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The Mahalanobis Committee Report 
OR 

The Concentration of Economists' Power 
'Arthaganita Shiksharthi' 

The Mahalanobis Committee Report is not only disappointing but worse. It is shoddy, lacking both in expert-
ise and in understanding, and it gives no evidence of any analysis or attempt at assessment. 

Yet no one can contend that the members lacked the talent to do a competent job. 

The reasons for the poor performance are obvious. The energies of the members are too thinly spread over too 
wide an area—committees, institutions, and what not. The members feel strongly against concentration of economic 
power and yet, ironically enough, they have assiduously concentrated in themselves a great deal of power and 
patronage over economic advising and employment of economists. 

This concentration of economists' power through inter-locking of committees and governing bodies itself calls 
for investigation, but at a much lower level of abstraction and at a higher level of competence. What we need now is 
to follow up the example of the composition of the Raj Committee — average age below forty — whose report was 
quick and one of the most able economic analyses made in recent years. The Mahalanobis Committee's incom
petence and neglect have done incalculable harm. We shall have to start all over again with valuable time lost. 

THE Mahalanobis Committee's work 
on its first term of reference, on 

changes in the levels of living, is still 
unfinished; and, despite the promise 
of its submission within a 'few weeks', 
it has not yet reached the hands of 
the Government. Even this incom
plete report, it took the Committee 
nearly three and a half years to pro
duce. 

From many points of view, this is 
scandalous. The report is shoddy and 
amateurish, it produces practically no
thing of any importance that is really 
new. The authors betray a lack of 
judgment in analysis and selection 
and in the evaluation of material. 
There is no saving grace either, so one 
cannot help wondering why the moun
tain took so long to produce and pro
duced in the end only a mouse. It is 
pretty obvious that the Committee 
clearly failed to take up their work 
with the seriousness it deserved, for 
surely the members did not lack the 
talent to do a competent job. 

What seems to have happened is 
that the majority of the members have 
done too little work for the Committee 
and they have apparently been too 
divided at a personal level to have 
cooperated to the extent that was ne
cessary. This is, by now, a well-
known phenomenon among the acade
mics, specially those 'who are also en
trepreneurs' (each with his own Insti
tute or Council) and it, is only the lay
man who is ignorant of the rivalries 
between them. This may well have 
interfered with the work of the Com
mittee, both delaying the report and 
worsening its quality, through the in
clusion of irrelevant and indifferent 
material merely at the pressure and in

sistence of members whose institutions 
had prepared it . 

But much more than this, it is the 
half-hearted interest taken in the work 
by the members which accounts for 
the poor quality of the report. It is 
common knowledge that all the mem
bers are on a number of Committees, 
Governing Bodies, etc, while frequent
ly maintaining control of quite large 
academic institutions. Their energies 
are consequently so thinly spread that 
they hardly produce any work of se
rious merit these days. Being on 
Committees seems to have become 
more important to them than the qua
lity of the work they do for these 
Committees. The membership of 
Committees has become such a status 
symbol that, ironically enough, the 
very people who have spoken with such 
passion on the concentration of eco
nomic power ignore the obvious and 
oppressive concentration of power 
which they have arrogated to them
selves through appointments on all im
portant Committees of the Govern
ment, interlocking of Governing Bodies 
of their institutions, and the control of 
Selection Committees which can be 
used for victimising (or buying up) 
young talent which seeks independence 
of thought and action! 
To Break This Other Concentration 

The most important, single conclu
sion which the Mahalanobis report 
points to is the need to break this 
concentration of economists' power, 
which inhibits genuine academic free
dom and prevents efficient and speedy 
analysis of important public, social 
issues such as the distribution of in
come. What we need now is adoption 
everywhere of the courageous and suc

cessful example set by Minister C 
Subrumaniam in setting up the Com
mittee on Steel Distribution, consisting 
of sincere and energetic young econo
mists-average age below forty —whose 
report was speedily submitted and 
which produced one of the most able 
economic analysis in recent years. 

There arc so many examples which 
one could take to illustrate the criti
cisms made above that there is a genu
ine problem of choice. Every reader 
will naturally have his own favourite 
examples; the following are the pre
sent reviewer's. 

The amateurish and ineffective ana
lysis of the report is combined with 
an approach towards the problem 
which conceives statistical and eco
nomic analysis as a mere cataloguing 
of the results derived by others. 
There are three major ways in which 
such cataloguing has affected the qua
lity of the Mahalanobis report : 

(i) The cataloguing is sometimes 
without relevance. Take, for example, 
the work quoted on income-tax asses-
sees (mostly by NCAER). It takes near
ly eight paragraphs to discuss the dis
tribution of income within the tax-
paying group. The Committee knew 
pretty well that it was meaningless to 
pose the problem of income-distribu
tion within this extremely small frac
tion of earners in the population and 
that the income-tax data are quite no
toriously bad. And yet the Commit
tee waste our time with this work. 

(ii) Similar criticisms can be made 
of the Committee's failure to provide 
an expert assessment of the data that 
they use, in relation to the economic 
questions posed. Two examples may 
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be cited. One relates to the NCAER 
data on urban ownership distribution. 
(These are cited, incidentally, in full 
detail, in both Chapters 3 and 4: the 
two chapters have ... obviously been 
drafted by different authors and not 
cross-checked to avoid repetition!) 
These data are cited in Chapter 4, 
while discussing the distribution of 
property with reference to concentra
tion of economic power, without any 
attempt at telling us how important 
this particular type of property is in 
relation to total wealth. The facts 
are stated without the slightest at
tempt at relating them to the discus
sion and analysis. Similarly, to take 
another example, when the data on 
average earnings of different wage-
earners are discussed (on pages 18 
and 19), there is absolutely no evi
dence that the Committee have under
stood the simple point of changing 
weights of different income-groups 
within each category, so that we have 
no analysis again, but a simple, naive 
collection of little-understood facts. 

(iii) Frequently the Committee cite 
estimates without assessing their vali
dity. This can be seen most glaringly 
when they discuss the distribution of 
income (by fractiles). They reproduce 
several alternative estimates but make 
no attempt to check their validity. For 
example, the Bhatt-Ojha study for the 
RBI has been discussed critically in 
The Economic Weekly recently and 
doubts cast upon its methodology from 
the viewpoint of deriving valid conclu
sions about changes in income distri
bution. Why did the Committee not 
go into such an assessment of the 
material they use ? 

More Serious Defects 

These criticisms would, in them
selves, be sufficient to condemn any 
report that has any claim to serious
ness. But there are many other de
fects which are even more damaging. 

(i) One comes across quite bad 
economics. For example, take the state-
ment: 

'ln many industries, the size of 
the domestic market is small in 
relation to the size of the plant at 
which maximum average costs 
begin to obtain; and any attempt 
to reduce the degree of concentra
tion by breaking down economic-
size units into a large number of 
uneconomic-size plants would only 
lead to economic waste.' 

Any student of location theory 
knows that minimum average cost in 
production is only one element in mi
nimising total costs; and that the de

cision on the optimum size and loca
tion of plants in an activity depend 
on the spatial and inter-temporal pat
tern of demand aside from the econo
mies of scale in production. Must we 
put up with such economics as the 
Committee have handed out in the re
port? 

(ii) The Committee have not even 
been able to think of any interesting 
economic hypotheses to check against 
data. For example, in Egypt it has 
been found that the regime of stiff 
import controls (with its protective ef
fect) and reasonably stable real wages 
(implying stable money wages in view 
of policy-held basic-food prices) has 
brought about a dramatic shift of in
come distribution in the industrial sec
tor from wages to profits. There is 
reason to expect this to happen here. 
Has it ? Why haven't the Committee 
asked themselves such obvious and 
analytical questions instead of taking 
it easy for three and a half years ? 

Important Issues Ignored 

(iii) Even the information collected 
on some topics is inadequate. For ex
ample, the data on producer concentra
tion (on page 36) are taken from an 
NCAER study which is much too res
tricted in its coverage. The Commit 
tee just had to get the necessary in-
formation from the Ministry of Com
merce and Industry to give us more 
comprehensive coverage. The Ministry 
data could also have been superior, in 
that they might have been classified 
separately by production and capacity 
and different years. It is pertinent that 
the Committee are content with an 
NCAER study and have made no fur
ther effort at more information and 
analysis. They even forget to assess 
the role that the growth of small units 
makes in many industries. Nor is 
there any indication that the Commit
tee are aware that, in a planned eco
nomy such as India's, where we have 
ruled out both foreign and domestic 
competition through import control 
and strict control over capacity crea
tion and where there are frequent 
scarcities, there is virtually no scope 
for competition any way and that the 
presence of oligopolies must be assess
ed in the light of this overall, institu
tional framework. 

(iv) But, aside from these and many 
other drawbacks of omission and 
faulty analysis, perhaps, the most seri
ous criticism of the report lies in its 
failure to place right in the centre of 
its 'analysis' the two most important 
things which an intelligent Indian will 
think of, when he thinks of income 
distribution and the concentration of 

economic power in our society over the 
last decade. These relate to (1) the in
come of landless labourers and (2) 
the expanding role of the public sec
tor. It is astonishing that the report 
barely mentions the former, stating 
that 'The only group which does not 
seem to have made any advance in its 
income position is agricultural labour
ers'! Is this all that we should have 
been given, when so many pages could 
be wasted on the welfare of income-
tax assessees? Surely we wanted a 
much deeper evaluation, in the report 
itself, of a group whose welfare has 
been the concern of all progressive 
thinkers in this country. Closely relat
ed to -this culturally ethnocentric, ur
ban-oriented, reactionary approach of 
the Committee is the perfunctory at
tention given to questions of land re
form: all we have been given is the 
NSS land distribution data for two 
recent years! Should they not have 
told us why land reform has not had 
any impact on this distribution? Should 
they not have used the other data 
that are also available for some states? 
Should they also not have evaluated 
these data, their validity and signifi
cance ? 

Role of Public Sector 
Equally astonishing is the Commit

tee's failure to grasp the role that the 
growing public sector is supposed to 
play in relation to the question of 
concentration of economic power and 
wealth. Most students of the Indian 
scene have regarded the governmental 
policy of increasing share of public 
sector in total investment as a very 
important policy instrument in steadi
ly narrowing down the area (private 
sector) where the inequality and con
centration in ownership of means of 
production can operate. This attitude 
is presumably based on the implicit 
assumption that, in an underdevelop
ed economy with scarce entrepreneu
rial resources, it is impossible to ex
pect that we could reduce the degree 
of wealth inequality that a freely 
operating, private enterprise system 
inevitably generates. Given this impli
cit premise, the Government (faced by 
pressures which imposed moderation) 
has opted for the well-known policy of 
increasing the share of the public sec
tor in the ownership of the means of 
production. This is one of the most 
important aspects of our policy, which 
will take us by the end of the Fourth 
Plan to about 40 per cent of the re
producible, tangible assets being in the 
public sector. This 'evolutionary Marx
ism, surely cannot be ignored for it 
represents the most potent of the ins
truments of policy for combating the 
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concentration of wealth and economic 
power. Is it not fantastic, then, that 
the author of Chapter 4 should have 
ignored this altogether? 

The report thus lacks in both ex
pertise and understanding. Many other 
faults could be listed. For example, 
the Committee fail to give us any 
assessment of the role of several gov
ernmental policies (e g, licensing) in 
the sphere of combating concentration 
of economic power in the private sec
tor. Nor can the Committee hide be
hind its terms of reference on this 
issue. How can the Committee exa
mine 'the extent to which the opera
tion of the economic system has re
sulted in concentration...' (our italics) 
without assessing the way government
al policies have operated? One could 
go on like this. But enough has been 
said already to underline the failure 
of the Mahalanobis Committee. This 
whole question is of such great social 
importance that the Committee's in
competence and neglect have done in
calculable harm. We shall have to start 
all over again with valuable time lost. 

Brno Trade Fair 

THE next International Trade Fair 
at Brno, Czechoslovakia, the 

sixth in succession, will be held from 
September 6 to 20. The Government 
of India has invited nearly 300 Indian 
firms to participate in the Fair. In 
addition, India wil l also set up a pavi
lion in the Pavilion of Nations section 
of the Fair. In the Indian pavilion, 
specially selected items together with 
models of some of India's major 
plants and projects will be displayed. 
There will also be an Indian informa
tion centre and a library of samples  
representing a comprehensive range of 
exportable products which, according 
to the Fair regulations, cannot be dis
played in the technical sections of the 
Fair. These wil l include models of 
electric locomotives, electric furnaces, 
tropicalised electric motors, tyres, dry 
batteries and a large variety of consu
mer goods. India wil l also have an 
open air demonstration arena at the 
Fair where machines and equipment 

will be demonstrated in working 
condition. 

The Governments of both India and 
Czechoslovakia attach much impor
tance to India's participation in the 
Brno Fair. India is Czechoslovaki 
third most important trading partner 
outside the socialist bloc and Czecho
slovakia holds the sixth place in 
India's foreign trade. The recent trade 
agreement between the two countries 
aims at a two-fold increase in mutual 
trade during the next three years. If 
this target is to be achieved India 
will have to export more non-tradi
tional goods to Czechoslovakia. The 
Brno Fair wil l naturally play an im
portant part in making this possible. 
In particular, the extensive display of 
Indian engineering goods at the Fair 
will give Czechoslovak importers and 
consumers an opportunity to get 
acquainted with the quality and range 
of India's engineering industry. 


