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Private Enterprise—At Private Risk 

THE W o r l d Bank Mission has 
now accomplished its task in 

India—for the time being. The 
situation w i t h which it was faced 
was: A development corpora
t ion, sponsored by the state, to be 
promoted by special legislation, 
which, incidentally, was to be so 
widely drawn as to leave the in 
stitution completely uninhibited by 
the usual restrictions, was thought 
of as the obvious remedy. Since 
private enterprise would not take 
risks, a sponsored corporation was 
to take the risks, promote industries 
and later on sell them—as Canada 
and the Uni ted States have sold 
state enterprises in the recent past. 
In this situation, the Bank Mission 
had apparently t w o principal 
objectives. Firstly., to reiterate the 
Wor ld Bank's general line (the 
Gaine Mission's report on the pro
ject for a development corporation 
in Ceylon shows that India is not 
the only country in which the Rank 
wants to set up a private rather 
than a government or even a mixed 
institution) and to exert its inf lu
ence in favour of a purely private 
body. Secondly, to make sure that 
any such private body, if formed, 
would not be sectional but repre
sentative of a l l business interests. 
Both these objectives have now been 
achieved—and wi th in India, the 
details have now been left to the 
businessman's steering committee. 

Tha t the new institution w i l l 
have a part to play in India's deve
lopment need not for a moment be 
doubted. There is need for an in 
stitution which w i l l participate in 
equity shareholding in industry; 
which, alternatively, w i l l lend, i f 
need be at a low rate of interest; 
and which wi l l be uninhibited by 
principles, right or wrong, imposed 
by a bureaucratic and slow-moving 
government administration ( t h e 
delays in sanctioning loans by the 
Industrial Finance Corporation, 
the self-denying ordinance that 
those who have cases pending be
fore the Income-tax Investigation 
Commission cannot get these loans, 
and the condition of conformity to 
the order of priority imposed in 
the Plan arc all examples of current 
restrictions which only a private-
institution can hope to get over) 
If such an institution is not (aught 
up wi th in the mischief of the Bank
ing Companies Act, it can lend 

against the needs for working capi
tal in industry, without being con
stantly afraid that its assets would 
be frozen in industry, and, there
fore, the l iquidi ty of the institution 
would be destroyed—while inci
dentally the law as laid down by 
the Banking Companies Act would 
be broken. Whether the new in
stitution lends for fixed or for work
ing capital, it w i l l in any case be 
able to do so w i th a freedom which 
the Industrial Finance Corporation 
or the commercial banks do not 
now have—and it can make the 
terms of the assistance attractive, 
because its whole purpose is to 
do so. 

If the now institution has a part 
to play, it is also true at the same  
time that its sphere w i l l be more 
or less dearly demarcated. An in
dustrial company which is set up 
or is being expanded w i l l get assist
ance from the new corporation in 
one or two ways. Either it w i l l sell 
its shares, or i t w i l l sell debentures 
or borrow money , on the more 
usual terms. In both cases, the 
Industrial Finance Corporation wi l l 
not be a competitor w i t h the new 
Corporation, because in the first 
case, the Industrial Finance Corpo
ration cannot take up equity capital 
except in certain conditions and in 
the second case, the Industrial 
Finance Corporation will auto
matically be excluded because it 
cannot, in the case of industries 
which borrow from the new Cor
poration, claim a first mortgage any 
longer. There need not, therefore, 
he any overlap. There is room cer
tainly for two or more institutions 

-and with wise management, their 
managing directors need not be 
treading on one another's corns. 

There are bound to be difficul
ties nevertheless; and. perhaps 

neither the Wor ld Bank Mission nor 
the Government of India has been 
quite aware of these potential 
problems of the new institution. 
Some pertinent questions arise. Is 
it possible to have a private indus
trialist or industrialists to run the 
new institution without its becoming 
too much identified wi th one or 
mote groups? How long the new 
Corporation's money wi l l continue 
to be frozen in the new industries 
which are being set up, or can it 
be realised quickly, so as to facili
tate a greater turnover of lending? 
How independent can the new Cor
poration really be from the often 
deadening control of the Ministries 
of the Government of India, which 
are armed with the Industries 
(Development and Regulation) Act, 
capital issues control and the like? 
And how far wi l l the new institu
tion's ideas have to conform to those 
of the Planning Commission? These 
difficulities however, if they have 
been considered at al l , have not 
been magnified at the present stage. 
Every institution wi l l have to meet 
and overcome its own obstacles, and 
as people with robust optimism in 
the capacity of private enterprise 
to prove itself may look at these 
questions, there is not too much 
point in thinking only or too much 
of the difficulties. 

This, in any case, is the American 
view, as it is now being presented 
to the undeveloped countries in Asia 
seeking assistance from the World 
bank, or seeking advice from the 
United States regarding the use of 
counterpart funds, which result from 
foreign aid. Private enterprise in 
India has at last an opportunity of 
proving how- much enterprise it 
actually has and how much better 
than government it can be —and it 
is not a small problem which faces 
the steering committee, which in 
the circumstances, has been forced 
to lake up the challenge. For the 
first time in years, Indian enterprise 
is now being put to the test. 
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