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ROLE OF PRIVATE ENTERPRISE 

Some Unjustified Charges 

By THAKORELAL M. DESAI 

That for several yearil now, 
private enterprise has been the 
target of sustained but very 
larg~ly unjustified attacks by 
politicians and public men is 
an undisputed fact. While the 
Prime Minister has, on occa­
sions, tried to provide a correc­
tive, by a modest recognition of 
the worth and usefulness of the 
private sector in the economic 
deyeJopment of the country, not 
all the leading men in his 
Oovei·nment have been equally 
fair in their attitude towards 
this important sector of our 
country's economy. 
CONDEMNATION 

'l'he latest instance of such 
eondemnation is provided by 
~fr. T. T. Krishnamachari. then 
Union l\Iinister for Commerce 
ami Industry, at distant 
l\fadmai, when he addressed the 
~Iadnra-Ramnad Chamber of 
Commerce on August 5. Two of 
the serious allegations he made 
against private enterprise were 
that ( i) it had not contributed 
its full share to the national 
Pconomy by meeting produc­
tion targets; and ( ii) that it 
had not shown any initiative 
in lmilding np new industries. 
In support of these conten­
tions, Mr. Krislmamachari 
observed: "I have found no­
where any instance of private 

. enterprise coming forwud 
' voluntarily to start any major 
industries or to expand any 
industry so as to keep pace 
with the rising demand." If 
what he said were correct, his 
verdict that "private enrerprise 
has failed me" would certainly 
be unassailable. 
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But are the charges he levell­
ed against the performance of 
private enterprise supported by 
facts? It is indeed, surprising 
that so far not a single one 
from amongst the numerous 
organisations of commerce and 
industry or prominent indus­
trialists has come forward to 
challenge the sweeping charges 
levelled against their very 
raison d)etre. In the face of 
this unfortunate failure, it is 
all the more gratifying that at 
least the Chairman of the Tata 
Iron and Steel Company, Mr. 
J. R. D. Tata, has grasped the 
limited opportunity recently 
offered to him by the general 
meeting of the Company to 
reject in very general terms 
this grave indictment not only 
of a whole class of society, but 
of what amounts to the way 
of life of the nation. 
.. Repudiating the charge that 
private enterprise had failed 
to Mliver the goods or that it 
hncl shown no . initiative, 



1Ir. 'rata said that this appear· 
ed to him an unproved assertion 
because there was surely 
~o~nough evidence available that 
"private enterprise in India 
has not upto now had the free­
dom of action and the incentiYe 
it enjoys in the countries where 
it has proved so stdkingly 
sueces~ul.'' Any fair minded 
person would agree that in a 
mot·~~ favourable climate than 
that \Vhich has prevailed here 
for some years, accelerated 
progress and a far greater 
amount of Indian and foreign 
capital would have been forth­
coming. vVith regard to the 
other accusation that free 
enterprise in ~India had shown 
no initiative in reeent years 
also, he f~:>lt that it was partic­
nlarly hat·d to take. In fact. 
he eXJH'!:'R~t,rl surprise "at tlui 
amount of initiative it has 
actually displayed, notwith­
standing the discoUI'agement 
and dil:line••n tives to which it 
h a:;; ))ePn ~ ll hjPcted." 

It would, therefort>, he 
'Yorthwhile to examine what 
:H·eotmt Jll'iYate enterprise has 
iu poi11t of fact gin,n of itself 
oy way oi it~ performance in 
the rontPxt of the grave 
eh:u·ges llt:HlP hy the Minister. 
II~¥>e~·pJ·.. hefore attempting 
th1s, 1t tx n£>cessar·y to point 
out that I,Yen pt·iot· to the 
Fil'!':t Plan period, both during 
ancl af.tt>J' tlw wtw, pri,·ate 
Pnterpl'Ii'it' had conRtantly , 
ll(trin•n to make the beRt use · 
of litP m·ailable opportunities 
for dPn~loping new indn:;~tl'ies 
!n tlu· eolmiJ•y. in spite of 
Illlllii'H~P diflknltiel':. 

'l'hroug-houl· the period. the 
basic trPn<] of private entel'-
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prise, it must be conceded, wal:l 
to explore new lines of develop· 
ment as exemplified in industl'­
ies such as bicycles, grinding 
wheels, non-ferrous alloys, ship­
building, automobiles, machine 
and small tools, chemicals, 
belting, abrasives, ball-bearings 
and piston rings, to name only 
a few out of about thl'ee to 
fom· dozen. In fact, the pro­
gramme for industrial develop­
ment under the First Plan 
itself had stemmed from the 
schemes which private ent~r­
prise had already formulated. 
All that the Government did 
'vas to approve ~md accept 
some of these and to string 
them together. 

In selecting th~ last fom 
years on which to base his 
judgment, Mr. 'r. T. Krishna­
lnachari has missed the hasie 
significance of the contribution 
of private enterpriRe to the 
early beginnings of a planned 
economy. It could also be 
argued with some justice thHt 
the Plan itself acted as a brake 
on free and spontaneous iu­
dustrial development which 
wonld have taken place other­
wise. It needs no stre~sing 
that private enterprise can 
undertake only that which the 
planners indicate or allow. 
Because industrial activity was 
regulated by the Government, 
many schemes which were on 
the verge of fruition had 
naturally to be abandoned. 

There is no need. however 
for private enterprise to b~ 
apologetic even \vith regard to 
its achievement during the 
First Plan period. It does not 
also haTe to hark back to its 
success in the prt~-Plan period. 
M1'. Krishn::tm~rhal'i hal': the 



l'igltt to judge the IJPl'fOI'IJIUllCt-' 

of free enterprise in the imple­
mentation of the l<'irst Plan. 
But free enterprisP~ on its 
part, Ita:,; equally the right to 
expect that this judgment be 
impartial, objective and ba~ed 
on the evidence on record. 

A way from the toil and tur­
moil of the work-a-day world, 
the Planning Commission itself, 
which set a certain task to 
private enterprise, is, possibly 
the best judge to form an 
op'inion on the measure of its 
achievement. The Commission 
giveg a clean bill of health to 
the private sector in this 
respect. In its latest publi­
cation, "Programmes of Indus­
trial Development, 1955-61," 
the Commission states that 
investment on new projects 
and expansion programmes in 
the private sector had reached 
JOO per cent of the original 
target of about Rs. 233 crores, 
while that in the public sector 
fell short of the target by 
nearly 40 per cent, only Rs. 47 
erores baYing been invested 
against the expected outlay 
of Rs. 94 crores. The Commis­
sion also gives a long lili;t of 
industries, which runs to over 
a seore and a half, including 
textiles, sugar. vegetable oils, 
paper. caustic soda, bicycles 
and electric transformers, in 
which capacity targets were 
either fulfilled, nearly fnlftllf'd 
or over-fnlfilled. 

So too. the \Vorld Bank 
}Iission reporting on the econo­
mic programmes and policies 
in India has I'ecorded its con­
viction that private business 
in the country is "definitely 
expansion mindPd" and that 
''a sn hstantin l inel'f'::ti'E' in 

I 
investnwnt i~ currently taking 

.. 1 .• p ace: 
! In fact. a~ many a:o; two 

dozen p'roduct:o;, · including 
industrial boilers, t;ype,uiters, 
jute mill machiner·y, road 
rollers electric and water 

' . I meters, thermos flasks, Will( 

mills and newsprint came to 
be manufactured, along with 
the making of a large number 
of component:;; ~;>f ::;everal 
assembling industl'iPs in addi­
tion for the firl'lt timp in "ur 
country since 1951. the wry 
period· which the Industr·,\· 
Minister has chos~;>n for basing 
his unfavourable judgmpni. 
Can any one accgpt for a 
moment that all tltis could 
have been ::tchieved without 
the Pxercise of imagination. 
rt>~ourcoefulness, spirit of t>nter­
pr·ise and willingness to take 
ca kula ted risks, in thf' face of 
r·ttcunin~ loose talk of natioual­
isation, restrictions on returns 
to investors and stepping up 
the incidenee of taxation on 
those w~rv classes, "·hich con­
tribute ~tsk capital for thf' 
promotion of new influstries? 

:\Ir. Krishnamachari seems to 
believe that fret> enterpl'ise did 
all this because the Gowrnment 
wanted it to undertake many 
of these schemes. He complains 
that he fonnd nowhere an in­
stance of private Pnterprise 
coming forward voluntarily to 
start any major industry or to 
expand existing oues to keep 
pace with tht> rising dPmand, in 
spite of all this solid PeeoJ•(l of 
aehievementR. 

It is no i'leCJ'et that the schemP 
' for the expansion of the steel 

plant at .T am~hedpnr did not 
eonw as a J'P:-4n)t of offieial prorl-



ding. The fact is that repeated, 
requests made by the Tata Iron 
and Steel Company in the years 
after the war, both to the Tariff 
Commission and to Govern­
ment, for an increase in reten­
tion prices from which the Com­
pany could finance the expan­
sion of steel production were 
rejected. At last in 1953, the 
Tariff Commission accepted the 
Company's plea by recommend­
ing a two per cent increase in 
the return on the gross !Jlock, 
such increase to be taken to 
reserve for the specific pmpose 
of modemisation and expan­
sion. Government rejected 
this recommendation, thus pre­
venting an additional Hs. 50 
lakhs per year from being set 
m;ide and ultimately ploughed 
back into the indm;;trv. It was 
only in 1955 that G~vernment 
accepted the need to provide aR 
element in the steel price struc­
ture which would go to meet a 
part of the extra finance re­
quired for the IndustJ•y's ex­
paufiion plans. Government 
also turned down an offer ini­
tiated by free enterprise to 
establish a new iron and steel 
plant at Durgapnr. 

A running series of unfair 
nccnsations has set public 
opinion against free enterprise. 
It has, at the same time, gone 
a long way in inspiring a sense 
of impending doom amongst 
thoRe engaged in free enter­
prise. It is to their credit. 
howevt>r, that they have not lost 

With 1Jr8f romplimrn fg of : 
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heart; instead, they have right­
ly responded to such unfair 
attacks by orgamsmg the 
Forum of l!'ree Enterprise to 
educate public opinion on the 
fundamentals of free enter­
prise and the contribution 
which it had made and can 
still make in the year·s to come 
to national welfate, · 
REJOINDER 

It is for the Forum to pre­
pare and publish a detailed and 
documented rejoinder to the 
prevailing belief regarding free 
enterprise which has been 
repeated by many without 
taking the trouble to sift the 
eYidence before them. In the 
meantime. it is all to the good 
that :\Ir. J. R. D .. Tata, to quote 
from his recent TISCO Hpeeeh 
again, has given a dignified and 
~oleum assurance both to the 
Government and the public that 
"Indian industry need no com­
pulsion to induce it to colla­
borate with Government or to 
make its full contribution to the 
economic development of the 
country. It is prepared to take 
the necessary risks and to make 
the necessary sacrificeR, but it 
asks to be left in reasonable 
peace to do its allotted job." 
Whether free enterprise will get 

, this much needed respite, to 
enable it to give the best it can, 
is, however, problematic, in the 
present mood of the Govern­
mPnt. IR it not like tying up a 
man in knotR and blaming him 
for not spr·inting? 

THE FORUM OF FREE ENTERPRISE 
"8ohrab Hon~e", 235, Dr. Dadahhai Xaoroji Road, 

RO:\fnAY 1. 
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