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which i, ques'ionable ot !>n,. In India·, r«en, hi,tory th"'e ore.
I>owe~r .• numOO 01 'ptcif" Ia<tOts ""hich h..-e .CCC1ltuoted 'hi'
atti,ude. The ptroonal txptrience of the Indian .'W.ger with
"bu,incso" ha' bttn I.,gely ronf"'ed <0 .."all merchant.<....·ho
Ittqutn,ly eng.ge in '1uts,;On.ble prac'ices. and moneylendeu.
who .11 '00 often exerci", an onerou, rontrol o"e' 'he ,-in'ga.
~Io~.'et. during the petiod 01 'he Bri'i'h Empire much of ··big
bu,ines,·· ""., in ,he h.nds 01 'he Bri'ish or highly \\·...'e'ni'eol
Indi.",. Thu, the a",i·British .nd .n'i·bu.in.... ,,,,,I,ng of ,he
.truggle for indeper>de""" ol'en beo:ame one. Similarh', <erl.i n
romnlUni'its. 'uch a, 'he """i' .nd 'he M......ari •. 'en<led '0
domin.'e 'he In<lian bu'iness ><ene. Thi' made i' I""'iblt '0 gi.'e
"en' '0 a",i·bu,in... f""lingo in commun.l 'emlS. Fin.lIy. during
,he Second World W.r .nd 'he immedi.'e pos,"".r I"'rioJ ,her.
>eenlS '0 h,,'. b<o:en • grea' dear of blaekm.rk,ing .nd profi't<:,.
ing. "'hich h•• given IUtlher ammuni'ion '0 ,h. cri,ia of ,he
frt<: en,erpri.., sj''''''''. Whil. 'he impottance of all of 'hne lar·
tots can be o'·.remph.,i,..!. i' must be rtrogni'ed 'ha' they txi..
in ,he b.ekground .nd inftu.nce pubfic opinion. It i••ympto
matic of 'hi, prOblem ,ha' an org'ni,"'ion "'hieh "·a, lormed in
In<li. a few yea...go '0 presen' ,he free en'«prise poin, of "iew
to 'he In<lian public. ,he Forum of free En,erprise. h.. se' "
one of its major go.l, the .dher.nce of ,he Indi.n bu,in"",rnan
'0 a cartfully worked."", rode 01 e'hics.

GOVERN~IE!'\IT POLICY

The Indi.n Congt..... ","'en 'hough i' obtained ,ubs'antial
finandal .upport f,nm prominen' bu,ine.. gtoul". committed i,·
sell '0 «onom,c planning "'hen upon 'he urging and under 'he
ch.irman,h'p of Nehru it organi'ed a Na'ional PI.nn'n~ Com
mi.. ion in 19'8. In 1954. 'he Indi." P.r1iame," ofFici.lIy '«<1",,,,-,
• ",od.li" pattern of soc;e'y·· as 'he go.l of economic planning
in India. While i' is olttn mi,le.ding '0 quibble over 'he word·
i"g 0{ ,uch obj«'iv.... ,hi, phrase i' highly .igniflcan, in 'h.'
mOJ' Indian le.ders. in 'n effort '0 "nphasi,e • ""n-dogma,ic.
highly pragmatic approarh. corefully .void 'he use of 'he ,erm
loci"/i'm. Broadly ,peaking their no' ion i' ....en'i.lIy F.bi.n.
The "soci.lis, pa"ern of lIO(ie'Y-· i' lJa>ed On tbe Direc'ive "rin·



.QU.OI' ...,v..u ucroa 'N ~H'. ,,...,..,. UX>No.w,' i9

elpJn 01 the Con>tiIU'>on: M.M Stat-. mall ...-i.~ to p-_~
Wl'lfa~of the~ by >«u.i... and prot«lins,'" ~lIccti.·~y",

il auy. a ....ial ot"Ikt- in ..him jUlti«. oorial, ..........n ... and po
litiul. ""all inlOmt all~ iftO.i.u.>om 01 na.ionaIllft.."" .«nt.
oIIiei.aJ t2pbnalion 01 the _ire 01 the MoociaI.iM pall.,n of
_ilety" .. contained in~ Onft Ou.liow: of th~ Thi,d , ...., Phn
which ~_ in pa" a. lollow>:

The buiccri.erit>n in dnrrmini"loocial poli<....ntI1he l,na
ol-.omic ad."ntt loboultl w..- pri."~ profit 00 Ih~ inlC'
n .. of. few, bu. the I"""'! or I~ communi.y. a ..-hook. TIM:
t2","nll soci.l .nd tcOnOmic in..i,ulionI hne••""rtlooe. 10
he judg.-d in reblit>n to ,""il rol~ in n•• ional de"~IOJ>II'C1".

To lhe e>:'~nl ,hOi .hey do no, fulfill the social I"lfpooa in
,';C",. lhey h",'~ 10 he 1...",lormN or r~placnl. In .-«or"lru.'·
jng soci.l ond «onon,ic i""i.ul;"n•.• 1.'3" respon.ibili,y
rell. ",i,h 1M SIOle on hehoif <>f ,h. ~mi,~ ron,munily. The
SIOle ha. to pIon ill O"'n In'·..'m~nlJ .nd has 10 inllutnet
and regulate ,",,,nomic ,cli"ily ",ilhln lhe rri'"'' oec'Or 00 ••
10 in..... eoordin..td d~"~IoI>nlem 10.1 the av.ibbJ~ re·
oour«s: 'hrough 'M polic'" i, 1'......... i. hM to .. ltIl...." ,he
in,traU of .he wtak... _lion. 01 Ih~ communily and tn.ble
th"" .lpftdily a. poooibit .ocome up '0 th~ Ic>'d 01 ,hot .a<.
"_iall" p;>uem 01 "",,'y hal to he based ... incr...ocd p-Q
d"",.ion ....littd Ihroup the .... of ..-kTn Kim« and .eth.
nokJcJ and on C<luitabl~ distribu.ion 01 incanc anti wUlth.
The prollla<>o 01 produc.ion onnot he vicWl'tl in ioob,inn
fl"Ol'l widft ooci.al «Irt.i<\n1Itiono. for the n in whim
pooduc';'e ac'i,'i.y is orpniled itodl dtlami o an ..."'".
the ..bl;'~ diltributioot 01 int:ocan and the bcnriitl rodtinc
dilerml o«tiono of the .........ufti.}. Pr"V"_ ol in"tll-.l1
..ndtr publit: ............ip 00 ronlrol, whether that .da.e 10
«nnomie and oocial ",'er·bea<b 00 10 .he tIe>~~.01 ""i·
cui...", and indu...,. ale lherd"", of UU<iaJ "",ilia,,'ct nol
only for ~ir dir«. ~ll«u. btl. aloo in &-t"rntini"ll.he direc
.ion or fUlureeconomi< and ->.1 ad,·once.-

Thil. or course, i. no, dmying lhe bel ,100' ,here it co",idenbJe
differentt 01 opinion wi,hin the Congo-no a. 10 Ilow 10 in,,:rpre.
,hi, Objeclive and ,h~r~ h"e 1>«11 ,hil," in policy. 8r~ly ,puk.
ing ,her~ "'a." .hift;n ,,.. d'.-«'ion limiling ,h. ICllIIe of l'.-iv.,~

en,er",i.. Irorn 'h~ r''-"I InduJl ...·~1 pollry SI~lemoml ,,,uClI In
1918' 101M oecood I ..d...ui<ol 1'011'1 SMI<moml of 19506...hile
r,",~n,ly 1M co,emmen, -.n"o hne in'erpr~ttd 'he l ..d,,,,,i.1
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Pul,ey SMfw',"1I1 ",or. ti~.. llr with "'K"rtl to lI,e )11 i".'e >C<"lO'.

Thi, ""''''' to l>< It,,,, no,,,,'jlll,,",,<li,,;; ,he fact til" 'he Third
FI.-. \"•• , 1'1." lu, ,he for" ,ime >I",.k> 0/ ")""S'.» ",...,,,<1,
soci.li,"' ..··'

THE POSITrON OF TH[ PItI\'ATE SECTOR

In looKing a, the [",Ii.,,, ,",,,numy "n. m"" ,ecogni,.e th.,
the pr;,-"• .oe<lor plays • more 1mport.n, role ,h.n m.ny nu"ide
o~r""n .~m tn think. (fill. mi.in'o,!".'.""", of coo""', i,
I.rgely ,he ,nulo of ,II. oml,h.,;' <I.., J,~lian Je.<lers in their
,li",,,.,;,,,,, pla.e on ,he >oci.n" p,nem "I "",ie'Y.) Ther••1.
m.ny way, in whkh one e'n look .. thi, pi<,ur•. Al 'he p''''''"l
,jme (1%9 '0 J9f>O) .bou, 89.G per c.:<nl 01 to.. l n.,ion.1 pJOdu<t
;. l"o<lu«<I by ,he privott S«'<l', ,hi. perce"'"g. h.,-;ng 1,11.",
hom .bom92.6 p'" o<n, in 1948 '0 1949.- hen omi"ing the.g,i.
cuh",...1 """nr, ,he l"ol"'rtion 01 guull. pr<><.lucN in ,h~ 1";\'"'~

..,cw, i, .bout 811pe, re,,'.' Ano,her ....,y of looking ., ,hi, I,i,.
,u,e, which i, mo,e ,elev'ant '0 I", .... "·e"d•. i, ,he bet ,h...'e'l"
roughly h"l/ 'he nc ...' i"'..,.UTlCn\ (in 'he "11,;,d PI.n i' i, ..,he,l.
"Iell 10 be. lillie ov'er ~O PC' cen,);. "",knaken bj' ,he priv'a'e
..,,,,,.. .-\dmirw!ly. ,hi, emph.,i,.. ,he 1I...li". in ,he ,el4l;1I("
pooi,i"" of ,he p,i""'e sec,,,, ...·hkh can he cxpcr<cd in ,he IUlure.
eten if o"e .ckno....ledge< lully ,ha, ,h. p';"a1e "",10' hav con·
,i"e"tly eXfCetted it> gool•. R,,' ,hL'" r.gure. COn "ill he mi.leall.
ing.•ince 'he p"blic ""'0' i"'·...'mcn.. ore h... ily co"re"traled
in rert.i" lim;,.d "'8'""nl> ul ,h. econOlny: """I"'rt. cumm""i·
Calion'. multi purl""" ,i,.. ,lndopmen... ,he "eel inll .."ry. and
mili",,", p,ocurement. TlIi, mea", ,ha' in l..ge .n<! iml"'''',n,
pa'" of d'e ,",on"",)' 'he p,iv"e 'ect,.. ,em.i", dom in.n'

(.., u, look ,\ ."o,he, .re. of compa,i",,,. The,e are .uo.,.,,·
,i.1 J.!tub,ion, ovcr ,h. """"omy i" gene,.I; f"reign ."change
conrruh. r.. nrrol o"e, ne.... in"es,ments.•Ilor"ion of ,.. ... m:"e·
,ial" p,i« ,eg.. I..;on in. f..... bo,k inll ..... i.. , .nd '" fOllh. The
rel .. iv'. weight 01 'h.... '<gularion, i. imf'O',ible '0 mr.,,,re. One
he." ""ny ,on,plain" on ,hep'rt uf bu.in... men in Indi. ,hat
d,,,,,, wn"ul, no .dmi"j"ued '0 ,he ,lett;m.n, 01 ,h. priv·"•
..nor. Sud, • ch..ge i. hard '0 ,uo.,.n,;.,•. 10' i, invulve< >orne
dillirult problem> of ev.luatioo_ Fnr in'l:ln'e. 'he pHl>lir ...-'n"
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~t lea" ill ,h",ry. h.. linden.ken only ,'ery high priori,) pruj_
tt.., arnJ, ,herdOle. i, '<:'<:ei,',,", ,,"ha' "' ,;m"" may.....,'" like 1:._

wred Irea'mem. 0" 'he mhe, h~nd. 1II~"y man.ge'> of l>.. ~iic
.«<.or .n'''''p,i,.,. ""mpl.i" ,h., ,hey mn" '"'' only """pI) "i,,,
aU th. regulation, '0 which .11 of indu"ry i. mbj<:'<:'ed, b,,, 'h,,,
in .ddition '''''y rnu" comply .... i'h.1l ,he regul",ion. >ri.ing ou,
of .heir public """"01 .nll uh imu• ..,cou ",abili,y to I'arli.me",.

Rega"ling ,.•• ,ion I ""'m '0 m.ke only '''"0 ulnc",.';"n,.
•';"'. 'he common (ompl.i", of bu.inessme" i. ,h., ta.", "re 'on
high. Thi. compl.in' i. ,,"orld·,,'ide. :\l.ny • .,.,,,ion, .... II,.<Ie
e,-erY"..he.e .bou, ,h" <Ii,;n"n,i,-c cllcCl u( high, ('>1'«i.1I)· pm.
g.....'i'·•. income ...... II i, nue ,h., to .... h",e a di,incclI'i"e
e/f«, 10' ffiO>' l""'pl. a, ""mc 1.,d, bU1 "..e h,,'c lor 1<>0 li"le
e"idence on iu", how ,hi. ellec, operales '0 be lIogma,k..\1)'
second pnin,abou' ,.:<o,io" i. p."icularly role>3I11'o ,he I"di.n
,",ene. 11 is impo".n, ,h., ,...,ion, regardl o( ,he ,,,,,,,, 01
,.:<o,ion, be fairly and ..p"di,iQu.ly .d'nini" ",d a",I,hal d,efe
be no undue ,hange. in ,he I><'uem of .....inn. Wi,h ,he It'c.,
all'o"", of fi",.1 e.pc.imen"';"" in Indio ,luring ,ceen, ye .
• n,1 ,he cumbe.some bure.ucr.cy .dm;ni"eling 'he ,.. I .
,h..e condi,ion. are no, fulfolled. It i, ,hi. scrund "" 01,•• pmb
Ie".. ,,'h;ch "",m, 10 me '0 h.,'''' mo,e sc, iou. ,el",,,,n»io'I< on ,he
incemi,'", ,h.n ,I'e 1.,-",,/ ,,1 ......

One o,her ob.<;,,'a';on ;, in ",der het<. So",e o( 'he ab...,.e
"'''''''enU m.y "'e.'e ,he imp,....ion ,h", 'he public ",,,I ,he pri
">le ><:'<:'"r, p"bli<..>"oJ p.i,·a,e in,.'c.'men' in pani,ol ••. are i"
....",pc'i'ion One ,,-i,l> 'he OIher. While ,his may U<CO'. ;, nttd
no, be ,he noe. In (.c<, l>ublk im',""men' Ireqoemly h.. ",eatell
'he h'.me"",l "'hich in , ...rn (ocil,t>,c<-l .,ddition,oll"i'·.,e in,·o,.
menL Thi. w•• rccogni,c<1 c,'<n by • ,pnkom.n 1o. ,he p,'i">le
>«:'0', M. R. ,\I.san;' M.I'.. "'hen hc .. id t«..n,ly'

I ~m no, _,uJ!W",ing ,h... if ,here i•• mi.ed economv where
...... ell1"I"i"" .oppleme".. and «'tn[lle",e"" ,he dlon. 01
plio",c <n'e.pri"" '0 ,Ieli,'" ,he goo<f,. ,he,e ....ould be .ny
'I"...,ion 0. ch.llc"ge '0 ,he hee en,e'l',i", 01 ,he join, stock
'YOl..m. 'I'll;" i. ,he legi'im.,... p<»i,ion '" ..ke in " country
.uch •• our<. ,b., we nced S,.,e e'''etp,i.." pe.hap. ill <e"ain
[,e1d, 01 ende.""r. '0 .upplcmen, I"i'"'" <n,e'l'rioe. If !>o'h



""ork fr..,ly in h« comp'lilion On e<Ju.1 lerm. ""ithout di,.
CTimin.. ion, without bia', then no One ""ould be very much
ootloe",<I.'

It i. only fair to poinl out. ho""e~r. th .. M:wlni Ihen goes on
to say:

But ,t i' not the mi~ economl' tha, i. threatening f"'" em,,·
prise: it i. the Irend l(,watd. jettisoning the mixed e«JI}Omy
Increasingly ,n favor 01 ",hal mar be called monopoly SIa'e
Capitali'm ollhe Soviel'Ch inesc kind.'

SOME CONCEPTUAL ISSUES
E"en deo<ription i' biosed implidtly on underlying t~ in

th.t at le...t the taxonomy used i' the outgrowth of a theoretica)
.y"em. Thi. pap." i' no ex"'ption. The foregoing discu..ion u:leO.
a. tWically MCurs in 'tJ<h discussion'. con..,p" derived from
the .n.ly,i. of iOOu'''ial socielies. These conCepts may not be
the nlOlt welultool. for discw"ng the Indian rconomy.], 'here·
fore. 1\'3n t 10 raise some conceptual. theoreti"l iI you mU>l. ,,'UC,
"'hich often befuddle the privatr-se<tor.public'oe<tor comro.·...-oy.
Presumably we w.nt to we that ,ystem 01 soci.1 Org:oni"lion
""hich i' mOlt "efficient." Unfortun...ly. there i' no commonly
.greed-upon definition 01 efficiency ""hich i' .men.ble to e'.-e"
approxim.te mea.urement. I" Ihe first in".nce ""e need to dil£er·
rmia" betw..,n <:<anomic efficiency and other form. of effieienq:
e.g., one 'lP' of org:ani.ation may mnimi.. output or minimi,.
COS" bu' may ptoduce soci.l, political. or oth" COl... For Ouf
purpose> I ""am to <on~ne myself prImarily '0 c«>nomlc effi·
ciency. E,'en here. ho"'....'er. ""C h.a"e. at time>. a conl£iel be,..-..,,,
priv.te and 'M,al efficiency. i.e" dillerences in economic <0<" (or
benelits) to the indi.'idu.1 firm ."d to 'he " ..ion.,. whole. The
smoke problem 01 the individu.l firm i. the d ...ic illuStration
of thi' problem. For the indivldu.l firm <0>" arc minimilCd by
just letting the 'moke ....p'. ""herea, for Ihe community" a
whole COlU are generally minimired if lhe firm is re<Juired ."
inSl.ll equipment ""hieh will eliminate the sm"ke. These prot>.
lem' .re. "I '''urs<, highly .. levan, '0 the [ndi.n ""'ne. The im
pr..,i,ion "f the efficiency concept makes it impoosible 10 alabl ish
a deatoCut aiteri"n in reoolving the public·pri,-ate·lC<tor conn-o
,-ersy on puroly economic ground•.



In ,his O)fI""",'ic>n I "'Ult COCllAM'n' on a' leuc one <Miler dilli·
c\ll.,. Many o:ao.u ha bftn madf: to c....p"'c the "dkicncy"'
0( produclion either be cftl &tms in India and the W.,.. or dif·
Inftl, Iint>s within India. Somc ''CrT ocrious probIaao which a"""
here arc ofl(R ~1OOUd.. The pn>d...,ion costs dcpmd. espe
cially in a <Oun....,. L~ India. in p;tn on the noailabolily 0( aoe-
nal KOnOCIIia; lot c:umpk, doa the li"" ha,.. 10 prod...:c its 0WlI

electrici,y and prorido: itsown .....in'cnll.ncc ocn-Ka, .... ca" i, buy
ouch Ift>'ica from OIher lirJnt) "'an.how- COl.. of pn>dut1ion a",
obo-iously uc>l1y afltctft! by • ...:h CCltWdcr..,ioaI. Mon<')' COlts in
'Urn IrC snally allcctcd••hrough dcpret:ia,ion cha~ by ,hc
pricc Ic"cb ,..hich prcvailed ,..hen ,he plan. "'u co""roctt,d,
That ,wo obvious iJlull""ionl ",.k i, cleo, th., .implc corn·
pari",,,, of ,I>< COl' of produc,lon in money 'cnno or '" m.ny
man·bou," PC' final produc, Can be mideading. Similarily. profit<
Ire nO. a good mcature of effidency parcicullrly in I (ompariton
of • prin'e tector en,erpritc with • public teCto. enterpri...
Profiu depend no. only On "d6ciency· in produc.ion bu••100 on
"'dlkimcy" of ..lIin«: i.c.. a pricc polky. 11 .....y Wt:ll be. lor
instance. w, a public mocrprisc is -eflkicn," in _ ",lenn,
......e on ,he "",,-ol.produc,ion .id<, bu, tho, • a maner 0(

public policy ,he~ .'" JOld >t. "'y. CO" and thin DO profiu
are thowtt.. Any n,-boer 0( vari:tliont are posiblt and pro6u are
only relevan' in repn110 dliciency if the 'oUl adjllltlDlt'lt, to a
...... ltco m ..i....""C.tt is to ........... a ai,erion. In public CIl'a
pritn ,h" dearly ....,. not be ,Ite a ....

An amplilio.ion of ,he: .1>0>.. rricr.ntt t.hottld be madc ;n
,Ite probkm 0( capit.l·intmtoi'.. va-- bboo'.;"'....i hod.
0( prodtlnjon. It ... of COlD'W, not a loregone c:oncluoion, as ......
...;tcn ....... '0 imply. ,hit a (OlIn,')' lib India ...iil lind l.lJor.
int.n.i,.., ptoCCSICt cheaper ,han capital.;nl ....i,'" tllethoth. Thc
b."ic reuon ;. ,hit ...hil. bbor i••bundan' and ~;"C'I 10'"
w.p. i. m.ay not be ch••p per unit of oU'p..' beat .... of lb. low
ltv", of ,kill. which p.....ail •. It i. cl•••. ,h.. ,bi. ;s • perfect
illu..... ion of how .hc goal of et:onomic .ffici,...., (lOy lower
money cell" Ibrough .dv.nce<! machinery) may (onRi" wi,h
othet gnalo (c.g. "",..e cmplOYlllCnl oppor,unilia in ,h. vlt·
I~geo)." Wi,hou, en'cring in,o ,hi. contr"''ffly in .ny d... il I
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_nt '0 all ~"cn,ion '0 0fX >pUlal problem in I.... ia "'hid>. in
Illy oiew. hu ~e<J ,0 ,i'" _ pb.... in l,..Ji•• "rt>rl3 GlI",.I.
itltemi,·,. biao. II i. C1lr~IJ dillio&l, in Indi. '0 li.,. wookn
una ,hoy h.,,, >tt>m • proba'''''''''" pnio<l----.. rould .1_
...y .,..,\tn aetl"ir" '''''un. Thit in """""Ric ~_ h_ Iud d ..
ev....... mult WI. in • oenot. labor Ius bcwow .he Ii.cd Wlt•

..'llilc api••l it •• Icaot ..-." ,'u;ablc (_i... the ol-'. (linpi'.
,.1 i. frlO<I"cndy h....he,na,"'" IDCS ....l ,hnd....". on b<' >Okl
......." 'udiJy th.n I.bo. non bo: d;,.mmn!). Thi. it 'M ","me of
'M ,radition.l think;"1 in «<>rlOlnia.. \noll... ',....."iot .>Oint
,h," n-u tu bo: me,",""'"'! ke..., i. til.. ;"oor.. as firm. an ~,

imporl Ike",.,. '" bc.Iy impolled 'n."hi"c')'. tl,,,) ,,/)l.in ...d.
morhi'"'fJ ......,,-1<1 ...a,ltt:t pd<.... ",'hich ,10 nu' .elk", 'heir
"!ruc" ICIItC;'y ,".1"" in hili •• , Hi,'"n 'lie clli"""co 01 ,'uy tight
loreign (:ll.d,.ng" ro,,, •..,b. Thl. in (Urn 1"..1, '" " ",,,,e "i,lc
,p,ud u'" of Glpi,.I·j,ncn.i,'c me,lo,,,., til .., woulol he IIue if
hnn. hod '0 I"'Y ~ pri<e ,efI.,.-'inl\ 'h" ··..... rril)' ",I",," "f III"
"'''''hin<:<)' .

£STREI'R£....£URSHIP

The 1_ I"ner.ol IOpO< I Wllnl to ""I' oomtthinll a"""" it ~'n:.
preroeullhip in India. In d,,,if>l;"islli"ll bc'.ttn the public aIId
the 1""''"''''' .....0.- i' n ,radi.ional '0 ....u 'hit dille."""ia, ion on
the ...... qL the Iq;al _nmIlip; a fi.", •.,- o/ullU .." ............
..,. ptn.,,,,, j,.ji..id .....h it.. jo\en:d poi''''''' .....erl""_••·luk
a firm whooe >Ita"" a,,, owned ..,. • publico bot.Iy n <",";"Ien:d

I"'erl\meft. en'er",ioe. I .....n'.o lotIf!ll'Ut !>dow """" ,,,_ wb,
'hit may not be.he _ """,..I dn.inction. It h.u Ionc '-n _.
osni..,.) th., ,he whole <haDC.er of the mod"m ro.pon.ion (join.
"oct romp.ny in Indian """8") II"" <h.npI. Inu""oi"Sly ,he:
motl".n <orpo"".i(,ll it run by a p.ofWOonai n"fl""""'fl' .nd
no" uup' in ,he: <::lIe of "",'''''''' erioi>, by 'h" .,<Xkhvlde..."
Th" full irnpFia"io,," of ,hi. ourl'o,",..e beh..-Oo. are nOl ytt fully
",~Ie",ood. Related to 'hi' ch.ug<: i' ,h.. Ian ,II.. mlld, tco''''rnic
,lIiu~inl\ ab<.oul 'lie;" i'-a< Ie'" i"'l'lid,ll"-i" ,crm, "I M".-.!"I r.'
··'q""o<,".ti".. Ii.m:· ••d.Ii'dl' om.11. <,',"pc,i,i,- oW'\C"IUII
Hnll. It i. in ,hi, (on'<X' ,h., i' i. no' ,ut["i.iull fi,,,1 'h'"
rn".:h .I"' ..",on •• lk, abou' 'lor """"I~"""'" 01 Ihr .."'r<I......ocu·



OOU.'" ,.• ,,~'" ""."'"'" r", ,,,,,,,,,'.....,,,,,, .•.",

,i~1 lunctH>n. I" 'he l",li." runiC", 1 1",,1 it ",cI,,1 l('di>liJlj;,,"h
I"""""",, .. !c,,, ,l,ree .,pte.. oI,h~ lr.d'tion,l ~n".l'te,,"u,'i:ol

I" "c, ion, ,,' ,h"", "'1''''"'. enlrel"eneuri~ I I "noio"" i"",,, "iot"
"i'k <~pital. ,,,,I nw'"gernetlL To the eMe'" ,I"t ,hi, :",.dl.i., i,
""reel i' h" m"'iJ~,~b!c l>c>ring ,," 'he :dlq;«l ,ho",;;~ "I
<""eprene" in "",Ie,d~, d0l'..~l ...,,, "ori., ""d cb:,,,J:'-~ ,h. h '"
"I ,he I'ri.' ""'or.l'"bl,e·>«l<lr <ontro.'cr,).

Fir>, ...·e h..'e ,he emr,prene.,r,,1 I"".. 'io" in " s.. hll"'I"- L.... i~\l
"'Jl><, So"'eonc m"" nm'e;"e of 'he I.:"ibil") :",d ,b"',,hi1i,~

('" ,~rn" 01 prof". '>f p.."ibJ~' .. ther ,"",'i.11 ni,,·, i.) "I <I,,' ,.""".
1']"><: ~nd ,n""org~ni'e il. lIe """,I "." ci,h.'r h";,,,,·~ i1 11"",,11
or run 'he ."'''pr'''' "h~r it i; """bli,It.."I, ~hh""Sh Ihe ini".,l
<l"r.p",neu, "'ay. at I.....' i"i,i,oIl)'. ,10 .lIth""" ,hin!:" I'c'cnhe·
Ic><, a rela,;,'ely ,,,,.11 """,I><..,. of ~,,,rel'r~oe,,,.. ill ,hi, ",",c ",n
>cr,< ~, t:I\.I)~" i" rn~nI difl~r<"Iu ,liH:<liooh. Tilt' ~f'." ;,,11,,·
,,,ee ...·hi~h o,,~ "'''''. 'he b,t' Ilr. ~1. Vi,,'e"'."'I". h",1 i" 'rli,,~

a, a "a,all''' in 'he ,!c".lop",en' 01 i"d"",;,! .",erp' '''''. "~I""

,ioU)' in .\I\"",r<. i' a ~"",I ill"......,i"". I "'<11,1.1 "I", a,~ut ';'''.
'.. rega"I' 'hi. a,pcc, of 'he ~",rel're"~,,ri"l l,,,,,,~,,,, 1'''''''''
ini, i. ,i"e .e<:m, '0 hne .n ,d,.. noage ""er I'" bile e"'er!"i,".

&<:on<l. ",'e ba"e 'he hn"ndng I"nc"o", p.nin,b'ly 'he p",.
";,Iing 01 e'lu"y li"''''''''1I> ,t"" i,. ri.k e.pilOl, ]" I"di" ",hef.
~~, ingo "re i".d~l""l< '0 ,h~ ,,,,1 of 't'hic,'i"S 'he r:He of i",'... ·
m<nl nocolcd, 8O''<'rnm.", m.y 11a"~ grt..~r a,'ce," '" ro",,,,," 1h""
'he pri"'"e en'rcl'rc"c"r.•",1. ",hil. 'bi' is "he" 1",,,,n..,1 "I""'.
,h.r~ i. no inheren, fea",m "'h)" g,,\Crnme'" ,,,,,n,,, I"",i,\": d<l
<opital a, "'ell '" 01"" ')V~' of hn;mcing, 0" I>:Il"nre i' ""'I be
,h" in h"li~ g"'·.rulnt'''t may h~ ,'e "" e"ier ';me in r.;,ing ""'1'i·
'''I, p~r1i<"I.. 11' ""hell "e1)' I,rge '''''''''''' a,e " ..",1<:.1. J ," ,h"
in 'pi'. of 'he boom in new iss"e... ",.rle" i" ,he I"" """ 1'"'''''
'Or ",'. The d ilti"nh,,,, ,.,r -rISC.o (T"'. 10 on , ",1 S'eel C.<>.) ,,' Li i",
'he nc<"""y hm<l. lor i,. exp,,,,,i,,n l'r"!:r"", J"",, i"i,.n"
,..,n'ce, >I. uft,n d, ..,1 ",.n ill,,,,,a,ion, Thi' eun,!'le. ,,, i, w
..hen 'he ("!C, i' ~"ml'lir..e<l bI the ,ped,] ,i""""'>1''''"' of 'he
ill""]'.,;",,. If 'hcre h,<I h""n no l'ricc <,,,,uml on " ..",1 ,,,,,I if
lle"" >l~el pi'"'' had "'" l><;<,n rel.('n'.J ,,, Ih' p"blic ,,,,:t,,,., 1,'",,1,1
TiSeO h',,," bee" .bl. '0 roi'" 'he "e«»'l)' lunol' pri.'a,d)?

ThiClI. 'here ,om.,,,, ,h~ 1"'I<,i"" "f '" ,,,,,11)' r",,,,ing ,h,'



enlerp.-i>c "'er it i. e>labl"hed; l.t. ,he manage men' function or
enlTepTeueunltip. Hote >cry bo-ielly, I ",ould argue Ihal pri.'a,e 0"
public >ee,or enlerp.-i.., dearly i. nOllhe tde_anl di"inction. In
India, 'ypiC3lJy Ihe rnO$I effidenl enlerpti.... (mea>ured in """'"
i"lulli,-e ..,n..,) are beyond much 'luali"n bo,h prit'alcly owlled
corpora,io". "dth a ptofes.sional m.n.gement a"d ..,mc of .he
'lua>i.i,,<Iepcndcn' puhl;,; cnlerp<i$e> al.., wilh in<.1Cpentlenl pro
r...i"... l ",.n'gcmcn,. Thc I<':IS efficicn, cnlerp.-i,u generally OfC
Ihe Iamily-domin.te<l pri'.." or departmentally C'lamily" <l$ i,
"-erc) ron,rolled ?,ublic cnterpri$e>. Thu. Ihe di"inetion or pri.
VlII'e-'cr>u"publk cnte'prise b<-comco seeondary to ,he mOTe i'D
portanl Ilue'lioD 01 ,he 'ypc 01 man.gement i".ol.cd. unl<':lS it
<an be .ho,,'n (and [ do not beli""e it can in Ind,a) that o"e
'ype 01 leg.1 ownenltip It.. an .dnn'>ge O\-er the o,her in Ihe
",l"",ion of man.gen,ent penonne!. One Ia" commenl rega.n1ing
m.nagement in Indi. i, ulled lor. Thi, i••n obM:rn,ion whieb
applico equ.lIy to b",incoo, public '00 pri...e, and go\"(rnment
.nd education. The pc.-.orUlel at the <-ery top, be that in the
Mini,,')' ;n New Delhi Or the gener.l "",n'Kc. of a firm, gen
erally 'Te extremely high c.libre, bul ,he difficulty .ti.... from
,he fac, Iha, 'he echelon right below Ihe ,op i, ",,,.lIy le,ribly
,,'uk. There .re .e..on. 1m Ihi. that I ••nnm go into here. I
would ,ugg",,,. howe"er, th.t thi. i> perhaps Ihe grealat muc
tural ,,-e.kr\C>S in Ihe d"'dopn'cnt or the Indi.n economy and
li"le i. being done '0 remedy Ihi, .i'u.,'on although con.ide..ble
lip",rvk", i, bei"g gi.'w '" its import.nce."

I'OLley

A ""ndulling COmmen' on policy i. in order. The prr:>en,
Indian gIl>'ernment i,. 01 course, <leeply commit,ed to a highly
pragmat;,; .pproach under ,he .Iogo... of • soci.lI" p.uern of
socicly. Thi. emph"i. 0.. """n,iaUy a mixed eronomy "",m.
'ppropriate lor Indi.n condi,io", where on 'he one hand the
priva'e ICC,or i. pl.ying and will continue '0 have '0 play .n
important role, white on ,he other haml go_ern",e", ~I", hao
certa,n economic run<lion. 10 pcrlorm, ,\ pngm..k .ppro..h
of Ihi. son iJ alway•• difficult one to follow becau", on .pecific
i",,,,,, il does not gi_e dear guirle lintl tn a COUDe of action.



S"e>~,hel... i' i> u>dul ' ..r Indian policymU~ ,.. ioIlow ,he
rule of ha.'ing CO'·(!'Dnw:n. pttfoO'm ...m economic ac.;..i,~
"'hich n~ ptt"", ~d adequud, ftifo"nftf. by 'M
pri"".~_. Tbo:r~ it quct,ion ~bo..t the 'ac< W. Indian
polq ..... at ,i-. had ~.ic overlODCO in I....... of tho pub""
_tor. On """'Mlmi<~ (b di>t1npithtd fti""'po from p""
li'ial <'Ofll.idottuiono). th.io ohould be noidtd. sl....ibn,.. IIo>w.
e>'.... lpolamooll I.....~ p.-i....~ _. ,.. bc _ dlmi.·~. m.....

~.oi<l dogona.i.... in ,he "PP"';'~ dirKtion. It it only in 'hio y
"'a. 'M Indian economy un lAObilil<e ill J.a"'n< fftOIIKn, both
;" ,he public "",d in the !"'i"au: _tor. ",i.hou' ~rily 101.
1.....;"S tith..- ,he American .... Iht $o>-ie, ~modtI' of 11t~1op

mtn'. " •••i:.i1\ll any other ;mi••,i.t al'p'<la(;h. iF 'hil i. ,I",,,,.
Jinn 'he prntn' induo"ial b,'-IO: in [ndi•. lub>,~n<i.l 1''''8''ft'
i. r"",iWt.
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