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MR. A.D. G O R W A L A has been 
an able and honest administra
tor. He is conscious that the civi l ser
vant is corrupt and inefficient, hut 
he is not without hope that the i n 
tegrity and 'efficiency of the admi
nistrative personnel of the Govern
ment can be improved. Himself a 
former civil servant, he is a believer 
in bureaucracy. If the Govern
ment is unable to enforce controls 
efficiently or to manage the enter
prises it has undertaken, it is not 
because the State is unsuited to per
forming these functions, but be
cause of certain defects in the pre
sent administrative set-up. 

He has submitted two reports for 
the consideration of the Planning 
Commission on two related issues. 
Administrat ion has failed not in 
maintaining internal security; law 
and order have been securely estab
lished; but it has not succeeded in 
its attempts to run a controlled eco
nomy. In his report on Adminis
tration as well as on State. Enter
prises, Mr Gorwala is mainly con
cerned wi th strengthening the ma
chinery of economic administration 
at the disposal of the Government 
at the Centre as well as in the 
States. No exception can or wi l l 
be taken w i t h his diagnosis of the 
problem or wi th his recommenda
tions for structural reform and 
organisation. 

But, is the body all-important? 
What about the soul and the brain? 
Ind ia has made little progress in 
her march from a police to a wel
fare State not merely because the 
Adminis trat ion is corrupt, but main
ly because it lacks skill and the w i l l 
to ensure a welfare State. Fair 
shares for all cannot be had unless 
there is enough to go round. Tha t 
equitable distribution of the pre
vail ing poor output would merely 
mean a distribution of poverty is 
a truism but the Administration's 
fault is that it lacks trained skill and 
knowledge to shape, direct and con
t ro l the gradual march towards 
plenty. 

Even an honest bureaucracy 
would fail to deliver the goods if 
i t lacked skill and knowledge. It 
is not in the administration of pol i 
cies but in their formulation that 
the main difficulty lies. In a par
liamentary system of democracy it 
is the. Cabinet Minister, and not the 

bureaucrat who formulates policy. 
In the sense that all policies nmd 
have the approval of the Cabinet 
and wi l l conform to the political 
and economic faiths of the party in 
power, this is true. But, in a mo
dern, welfare State, it is the bureau
crat, the departmental staff. who 
helps and assists the Minister to 
initiate and to formulate policy. 

This function the department is 
unable to perform unless it has the 
necessary skill and knowledge. The 
problem that faces the administra
tion in India prevails in many other 
countries. The crisis in Govern
ment is essentially a crisis of bureau
cracy. There is corruption but i n 
efficiency is the. more glaring defect. 
It is not the administration's fault 
if it mismanages State enterprises 
or fails to operate controls effect
ively. I t wil l never succeed in clu
ing the new and arduous tasks it 
is expected to undertake unless it 
acquires the necessary skill and 
knowledge. A n d , it is a serious flaw-
in Mr Gorwala's otherwise pene
trating analysis of the problems that 
confront the administration and 
State enterprises that the import
ance of this fundamental aspect is 
minimised. 

As in his analysis of the struc
ture of administration, Mr. Gorwala 
is erudite in his assessment of the 
functional aspect of State enter
prises. If the State must be encour
aged to own or to undertake enter
prises, it must be on the basis of a 
strict divorce between ownership 
and management. There would be 
nothing new or novel in having 

autonomous bodies for State enter
prises. In the private sector of the 
economy, divorce between owner
ship and management is an accept
ed fact, if not an established p r i m 
ciple. A managerial revolution 
has happened long ago, and the 
capitalist has long s ince reconciled 
himself to be content, with the 
status of a coupon-clipper. 

Whether managements should be 
vested wi th a new and more 
exalted status is not beyond contro
versy. But Mr. Gorwala has solv
ed this aspect of the problem by 
his recommendation that State 
enterprises should function within 
the framework of parliamentary 
and ministerial responsibilities, and 
under effective control by the Gov
ernment and Parliament in certain 
essential aspects. Experience of 
the Damodar Valley Corporation 
suggests that there is need to stress 
the wisdom of the principle of 
ownership and management, but 
Mr. Gorwala has suggested an addi
tional safety-valve in his recom
mendations for a six-member 
Policy board for the whole country, 
the principal function of which 
would he to raise the efficiency of 
Government enterprises and make 
them models of scientific manage
ment and business methods. 

It is on the basic issues that Mr . 
Gorwala is either silent or less 
emphatic, although there are impl i 
cations in his treatment of the sub
ject that he is not unfamiliar with 
the basic issues involved. M r . Gor-
wala has no difficulty in jus t i fy ing 
State enterprise in an under-deve-
loped country which suffers from 
lack of capital and of entrepreneu
rial initiative. He endorses the 
basic implication of the Colombo 
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Plan or of the Five-Year Draft Plan 
that " the responsibility for indu
strialisation is l ikely to be thrown 
more and more upon the State as 
the years go by ". Not possibly, 
one may add a foot-note," as the 
years go b y " , but certainly at the 
ini t ia l stages of any plan for indu
strial development. 

Unl ike Sir Jeremy Raisrnan, who 
welcomed the growth of State enter
prises as sources of public revenue, 
Mr. Gorwala is not a cynic, but he 
is not an angel either. He would 
like to have the best of both the 
worlds. He is opposed to running 
State enterprises with profi t as the 
pr ime motive, but he takes into 
consideration the taxes which State 
enterprises wi l l have to pay, l ike 
any other private undertaking, more 
as a criterion of the efficiency of 
such ventures. It is diff icult to p in 

h i m down, but he seems-inclined to 
the v iew that State enterpr ises can 
pay taxes and yet provide more 
efficient service to the consumer 
than a pr ivate undertaking through 
increased organisational economy 
and efficiency. 

More intr iguing is the querry whe
ther State enterprises should not be 
regarded as an inevitable conco
mi t tant of mixed or dual economy. 
If wholesale nationalisation is to be 
abandoned, is there no other means 
of ensuring purposive direction of 
the economy or of enforcing a 
rational price policy? Some econ
omists in Br i ta in seem attracted 
towards the fascinating theme of 
f ighting private init iat ive in its own 
den. Why should not the State 
undertake the experiment to start, 
for instance, a cotton textile mi l l or 
a steel factory in India to discover 
whether steel and cloth can be pro-

control led economy where al l the 
relevant aspects w i l l necessarily 
have to be taken into consideration, 
it is arguable that this experiment 
is unnecessary as well as redundant. 
Bu t , this being the fundamental 
problem of a pr ic ing policy in a 
controlled economy, that problem 
remains the most debatable econ
omic topic to which no agreed solu
tion has yet been discovered. On 
that depends the ultimate future of 
mixed economy, but State enter
prise is no solution to the problem. 
Mr . Gorwala would mi ld ly suggest 
that he does not think so and that 
his analysis does not directly refer 
to this aspect of the question but is 
confined to improving the apparatus 
on which State enterprises should 
be based, if they are to be under
taken. 

Weekly Notes 
J. R. D. on Steel 

TO turn f rom the weary tale of 
woes, grievances and grouses, 

usual in chairmen's speeches at 
company meetings, to Mr. J. R. D. 
Tata's speech at the Annual General 
Meeting of the Tata Iron and Steel 
Company, is a refreshing change. 
lt is also a refreshing change even 
f rom his earlier performances, since 
Mr. Tata allowed himself to take a 
wider view of things than has been 
his wont, and did not confine him
self to the affairs of his own C r m -
pany only. Even so broad, a long-
term issue as the problem of popu
lat ion receives mention, besides the 
more immediate problems of indus
t ry like replacement costs, incen
tives for labour and rationalisation 
of industry, w i th the co-operation 
of organised labour. 

There would be the usual shrug 
of shoulders: why should not Mr . 
Tata strike a hopeful note? He 
has litt le to complain about. But it 
has always been the tradit ion of 
the Houses of Tatas to keep the 
interest of the nation in the fore
front, and it was grati fying to hear 
f rom the Chairman of Tata Steels 
that the Company's plants worked 
to fu l l capacity during the year; 
that the earnest efforts of labour 
made it possible to do so; that 
under a regime of price control, 
large provisions to depreciation 
and reserves are incompatible wi th 
large dividends; that the dividend 
policy of the Company was guided 
by the general economic policy of 

Government and that the much 
delayed conversion scheme of defer
red shares has been referred to the 
Attorney-General for a proper 
solution. This is a record for 
which any Chairman could reason
ably he proud of. If more of his 
fellow-industrialists could claim half 
as much, the future of the private 
sector in the mixed economy which 
the Government want to bui ld up 
would be fu l ly assured. 

The Company can look ahead 
now. The recent revision of prices 
has taken a realistic view of its 
problems. The Company's costs 
were based on an estimated produc
tion of 7,80,000 tons of saleable 
steel, which was the capacity f ixed 
by the technical expert attached to 
the Tariff Board. The first four 
months' working, however, ind i 
cates that this year's production 
may reach 8 lakh tons, if labour 
extends its ful l co-operation as it 
d id last year. Further, in deter
mining costs, besides allowing the 
current level of costs of materials, 
stores and labour, provision has 
been made for the grade increments 
to labour, twenty per cent, extra 
cost for stores and a substantial 
sum has been set apart for contin
gencies. These liberal provisions 
and the anticipated increase in pro-
production should keep the costs 
well under control. Besides, in 
f ix ing the price, the thorny problem 
of replacement cost has been par t ly 
met by al lowing an extra deprecia
t ion of Rupees one crore a year. 
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The Company appreciates these ad
vantages and the Chairman assured 
that its replacement and expansion 
plans were well on the way. It is 
worth mentioning, in this connec
t ion, that in spite of the recent in
creases in retention prices, Indian 
steel is still cheaper than imported 
steel by Rs. 200 per ton. 

US Loans to Spain 

The US Impor t -Expor t Tank has 
announced a $6,000,000 credit to 
Spain to increase the production of 
fertilisers and steel. It was made in 
favour of " Altos Harnos de Viz-
caya " a private company, and 
Spain's largest producer of both 
steel and nitrogenous fertilisers. 
Heavy Impor t Programme for W. 

A 'total of $42,049,713 has now 
been made available for $62.5m. 
appropriated by the US Congress for 
credits to Spain. 

Crisis in Oils and Oilseeds 

SI N C E we reported last, a ver i 
table crisis has overtaken the 

oilseeds market a n d - prices were 
quoted below the pre-Korean 
levels. There were several fac
tors which conspired together 
to br ing about the steep fa l l . 
Among these may be mentioned the 
absence of export outlets; the closure 
of forward markets in some of the 
important trade centres fol lowing 
the drastic decline in prices and 
the consequent shift ing of hedge 
sales to the Bombay market ; and 
the removal of the ban on exports 
by the Saurashtra Government 

educed more cheaply? In a " cost 
plus" economic society for in a 


