 
happens to coincide w i t h the pol i
tical choice or ( b ) disagrees w i t h i t 
and makes an alternative choice on 
pol i t ica l grounds but in doing so. 
clearly understands the cost, in an 
economic sense, involved in his de
cision. This simple model can 
easily be extended to include cases 
where alternative rational choices 
are possible. On the other hand, 
in a merely political decision, there 
is a technical vacuum. horse-trading 
and a final resolution of the free-
for-all by an ad hoc decision at the 
pol i t ical level which is essentially 
i r ra t iona l . 

Surely, the a im of all p lanning 
and government is to ensure that 
rational decisions are taken as 
widely over the field as possible. 
Polit icians have no special weak
ness for horse-trading; in a con
text where the polit icians are be
coming increasingly aware of their 
v i ta l role in the p lanning process, 
it is a great p i ty that their techni
cal secretariats are not adequately 
organised to tell them what the 
rat ional choices are. On the last 
section of Arthagnani ' s article any 
self-respecting pol i t ic ian can only 
echo Hopkins and say: 

" I f thou wert my enemy, O. 
thou, my f r iend, how wouldst thou 
worse, I wonder, than thou dost?". 

BUREAFCRAT 

New Delhi 
September 22. 

Reply 
BUREAUCRAT makes two points: 

(1) Bhagwati 's argument for 
adequate technical work on pro
jects ( i n i t i a l sizo. location, expan
sion over t ime) is "unexception
ab le / ' (2) T h e a im of p lanning is 
" to ensure that rat ional decisions 
are taken as widely over the field 
as possible". 

This is not as new.as it is made 
to appear. What is questioned is 
the assumption that ra t iona l i ty re

sides only among economists; that 
it is not to be found outside this 
enchanted circle. Rational deci
sions (or , in mote day-to-day l i f e , 
calculations) are necessary when a 
project has to be undertaken. The 
dispute between Bhagwat i and my
self is as to who is to take these 
decisions or make these calculations* 
I am suggesting that the considera
tions entering these decisions are 
not purely technical ( i n this sense, 
obviously the economist's horizon is 
more restricted), and that the. busi
nessman's decisions based on mar-
ket considerations, are l ikely to 
prove more ra t ional . (Are the 
Government owned projects, plan
ned and executed by Government 
agencies, in any way superior to 
those conceived and carried out by 
pr ivate enterprise? A n d which 
Government servant or economist 
would have had the vision to under
take a steel project at the beginn
ing of this cen tu ry? ) I t was from 
this poin t of view that I pointed 
out the fallacy in Bhagwati 's defi
nitions, The whole question is one 
of l imits of p l ann ing : Bhagwati 
thinks it is possible to put industria
lisation in the strait jacket of some 
economist's half-baked project re
ports : I th ink the need is to reduce 
bureaucrats' decisions — not give 
them more power. 

Exident ly, Bureaucrat is averse 
to poli t ical horse-trading; this is 
bound to happen so long as more 
and more decisions are left to the 
whims If shall not g lor i fy these 
into " ra t iona l decisions") of bure
aucrats and their advisers. The 
economist, is presumptuous to th ink 
that of alternatives only one is 
rationally justif iable or that he is 
infal l iable or that what he says has 
more reason to be called ra t ional 
than what others say. The role of 
economist qua economist has been 
discussed by Lionel Robbing as also 
by Johr and Singer. The fallacy in 
the economist's reasoning; is to pre
sume that there can be an economic 
decision independent of the p o l i t i 
cal process (or , as M y r d a l said, flee 
of his own value judgments ) . The 
remedy is to know the l imi t s of 
p lanning and to use market forces 
to further its aims -— not to give 
more powers to planners or their 
economic advisers. 

A R T H A O N A N I 

Bombay 
October 4. 
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