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Bombay House Protests 

MO S T critics of the Five-Year Plan agree that its targets are 
modest and that there was no need for being unduly cautious 

in setting them so low. This is borne out by the subsequent expansion 
of the programme of expenditure, when the Plan had gone only half
way through. True, the object of this expansion was partly what may 
be called anti-cyclical in the sense that the situation in the base year 
was taken as the foundation and this foundation had to be maintained, 
if the planned additions to it were to be realised. The appearance 
of a recession, therefore, necessitated the expansion of the spending 
programme. That additions were considered feasible, however, also 
proved that there had remained scope lor expansion. 

No one has seriously protested either that in the programme of deve
lopment, the public sector pressed unduly on the private sector, that suffi
cient scope had not been left for the latter to function freely. This 
is subject to only one qualification, viz, that fear has been expressed, 
but no incontrovertible proof advanced to support i t , that too much 
of the available resources were being drawn away by the public, sector 
through taxation and borrowings, leaving too little to the private sector 
to expand upon. Tar from the public sector impinging upon the private, 
there is a large body of opinion though no unanimity that, development 
in the public, sector has been planned on too low a pitch, that it could 
have been greatly expanded wi th considerable benefits to the economy 
as a whole. 

Mixed economy is a delicate piece of mechanism. Its smooth 
working calls for careful adjustments and a good deal of co-ordination. 
Theorists are not wanting who are altogether sceptical about its work
ability. They believe in no such half-way house. On the contiary, 
they forecast confidently that once a government sets on the path of 
intervention, it goes down an inclined plane and sooner or later, it w i l l 
embroil itself more and more wi th the operation of the economy and 
end up in a completely planned economy. This is, however, an extreme 
position to take in these days of economic controls. Whatever the fair-
ness; or justification of this line of criticism, there is lit t le ground for 
any misunderstanding of the role of the public sector in the economic 
plan of this country. The main purpose of the public sector of India's 
Five-Year Plan is not to secure social justice or equity. Nationalisation 
has not been adopted as a means to that end. Indeed, the industrial 
policy statement which once gave rise to the suspicion that the Govern
ment was impelled by doctrinaire faith in nationalisation has turned 
out quite differently in its application. Resides development projects 
winch, by then- very nature, could only he executed by public authority 
State industrial undertakings have been confined to those which ire 
needed for the defence services or for supplementing private, enter prise 
where not only was the latter not forthcoming but for which there was 
no reasonable possibility of private enterprise being attracted. 

The function of the public sector being thus clearly defined is 
that of supplementing and strengthening the private sector in contrast 
to that of securing equity or social justice, industry may justly complain 
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if in the actual operation of econo
mic policies, the desired results are 
not realised. Industry has legiti
mate grievances. These do not arise 
from the over-expansion of the pub
lic sector but f rom the failure to 
evolve and administer economic 
policies which help rather than 
hinder the operations of industry. 
They arise from the lack of unifor
mity in the administration of labour 
policies and from fiscal measures 
that inhibit rather than encourage 
production but primarily from the 
unintelligent application of controls 
which may have been designed in 
the interest of helping industry but 
result in practice in friction, hamper 
enterprise and create a situation so 
unsatisfactory that enlightened lead
ers of industry are forced to get 
together to protest against what they 
have come to regard as attempts to 
hamstring private enterprise. 

There is a strong and unanswer
able case for introducing uniformity 
in the awards made by industrial 
courts and tribunals, for rationalis
ing labour legislation, and for creat
ing conditions in which enterprise 
can function more effectively. But 
spokesmen of industry weaken an 
otherwise strong and unexception
able case when they include, among 
burdens piled on industry by various 
legislative and administrative ads 
of the Union and State Govern
ments the additions to their labour 
costs. Since these ' burdens also 
arise from such legislative and ad
ministrative measures, the bare state
ment that has been issued to the 
press over the signatures of a galaxy 
ol magnates and industrial econo
mists ranging from Shri Purushotam-
das Thakurdas to Shri Y S Pandit 
may give hise to this suspicion which 
is probably unwarranted and which 
should therefore be removed. 

The points raised by Shri H o m i 
M o d y and the aggrieved group of 
industrialists have nothing to do w i t h 
the kind of macro-economic fore
casting that posits the emergence of 
a favourable climate for investment 
in the private sector. For the latter, 
Shri Chintaman Deshmukh has his 
bui l t - in economic stabilisers and 
accelerators. The Shroff Commit
tee has been going into the question 
of finance for industries. The Bom
bay Shareholders' Association has 
pressed that banks should be asked 
to take up shares in industrial con
cerns in order to help industry to 
obtain capital. The k ind of planned 
development that we are aiming at 
cannot ignore the market mechan
ism. On the contrary, it calls for 
certain institutional and organisa

tional changes, to supplement, no t 
supplant, tins mechanism. Indeed, 
on paper the total magnitudes look 
fairly hopeful and there is nothing 
seriously wrong wi th the macro-eco
nomic part of the thinking, provided 
the Government is able to act up to 
its intentions. 

It is only when one tries to break 
down the magnitudes and get to 
grips wi th the concrete processes 
that doubts arise. In the detailed 
policy making and administration 
when the principles outlined by the 
Planning Commission are left to be 
implemented by the different agen
cies of the Government, the broader 
objectives are lost sight of. Co-ordi
nation is not even attempted. The 
result is friction, obstruction and 
frustration all around. 

No economic policy can be divorc
ed from the social objectives of a fair 
deal to labour and consumers. It 
would be a tragedy, indeed, if even 
enlightened employers were to range 
themselves on the side of those who 
complain about the burdens imposed 
on them in providing labour w i th 
amenities. The US Department of 
Commerce, while drawing the atten
tion of American investors to condi
tions and outlook in India, makes 
bold to say, that " large companies 
usually find it both necessary and 
advantageous to follow a rather 
paternalistic policy towards em
ployees in view of the generally 
low standard of l i v i n g " a n d 
that, as for example, in housing 
lor labour, " such measures arc ade
quately compensated for by increas
ed productivity and reduced absen
teeism and labour turnover." If this 
is the considered opinion of observers 
who believe in free enterprise, it 
should not be beyond the compe
tence of present day social policy to 
substitute paternalism by something 
more acceptable to the workers and 
others. 

Already, despite frequent com
plaints, employers are veering round 
to industrial courts as the prefer
able means of solving labour dis
putes and trade union lawyers have 
established a vested interest in such 
courts. The Labour Minister goes 
about asking for voluntary negotia
tion w i t h labour but no one seems 
to listen to h im. Barring, therefore, 
his objection to costs which is a 
necessary part of a fair deal to 
labour, the following excerpt from 
the speech of Shri H o m i M o d y at 
the last annual meeting of the Em
ployers Federation of India w i l l be 
widely endorsed: 

'' If costs , k e e p continuously 
going up through levies of one 

sort or anotner, it even o r d i -
nary discipline is not allowed to be 
maintained in factories, if surplus 
labour cannot be retrenched expert 
at heavy cost and through protract
ed proceedings, and if installation, 
even where the necessity is establish
ed, of new or additional machinery 
is hampered for one reason or an
other, the situation becomes intoler
able and free enterprise becomes 
only free in name. I am not argu
ing against the concept of a control
led economy; we have a l l accepted 
i t ; but controls have to be reasonable 
and must pay sufficient regard to the 
problems and difficulties of the enter
prises which are sought to be regu
lated in the public interest." 

There is l i t t le room for dispute 
about the principle, it is the framing 
of policies in detail and their ad
ministration which have long been 
neglected. It is high time that they 
were faced squarely. 
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