Socialistic pattern, economic stagnation and after

Thankfully, India, like most other countries, has moved away from socialism and rigid government controls

SLRAO

NTIL the debacle of the China

l \ War in 1962, Jawaharlal Nehru

was the idol of the masses, poor

and well to do, old and especially the edu-

cated young. Opponents to his economic

ideas inside the party either died early

Sardar Patel), or went to other parties
Rajaji, Shyama Prasad Mukherjee).

Nehru’srespectforthe Sovietmodel
Of central planning and control, and
or the Labour Party’s welfare state in
he UK, were brought to India’s eco-
nomic policies.

The Industrial Policy Resolution of
April, 1948, classified industriesintofour
categories:

B Defence and strategic industries
‘manufacture of arms and ammunition,
oroduction and control of atomicenergy
and ownership and management of rail-
ways). These would be exclusive to the
central government.

B Basic and key industries such as

coal,ironandsteel,aircraftmanufacture,
ship building, etc, would have all new
units set-up by the state. The old units
were to continue to be run by the private
entrepreneurs for the next ten years
when the question of their nationalisa-
tion would be decided.

B Some industries were to remain in
private ownership but subject to overall
regulation and control by the govern-
ment. Such industries included automo-
biles and tractors, sugar, cement, cotton
and woollen textiles, etc. Remaining in-
dustries were to remain with the private
sector. Government would exercise only
anoverall general control on such.

m Foreign Capital was welcome pro-
vided it came without any strings or con-
ditions attached. Foreign capital will be
allowedinjointparticipation withIndian
capital, with majority in management
and control with Indian hands.

Cottage and small scale industries
would have a key role in economic devel-
opment. It sought to provide encourage-
menttotheseindustries.

The Industrial Policy, thus, laid down
the foundation of a mixed economy,
wherein the public sector (the state) and
the private sector were to co-exist and
work in their demarcated areas.

The resolution stated that a “mixed

economy’”’ was the goal and had controls
on the private sector. In 1954, the govern-
ment later ratified at Avadi a Congress
party resolution that the goal was to cre-
ate a “socialist pattern” of society in In-
dia. It openly defined its goal as central
planning and a government control over
theeconomy:

This brief history will make it clear
that Nehru was the force behind making
India a centrally planned and controlled
economy. Successive Congress govern-
mentsled by the Nehrufamily merely fol-

lowed these directions. Indira Gandhi
carried these ideas forward by national-
ising banks, insurance, textile mills, etc.
Buther party prevented her from nation-
alising trade and distribution. Rajiv
Gandhi tried to reduce the severe rigidi-
ties that had crept into policy and imple-
mentation, but did not change the domi-
nantroleof governmentinregulatingthe
economy, especially industry. India had
an annual economic growth rate of 3%,
famouslytitled by Prof RajKrishnaasthe
“Hindu” rate of growth. Eventhemodest

relaxations in policies brought by Rajiv
Gandhi led to a spurt in the annual
growthrate.

PV NarasimhaRaogovernmentmade
radical basicdeparturesfromNehruvian
policies. Eventhough Congressled, there
was no Nehru family control. A much
greater role was given to private enter-
priseandcontrolswererelaxed (industri-
al licensing, imports, technology trans-
fers, foreign capital, direct and indirect
taxes, price controls, etc). Growth rates
remained high. The NDA government
under AB Vajpayee, continued the same
policies and growth remained high. The
subsequent government for ten yearsled
by Sonia Gandhi and Manmohan Singh,
made little change in economic policies,
though it did so with innovative social
policies (particularly the employment
guarantee scheme).

Thankfully,Indialikemostother coun-
tries,hasmoved awayfromsocialismand
rigid government controls over industry
and investment by foreign and domestic
investors. The government is yet to state
that it is going to reverse “socialist” in-
dustrial policies. Like its predecessors it
hasdonelittletoformulate an integrated
agricultural policy thatlooks together at
land ownership and sales, land leasing,
bringing technology to the farmers, con-

trolling ground water use, recharging
rivers and ground water, efficient and
economical ground water pumping, re-
lating minimum support prices for agri-
cultural products to water use, to name
the important ones. Though this govern-
ment innovatively declared a major na-
tionalskillsdevelopmentprogramme, its
implementation and results are inade-
quate. Investment in industry and its
growth, have been weak. Cottage and
smallscalehavegotlittleattention. While
theimpendinggoodsandservicestaxwill
be a stimulant to industry and trade, the
problemof interstate permitsmustbere-
solved for benefits to flow. Natural re-
sourcesowned by the statemustbe better
usedanddishonestleasesandsalesasun-
derthepreviousgovernment, mustcease.
Administrative reform to improve ac-
countability and delivery is an urgent
need. Many steps have been taken to re-
duce corruption, except the most impor-
tantone of electionfunding.

This government, unlike earlier ones,
hasnoexcuse for not movingahead tore-
movethe many encumbrancesonouren-
trepreneurs, people and the economy.
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