


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



" ."'1>10 O~ A".', t!lli~

_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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