
What Holds Bach the Private Sector 
T is rather late in the day, one 

would have thought, to begin 
propaganda for the Five-Year Plan, 
for which the Government made a 
supplementary demand, considering 
that more than half of these five 
years has passed though the Plan 
may not have gone half way 
through. But the way the Honble 
Ministers who are entrusted with 
the execution of the Plan have been 
going about, each holding forth on 
his version, raises the suspicion that 
it may not be so late alter all to 
explain what the Plan is about. 
Hut like charity, it has to begin at 
home. Those who are to carry out 
the Plan must hist understand it 
and then explain it to others who 
are to participate in and benefit 
from it. The Finance Minister in
sists on continuing monetary poli
cies directly opposed to those need
ed for its implementation. A n d if 
the Reserve Hank has failed to 
bring about the monetary climate 
which w i l l induce investment in 
the private sector, the Hon'ble M i 
nister lor Commerce and Industry 
alternately pats himself on the back 
that import control has been a 
cent per cent success and then 
blames industry or business lor its 
unwillingness to import. 

Now the Hon'ble Minister knows 
all about the forty-two industries 
for which the Planning Commis
sion set the target of production 
except that the success of the Plan 
depends as n in th on the realisation 
of these targets as on the volume 
of investment expected from this 
sector. Shri Krishnarnachari may 
not know how the Planning Report 
came to have a chapter on un
employment. This is not his spe
cial; concern. But he must have 
sensed by now that utilisation of 
idle capacity does not make for 
greater employment. 

New investment has not been 
forthcoming for several reasons, for 
the labour policy now being pur
sued, among others, but there are 
certain' impediments created by 
the Government policies for which 
the Honble Minister for Com
merce and Industry cannot disown 
responsibility. 

For the past 15 months he has 
been wrangling w i t h imports. As 
the Honble Minister sees i t , im
port control has two objectives: (1) 
to restrict imports wi th in the fo
reign exchange facilities available, 

and (2) to keep out imports which 
are being manufactured in this 
country, other things b e i n g 
equal ". As regards the first, his 
success has been much more than 
cent per cent. As regards the se
cond, it is not simply a question of 
disallowing imports of goods which 
are being manufactured here, but 
of pressure on the manufacturers 
to transfer their production to this 
country, where indigenous enter
prise is not already in the field, or 
of propping it when it has come 
up. Now, when foreign manufac
turers are invited to come over and 
set up production in this country, 
those engaged in producing the 
same things do not appreciate it 
and when indigenous enterprise is 
sought to be supported by shutting 

out imports of the same or similar 
goods, the prospective consumers 
do not appreciate it because 
" other th ings" are rarely the 
same. A l l these result in a lot of 
friction which could be ignored 
but for the deterrent effect it has 
on new investments in industry and 
on prospects of expansion. 

Expansion in the private sector 
has been held back by factors many 
of which originated from a wrong-
headed monetary policy but all of 
winch cannot be traced to the same 
source. Of the restrictions that 
have retarded investment, import 
policy has been of no mean im
portance, linked up as it has been 
with well-meaning attempts to fos
ter and speed up the growth of 
new industries in the country. 
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Manufactures of machinery and 
chemicals come under this category. 
The insistence that industries must 
use machineries and chemicals 
whenever they are manufactured in 
this country, without ensuring that 
the products are of the right stand
ard, has been a potent obstacle for 
the expansion of industries which 
use them. ' I t is not enough in such 
cases that the standard should 
satisfy the Supply Department or 
any other department of Govern-
mentj for those who risk capital may 
have other standards in mind and 
it is they who have the last word. 
While the intention is wholly good 
and the aim of fostering Indian 
industries in any sphere unexcep
tionable in itself, the pressures and 
restraints that are intended to se
cure this objective produce in many 
cases quite the opposite result. 

Equally deterrent in its effect has 
been the insistence of the Com
merce Minister that trade, as dis
tinct from manufacture, should 
remain in Indian hands when this 
is applied to the marketing of pro
ducts that are manufactured by 
foreign concerns. It is true that 
no Government directives have been 
issued yet. to ban the entry of fo
reign capital in the held of trade, 
but the Commerce Minister h im
self has made statements from time 
to time, reiterating the intentions 
of the Government and have cited 
instances of permission b e i n g 
reluctantly refused to foreign inte
rests to engage in trading opera
tions. Here again, the distinction 
is by no means as clear as it is 
made out to be not is the justifica
tion of a difference in policy self-
evident. 

Market ing of specialised products 
and of branded goods calls for 
skill, organisation and capital in
vestment of an order which is not 
readily forthcoming from t h e 
Indian sector. On the contrary, 
there is reason to believe that our 
deficiencies may be perhaps greater 
in marketing than in production, 
even where highly advanced tech
niques have to be used. For the 
latter, services of experts can be 
engaged and the requisite plant 
and machinery can be imported 
but for building up a widespread 
selling organisation and for run
ning it successfully, a rare combi
nation of factors is necessary, the 
supply of which cannot be taken 
for granted nor has it been com
ing forward readily. 

The success of the Imperial 
Chemicals or Lever Brothers in this 

field, to mention only the better 
known examples, gives much food 
for thought. Even more striking 
was the success of the German 
chemical firms, especially in the 
marketing of dyes, before the war. 
This combination of selling tech
niques, propaganda through de
monstration, publicity and other 
means for " creating' needs, estab
lishing markets and expanding 
them excites little interest or admi
ration from Indian business inte
rests. Indian industry may have 
production units to show which wi l l 
stand comparison with some of the 
best in the world but it has yet 
to show anything' comparable in 
modern merchandising and selling. 
The Commerce Minister's oft-re
peated warning that foreign inte
rests would not be encouraged in 
trade should be a fitting reminder 
that it is as traders that the East 
India Company first came to India. 

One hears it so often that in this 
country, we have only traders or 
financiers and few can be called 
genuine industrialists. The com
plaint is also frequent that Indian 
capital flows readily into trade and 
is slow to move into industry, and 
that the share of the national in
come that goes to trade is unduly 
large, being next only to that of 
agriculture. Quite the opposite may 
be true, Paradoxical though it 
may sound, it may be still easy to 
earn by trade and large fortunes 
may be amassed because the talent 
and enterprise that go into trade 
are still very inadequate, efficiency 
in trading is low and the capital 
employed far below requirements. 
The view that too much capital is 
employed in trade and too little in 
industry, though widely held, misses 
the point that in a poor country 
where the economy is poorly orga
nised, the demand for trade capi
tal is so much greater. Where the 
bulk of the consumers are poor, 
selling has to be in units which are 
microscopic. It is only the better 
off sections of the population who 
can buy their month's or even 
week's supplies. The rest, in so 
far as they make any cash pur
chase at all , buy only very small 
quantities at a time. The traders 
have to tarry the stocks for them 
and provide the consumption capi
tal. Similarly, assembly and pro
cessing of produce, collected from 
innumerable and very small pro
ducers need a proportionately larger 
volume of capital. And since capi
tal is scarce, it naturally flows into 
the uses where it is needed most. 
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is it any wonder, then, that trade 
should make such heavy demands 
on whatever capital is available in 
the country? 

This much for trading in pro
duce and the standard necessities 
of life where marketing makes no 
further calls on the traders' ic-
sources except l inking up of capital 
in stocks of goods. When it comes 
to marketing of specialised pro
ducts, in addition to the propor
tionately larger amount of capital 
that is locked up in view of the 
lower turnover of such goods, there 
are further rails on the resources 
of the trader such as skills and pro
paganda methods, that tan work 
to advantage only when they are 
planned on a long-term and on a 
very wide scale. The bazar tech
nique of selling is efficient enough 
and can be hardly rivalled for 
goods for which the turnover is 
quick. It can be expanded with 
advantage, through extension of 
credit, where local knowledge and 
long familiarity with buyers help 
assessment of risks. The English 
business houses realised it fairly 
early in their history and hence the 
long chain of middlemen, all In
dian, that the importing houses 
and shippers built up. 

These methods however do not 
weak in the marketing of specialised 
and branded products except for a 
few standard goods winch are 
in universal demand. Distribution 
agencies carefully planned and 
organised with a view to long-term 
returns alone wil l meet the need 
m such cases. They work to best 
advantage when selling is inte
grated with manufacturing. These 
are the lines on which modern in
dustry has developed. The link 
between the two is organic and 
cannot be snapped without injury 
to both. "This may lead to unfair 
practices and pegging of prices at 
a level that may be unduly high, 
but wherever economy is derived 
from excellence of organisation. 
there wi l l be such scope for abuse. 
The solution to such abuses does 
not lie in doing away with organisa
tion and therefore economy. Such 
a view is unduly prejudiced and 
ignores the necessary connection be
tween large-scale manufacture and 
selling. The one cannot go on 
without the other. Indian manu
facturers have not hesitated to take 
advantage of foreign selling orga
nisations wherever they have found 
one ready at hand, wi l l ing to 
take up their products. There are 
instances of manufacturers coming 
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to grief who under-estimated the 
value of such organisation and 
lightly broke off existing arrange
ments to set up selling on their 
own. 

It is difficult to believe that the 
Commerce Minister had applied 
his mind to all these intricacies of 
the problem when he told the 
Associated Chambers of Commerce 
at the last annual meeting: 

" While we welcome fresh foreign 
capital generally and encourage the 
existing concerns who are financed 
wi th foreign capital to continue 
their operations. Government do 
not propose to allow an unlimited 
held for foreign capital in the trad
ing section. Speaking for myself, 
I am lather alarmed at the in
creasing tendency on the part of 
existing concerns to build up intc-
giated organisations which do both 
the manufacturing and trading. 
There was a time when trading was 

hugely left in the hands of Indian 
interests and this new feature 
is naturally very disconcerting to 
them. In the trading Held, capital 
required is not so great, nor is 
technical ability of a high order 
needed. Government would natu
rally feel that under these circum
stances they ought to he left to in
digenous enterprise and initiative. 
. . . I think it is only proper for 
me in this forum to indicate that 
Government would like to see a 
contraction rather than an expan
sion of non- Indian concerns en
gaged in trading pure and simple." 

To repeat, these reflections do 
not yet mean that the Government 
has a definite policy that foreign 
interests w i l l not be allowed in the 
trading sector. No instructions to 
this effect have yet been issued to 
the licensing authorities nor has 
there been any official policy state
ment on the subject. The effects, 
however, have been negative but 
not unimportant. The Minister for 
Commerce and Industry has suc
ceeded in creating further inhibi
tions against the expansion of in
dustry in certain sectors. 

These are some of the impedi
ments that appear to hold up in
vestment in the private sector. The 
list is not exhaustive by any means. 
If the role of such investments for 
the success of the Plan is conceded 
—and there is no getting away from 
it—the case for an exhaustive study 
cannot be denied. Unless the i m 
pediments arc removed, they w i l l 
jeopardise the success of the Plan. 

Minimum Wages for Agricultural Operations in Bombay 
The Government of Bombay pro

poses to fix minimum wages under 
the M i n i m u m Wages Act for agri
cultural operations in Umbergaon 
and Dahanu Talukas and Mokhada 
Mahal of Thana District. The pro
posed minimum rates of wages per 
day are Re 1 for employment in 
ploughing, embanking, harrowing, 
sowing, manuring and irrigating 
and twelve annas for grass-cutting, 
transplanting, weeding, harvesting. 

threshing, winnowing and picking 
of cotton. 

The min imum rates of wages 
payable to a child would be fixed 
at eight annas per day. 

Objections or suggestions in res
pect of the proposed minimum rates 
of wages wi l l be received by the 
Secretary to the Government, Deve
lopment Department, Secretariat 
(Annexe), Bombay I, up to Octo
ber 28. 


