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My dear Prime Minister, 

l have great pleasure in presenting herewith the last report, 
of the EConomic Administration Reforms Commission. It aims 
at providing an overview of economic administration, parti• 
cularly from the point of view of ensunng ~he successful im
plementation of the Seventh Plan. 

Upto a po>nt, it recapitulates the recommendations in our 
previous 37 reports. In addition, it deals with a number ·of 
new issues which will primarily need consideratiOn by tho 
Planning Commission, while most of the others will no doubt 
be considered at meetings ·of Secretaries which the Cabinet 
Secretary convenes for considering EARC Reports. 

However, we have also made a number of suggestionS 
about ways m which the powers and responsibilities of diffe
rellt Ministries could he reallocated to en.sure the timely fulfil
ment of plan targets. The time for considering such possibilities 
is now, because such changes can best be introduced imme• 
diately after the elections. Therefore, in paragraph 59 of onr 
Report, we have proposed the setting up of a Special Working 
Group to go into the matter, and I feel that both the Cabinet 
Secretary and the Principal Secretary to the Prime MUlister 
should· be involved in this exercise. 



(ii) 

May I, in conclusion, thank you for ~he confidence you 
reposed It! me when asking me to head this Commission. I have 
been heartened by the fact that in the meetings of Secretaries 
convened by the Cabmet Secretary to consider our Reports, to 
which I have been invited, ·the response of the admirustrators 
has been positive. And although the pace of implementation
the issue of Government orders where necessary-JJ.as 
been somewhltt slow, as you have. yourself observed on a 
number .of occasions, possibly ·because the Ministries have 
many other pressing pre-occupations, I am not without hope 
that all the timr and effort spent on these reports will not 
have been in vain. 

As usual, copies of the Report as well as a R.eport on tht> 
Commission's work are being sent to the Ministers dealing with 
the subjects covered py the Report as welt"as to Cabinet Sec• 
retary. 

Shdmati Indird Gandhi, 

Prime Minister of India, 

New Delhi .. 

Yours sincerely, 

Sd/-
(L. K. JHA). 



ECONOMIC ADMINISTRATION REFORMS 

COMMISSION 
EARC-ll/Report No. 8 

TOWARDS THE SUCCESSFUL IMPLEMENTATION OF 
THE SEVENTH PLAN : AN OVERVIEW OF 

ECONOMIC ADMINISTRATION 

I 
lntroductory.-During the last three years ~e Commission 

has submitted some 37 Reports covering a wide range of sub
jects such as tax administration, industrial approvals, root 
control, eC<onomy in public expenditure, the relatiOnship bet
ween Government ood public enterprises and so on. While th" 
Rf;ports covered a diversity of subjects, they were all concern
ed with what may be broadly described as· economic admirus
ration; and running through the numerous recommendations on 
a large number of · tonics were certain common conce~ns and 
poin Is of view. 

2.Scop'l! of present report-The present Report doe~ 
not deal with any specific area of economic administration. 
Instead, it seeks to outline the basic approach which we brought 
to bear in dealing with a wide range of matters in our earlier 
Reports, in a manner which would faciliate its application toi 
other areas. In addition, this Report: 

(a) indicates some steps which could be taken by the 
Planning Commission on the one band and the 
admimstrative Ministries on the other ia order that 
the implementation of Plan projects and program

mes can be speeded up; 
(b) suggests a review of the structure and machinery of 

regulation and control . with a view to shlfting 
the emphas1s from. regulation to development, mov
ing to the extent possible from direct physical con
trols to indirect controfs, and facibtating a greater 
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promptness and clarity of response to proposals,. 
applications and emerging developments; 

(c) proposes some. structnral reforms in the machinery 
of Government with a view to streamlimng the 
processes of decision-maldng in economic adminis
tration; 

(d) recommends some reduction In Governmental acti
vity and some changes in the style of functioning, 
with a View to reducing the burden on the admin
istration and minunising harassment to citizens and 
inconvenience and delays to trade ·and industry, 

thus promoting both economy ·and efficiency; and 

(e) emphasizes the importance of some re-thinking in 
the sphere of personnel policies as well as t}te orga
nization of Government, so as to ensure adequate 
and competent handling of important matters and 
to ·build up a better-trained dt'vil serVice with a 
greater degree of specialization and a more profes
sional outlook.-· 

3. Constraints Of time and space compel us to make a com
pressed presentation of these possibilities. But if the ideas put 
forward appeal to Govemment, more detailed blue-prints for 
their implementation can be entrusted to the Ministries con
cerned or to committees or working groups which could be set 
up for the purpose. 

4. Instrumentalities of nationaJJ planning-The objectives 
of national planning in this country are sought to be achieved 
through: . 

(a) direct public investment; 
(h) canalising the llow of private investment iri accord-

ance with plan priorities and targets through licens
ing and through the . assistance provided by term 
lending and underwriting by the financial institu
tions; 
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{c) governmental control over various economic acti
vities and over the agencies undertaking them; 
and 

{d) fiscal measures, including taxation as well as sub
sidies, and other incentives including assistance by 
nationalised agencies. 

5. Achievements and shortfalls in eariler plans.-Six plans 
have been put through. .The achievements cannot be belittled. 
For a country with such low per capita income, to have attain
ed the kind of increase in industrial and agricultural produl:· 
lion that we have, relying predominantly on our own resources 
and' despite the difficulties and threats posed by natural cala~ 
mities and external aggression, is something to be proud of 
At the same time, we must recognise that there have been 
shortfalls in the fulfilment of plan targets, both over-all, as 
reflected in 'the growth rat~:, as well as in certain key sectors 
of the economy. The view has been frequently expressed that 
the major failure has ·been on the administrative front and that 
the machinery for the implementation of plans has not been 
equal to the tasks assigned to it. While such an assertion is 
undoubtedly based on an over -simplification ot the issue, it is 
certainly necessany to think of steps which can be taken to 
improve the implementation of plans. In any such exercise, 
attention has .to be given not only to the framework of policies 
and procedures, which the administration pursues, but also 
·to the· question whether the formulation of plans themselves 
needs some re-orientation in order that the gap between pro
mise and performance can be narrowed down, if not elimi
nated. · 

6. Direct public investment, a main instrument of plan
ninjl.-Direct public inve>tment is one of the main instrumentS 
of planning in this country. It is not only' responsible for a 
large volume of production in the public sector itself but it 
illso plays a crucial role In the level of output in the private 
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Sector, becauso the development of infrastructure as well as tho 
supply of key inputs for industcy and agriculture, such as steel 
and fertilizers, are pro\tided by the public sector. In addition,. 
public investment goes into the field of education and health 
as well as project,;d and programmes for the uplift of the poor. 
The success of each plan, therefore, depends. very largely ·on 
the volume of resources available for public investment and 
the way !hey are allocated to different sectors of the eco-
nomy, both of~hich are mainJ!Y matters for the Planning Com
mission, and efficiency and. speed with which the resources 
are invested an the returns which they give, which are largely 
matters fot which the administration should assume responsi
bility. 

7. Pressure to enlarge size of Plan.-When a new plan
whether Five Year or Annual-is to be formulated, there iS
tremendous pressure on the Planning Comntission to enlarge 
its. size by stepping up the level pf public investment and . also
to allocate it to massive new projects which will catch the
public eye, Such pressures come from Central Ministries and 
State Governments as well as from the Press and the public 
generally. In consequence, each such plan starts with an over
estimation of resource availability on existing basis and also· 
adopts . an ambitious target of additional resource mobilisation, 
in which reliance is placed on improved yield from ·public 
sector entreprises, higher taxation by the Centre, promises 
made by the State Governments to find more resources by
economies or otherwise as well as larger borrowings and small 
savings collections. More often than not, these expectations 
remain unfulfilled and the sbortall in resources has to be met· 
by increased deficit at the Centre and overdrafts by the States. 

8. Development of resource constraints leading to forget 
Shortfalls-side by side, iJJ an attempt to squeeze the maxlmUJQ 
number of projects nnd prowoammes info the Plan, there is a 
fendency · to 'ooden>slimate tbelr (IOBfs. A furtJJer escaialioa 
of eosts, to levels bil\l1er than those prevaillng at the time or· 
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_plan formulation, ~akes place· at the implementation s'ta$e be
_cause of inflation, _slowness of execution, put'Chase o'f. equip
_-ment· against tied credits and other factors. Thus, the demand 
for resources to fulfil plan targets far exceeds the original 'eSti· 
.mates. On the other hand, as already noted, the supply of re
sources tends to be much lower than the estimates, pariTY 
because additional resource mobilisation fallS. short of promises 
anol the availability of resources on existing basis turns out to 
be less than estimated and partly because unforeseen factors, 
such as external threats or natural calaruities, make additional. 
demands on resources. In the event, in almost every plan, 
resource tightness emerges as a major constraint. Often, half 
way through the rlan, a resource crunch· leads to a variety · ?f 
ad-hoc adjustments. The implemenation of many projects 1ll 

progress has to be slowed down, while others h~ve to oe defer
red and left for execution in the next plan. In the cfrcum
stances, shortfalls in the fulfilment· of plan targets of produc
tion and growth become inevitable, even if in financial termS, 
most of the investment targets get fulfilled by more taxation, 
unwise economies in maintenance and other essential expenses 
·and by enlarging the volume of deficit financing to unsafe 
limits. 

9. P~ilJiUtiP~ of ovezcOming resource ~ecld.-What 
can be done to correct this trend so that we can, like the Sovjet 
Union, "over-fulfil" some of our targets instead of repeatedly 
falling short of them, is a question which p.eeds consideration. 
We cannot lower our sights and cut back our growth targets 
for the Seventh Plan. There can be no slowing down of the 
pace of progress. But the key decision, which has already 
been taken in principle, to concentrate on employment, food 
and productivity in the Seventh Plan, throws open the possi
bility of achieving a good rate of growth with a relatively lower. 
demand on resources. With the accent on employment gene
ration, there should be fewer capital intensive projects. Food 
production can be stepped up by greater reliance on minor 
irrigation projects and construction of canals in the command 
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ru:eas of major projects already completed. And if the : prd
jductivity drive is pursued vigorously, much greater production 
.can come out of investments al.ready· made, by fuller utilisa
.tiOI) of installed capacity, eliminating infrastructut1al deficieil.
.cies and improvements in technology, with only small invest
ments in additional equipment. 

10. In presentation of Seveorth Plan, emphasis should! shift 
, from finl!!Dcial to physical. targets.-Against this background, it 
would be desirable and prudent to make conservative, rather 
than optimistic, assumptions about resource availability and 
mobilization.. At the same time, the costs of projects should 
be estimated realistically, leaving a cushion for increases which 
.. inev,itab!y take place. Since, however, the press and the public 
have got used to reacting to each plan by looking at the steP.:up 
in investment in each sector, it mig)lt ·be worth considering whe
ther the presentation of the Seventh Plan itself should be diffe
.rent in which the physical targets are ·played up much more 
than financial ones .. 

11. Raising productivity of capitaL-Greater reliance on 
raising the ·productivity of capital tluin on ·using more Capital 
to sustain an acceptable growth rate would necessitate: 

(a) efforts to get higher output through fuller utilisa
tion of installed capacity by providing the .fin~cial 
resources as well as the other iriputs-mariagerial 

(b) 

(c) 

(d) 

and administrative'--t0 fulfil. thu; goal; 

a measure of restraint on setting up new projects as 
.distinct from the expansion of existing projects. in 
the sectors where additional capacity is needed; 

prclerance being shown for· labour-intensive pro
ject~ as against capital-intensive ones, which will' be 
in keeping with the importance of promoting grea
ter employment; 

in import substitution greater attention being given 
to stepping up production of agricultural products 
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which we import on a massive scale, such as vege.. 
table oils. and less importance being attached t() 
making pllblic investments in capital intellllive 
industries; 

(e) mmumsmg public sector investment in industries 
which have no strategic importance and for which 
private investment would be <readily forthcoming, 
e.g., hotels; and 

(f) priority to completion of on-going projects and 
schemes (unless these are to be discontinued or 
deferred for valid economic reasons) over new 
projects and schemes in the same field, so ·that the 
anticipated benefits start accruing early; there should 
also be a conscious attempt to avoid the resources 
being spread out thinly. 

1 2. Neglect of mainfenance.--One reason why many public 
sector installations into which heavy investments have been 
made in the past, have such low productivity is that their main
tenance is s0 poor. To no small extent, this is due to the inade
quacy, of resources. It is generally assumed that maintenance be
ing an item of working expense shonld be financed out of the 
current recepits of the enterprises. Often, the receipts are inade
quate and poor maintenance itself leads to a further decline in 
receipts so that a vicious circle gets established. When worn-out 
equipment has to be replaced, the provision made for deprecia· 
lion is rare! yadequate to meet the 'cost of the new equipment to 
be installed. Some times the resources which the enterprise gene
rates gets used up for investment. Since, for conceptual reasons, 
provision for maintenance is not made in the Plan and, non
Plan resources are pitifnlly low and can be sharply eroded by 
such thing,; as an increase in dearness allowance, ways must be 
found, even if it means cutting across the customary line of 
demarcation between Plan and non-Plan, to ensure that old pro
jects do not languish on account of poOT maintenance even while 
funds ate available for setting up new ones. This is not only 
true of industrial projects but also of roads, schools, hospitals 
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aDd other . facilities created out of public funds. Thinking on 
these lines is there in the Approach Paper; it needs to be pursued 
with vigour. 

13. Provisions for projects to be liberal to avoi<l later eost 
Over-runs.-Plan calculations are often upset by the actual cost 
of projects )>eing much higher than those assumed at the time of 
p1an formulation. It would be prudent to provide liberally for 
project cost to take care of variouS contingencies. This may 
mean !hat &Omewhat fewer projects can be accommodated in !he 
plan but on the whole it would make much better showing at 
the end of !he plan, if 8ll the projects ini:luded In it. are complet
ed on schedule and do not get slowed down or axed on account 
of inadequacy of resources, 

JA. Delay in impl<omep.iation results in loss-Of Course, 
every attempt must be made to keep project costs down. An 
implortant point to remember in this context is that slowness in 
implementation itself adds to the cost of projects both on account 
of inflationary rise in the price of equipment as well as of interest 
charges during the phase of conslruction which have to be capi
talised. The time-consuming scrutiny of public sector invest
ment pro~r,ls even when it nominally brings out some econo
mies, in aotBal fact, adds to the cost of the projects. Further, 
.. 61 'ly in the execution of a project means 'loss of production and 
~..sequential increase in the ou!lay of foreign exchange on 
mtports, and has also other adverse effects. The ec<>nomic Joss 
on account of slow implementation of projects is over and above 
the financial loss that it may result in.' These matters have been 
dealt with in our report on 'Government and Public Entexprises: 
Governmental Oearances and Approvals' (EARC JVReport 
No. 6). Procedures for the Clearance of investment proposals 
must be streamlined to make them speedy. 

1 S, Need for grenter autonomy to public sector enterprisetJ.~ 
We have i11, our earlier reports emphasized the need for greater 
dU!onomy for public sector enterprises, to speed up the execu
tion of projects and the attainment of the objectives for which 
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they are set up. It goes without saying that autonomy will only· 
pay off if the competence of the management is ensured. Fur
ther, autonomy does not mean lack of accountability, but that 
the accountabili~y is in terms of fulfilment of targets and not in 
terms of compliance with rules, guidelines or directives. It was 
with a view to enable public sector enterprises to be run on 
business lines e_njoying .a great deal of freedom-as emphasised 
in the Industrial Policy Resolution of 1956--that such enter
prise; began to be gLVen a corporate form rather than being 
run Jepartmentally, like the Railways, Post and Telegraphs and 
Ordnance factories. In all countries where there is a vigorous 
public sector, the trend is to give i! more autonomy.· This is 
as true of market economy, capitalist countries like the United 
Kingdom, France and Italy as of centrally-planned socialist 
economies like the USSR and Yugoslavia. It is interesting in 
this context to take note of an important policy statement of 
the late Mr. Andrdp(Jv: "We attach great ~ignificance to con
ducting in several Ministries an economic experiment to widen 

·the lights of enterprises and increase their responsibility for .the 
,result of their work." Our ·repeated plea for greater auto
nomy to· the public sector does not mean that the Ministries. COTh
cemed should take no interest in improving its performance, but 
that the best way to do so is not for the Ministries to try to run 
the enterprises, compelling them to seek the Ministry's approval 
to all the things, big and small, which they do, but to koopl an 
eye on their progress and performance. This would mean em
phasis on evaluation and appraisal as against interference in day
to-day working. For this purpose, there should ·be performance 
budgeting and appropriate re'p'orting systems should be estab
lished, so that the inadequacy of progress in any sector is imme
diatdy spotted and timely corrective action is taken. It would 
then be much easier, for the Ministries as well as for Parliament, 
to keep a watch on progress and ensure the timely completion of 
·projects and programmes. 

16. Advance action on projects which will be included in the 
next Plan.-One more practical step which can be taken tCJ 
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improve public sector performance and the timely completion 
of projects in tbe Seventh Plan would be for the Planning 
Commission to try to identify, straightaway, a number of key 
projects which anyhow are going to be included iD the Seveuth 
Pl.an, regardless of its total size and content, and to authorise 
preparatory action on them to be taken Immediately. The actual 
ouJay on them in the current financial year would be marginal, 
but if six months in the completion of the projects can be saved 
by getting projects re'pbrts prepared and even tenders called In 
the last months of the Sixth Plan, they would make a ~remendous 
contribution to the success of the Seventh Plan. In making 
the identification of such p(ojects, special priority should be 
given tc thoo;e which have forward linkages and will help higher 
production in other sectors of the economy, such as power plants 
and fertilizer plants. We would gO further and ~est that in 
future when the mid-term appraisal of a Plan is made, simulta
neously a range of projects lp'ertaining to the next Plan should be 
cleared for advance action. By doing so, action to !remedy 

shortages or other deficiencies in any plan can be initiated with
out waiting for the commencement of the next plan. Private 
sector indu~tnes are continuously engaged in planning' . their 
future investment. Similar continuity of investment. planning 
1i necessary for the public sector. The me~e fact that we have 
Annual Budgets and Five Year Plans should not come in the 
way of. anticipating future needs and taking timely action to 
meet them. 

17. Departmental projeels Deed speedy authori"sations.
In projects implemented departmenta\\y, much quicker execu
tion would be possible if. in anticipation of formal budgetary 
:sanctions which become available at the beginning of each 
financial year, some advance preparatory action is taken. Under 
the procedures coming on from the past, anything between 3-
6 months elapse after the budget is p~ before the process of 
actual expenditure ~arts r.~nd work on the ground gets started. 
This is bfcause of aelays in issuing aip'propriate authorisations . 
to the eltlfCUtives concerned. In respect of revenues, the new 
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rates of tax become operative without any delay, because aJ)
propriate . procedures have been laid down for the purpose. 
Something similar · needs to be done on the expenditure side. 
Since, in the the event, all the outlays proposed in the. budget 
do receive parliameqtary af>Proval, there is no reason why from 
the moment the Finance Ministry has accepted a project or a 
programme for inclusion in the budget, the department concer
ned should not take steps to clear the deck for action, so that 
as soon as rthe grants have been voted implementation may 
proceed. In particular, we recommend that the following steps 
should be taken as soon as a project or a programme has been 
acce!p'ted by the Finance Mirustry for inclusion in the next fin
ancial year's budget: 

(a) To the extent that a release of foreign exchange will 
be needed for the proposal to be implemented, the 
willingness of the Finance Ministry to provide the 
rupee ·resources should be followed by readiness to 
consider the. allocation of the requisite forcign ex
change. 

(b) If any indenting on DGS&D is needed for the imple
mentation of the same, the process should be initia
ted without waiting for the budget to be passed 
because between an indent being placed 311d the 
time when payments have to be made (which is 
what needs budgetary sanction), there is a delay of 
many months. 

(c) Stmtlarly in regard. to works to be executed by 
CPWD, procedures should be devised to. e_nsure 
that actual construction starts with the mmunullll 
delay, once the funds ·for it have been voted. 

1 S. We believe that imparting speed to execution will be 
of great help in ensuring the timely fulfilment. of the Govern
ment's own responsibility . for the implementation of·the Plan. 

19. Weaknesses in the regulatory mechanism for guiding pri• 
vate investment.-We tum next to the second instrumentality 
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of planning, viz., guiding private investment to now into certain 
channels in accordance with plan ·targets and priorities through 
industrlal liceusing aDd other related measures. Such coatrol 
was considered to be necessary in view of the shortage of capital 
in the economy as a whole and the consideration that whether 
investments are made by private parties or . the State, they have 
to be· harnessed to fulfill the national objectives embodied in 
the· Plan. . Over ·the years, the process of industrial licensing 
has become increasingly cumbrous and time-consuming. Often,. 
suggestions have been made for procedural. changes by various 
cOmmittees. We too have made our recommendations on the. 
5Ubjed: in our report on Industrial Approvals: Oearance under 
the I(DR) Act (EARC Report No. 8). .The time has come 
to take a second look at the apparatus from a policy rather than 
a procedural ang!e. A candid re-appraisal of actual performance 
or the regulatory mechanism brings ~ light a number of weak
nesses-

(a) The process of clearance to private investment pro
posals has become so time-consuming that between 

the . time the first -application for an industrial 
licence is made and the tying up of the necessary 
arrangements with the financial institutions for the 

construction to be taken in hand, it may take up 
any.thing from 3 to 4 years, and if allo~ance is 
made for the time needed for the erection of the 
plant and machinery and other ancillary measures 
before ' production actually gets started, it would 
seem that the odds against any major project in
cluded in a particular plan being completed and 
starting production witiUn its five-year span are 
very heavy indeed. 

(b) Although the intention of the Industries (Develop
ment ~ Regulation) Act was to canalise scarce 
resoun:es to flow in 'aCCOrdance with plan priorities 
over the yeam it bas developed an ethos of its own 
and beooine an insqument for fulfiling a mullitudo 
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of objectives, some in confiict with others, which 
.are the concern of different departments which look 
at investment proposals from their own sectoral 
point of view. Their objections often over-ride 
the objectives of the Act and shift its emphasiS 
from development to Tegulation and from regulation 
to control. · 

(c) To begin with, in conditions of a tremendous shor
tage of domestic savings, foreign exchange, rail 
transport and other basic needs of industries, grant 
of a licence under the Industries· Act served as a 
green signal for all the other requisite authorisations 
to be given to the project, thUs providing a single 
window clearance. The subsequent trend, for a 
variety of reasons, has been for industrial licensing 
to. be only one of the many clearances which are 

needed and for which the entrepreneurs have to go 
.from Ministry to Ministry and then to the financial 
institutions in order to make a real start with their 
production. Among the many independent clearan
ces needed for a new industrial project to be set 
up or an existing one to be expanded, a crucial one 
in the case of applicants coinipg within its purview 
is clearance under the MR TP Act. rnten after 
all the other approvals have been given, the powers 
under MRTP Act have delayed the start of the 'fjro
ject by a considerable period of time and at times 
invoked to turn it down. 

20. With the multitude of controls and clearances, there 
has been a. slowing down of the pace of investment in industrieS· 
At the same time, resources have been diverted to non-industrial 
activities of a lower priority which do not come within the pur
view of the Industries Act. Further, the attempt to limit 
through licensing the creation of capacity in excess of estimates 
of demand, in industries which ·are obviously of high importance, 
has resulted in shortages, restricted competition and created an 
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unbealthy seners• market for most products, compelling CODBU

meis to pay high prices and !p'ut up with poor quality. Effort& 
to keep prices down by imposing prico controls have, on the 
one hand, led to extensive black-marketing and on the other 

• > 
discouraged fresh investment and the creation of DeW c:apacity 
'MUch would relieve the shortage and bring prices down • 

. :Zl. Some Changes aJread:y made in economic policy tq 
a:emove weu-.- In recent years, Government have made a 
number of signific:ant changes in economic policy and adminis
tration to remove some of the weaknesses referred to above. 
When the Prime Minister declared the year 1982 to be the 'Y eatr 
bf Productivity', the limitation imposed on industries not to 
produce more than their licensed capacity was relaxed though 
ilihe relaxation has not been extended acrass the board and many 
important industries are even now not permitted to produce 
more than their licensed capacity. The abolition of the rigid 
price COIIIrol over cement has paid a good dividend; availability 
has improved immensely and open market prices have sobeted 
down. 

22. Further, and fulldamental, Cbanes necess&Jy-We 
have in our report on Industrial Approvals : (EARC 
Repon No. 8) made a number of recommendations regarding 
indUstrial licensing. In the context of -the Seventh Five-Year 
IPI8n, we would like to propose certain fundamental changes to 
ensure more rapid industrial growth. The mte of industrial 
growth in recent plans has tended to be lower than it used to 
be in the earlier plans. If we look a little deeper, we find that 
while the smaller industrial units; have been growing much faster 
than in the past, the slowing down of growth bas affected the 
bigger industrial units on whom, in addition to the public sector, 
the economy depends for key materials, h'ke cement, fertilizers, 
aluminium, lplaper and cap\taJ goods in general. It would not 
perhaps be an unsound conclUsion to draw that the freedom 
which the smaller units have from many of the controls wbich 
apply to larger units bas significantly contributed to the spurt iD 
their ·growth. 
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23. Licensing ('onunittee also to give MRTP ciearance.

Most of tb: bigger industrial houses in the country come witbia 
the purview of the MR TP Act in . addition to the Industries 
(DR) Act. With the recent amendments in the MRTP Act. 
there is likely to be a manifold increase in their number and 
even relatively smaller companies may, by virtue of linkages. 
need MRTP clearance for their investment proposals. In the 
circumstances, some advance thinking needs to be done about 
how snch case3 are to be handled. One Of the suggestions w~ 
have made in this regard in our· earlier reports is to ensure that 
as far as possible, the Licensing Committee under the Industries 
Act should be in a position to clear the case from ther MRTP 
angle as well. 

24. A~ dearance for projects llllder MRTP Ac:t.-
An alternative may also be considered. MR1P companies may 
.be pennitted to seek the necessary clearance for their invest
ment proposals when they are stili in the embryonic stag<>. 
The kind 9f detai~s about project costs, lOcation, foreign ex
change requirements and other similar factors which are needed 
for clearance under the Industries Act are not really required 
for the consid<m~tion of a case under the MRTP Act. If com
panies coming under the MRTP Act were given the option of 
getting the MRTP clearance for setting up a new project or ex
panding an existing one, even before applying for the necessary 
industrial licence, they could, with much less time and effort, 
provide the necessary information for the disposal of their 
application under the MR1P Act. Concurrent processing or 
prior processing under MRTP Act would save much time. 
MRTP companies could even be allowed to put forward an in
vestment plan which they propose to implement during the 
next two or· three years or even in the> plan period as a whole. 
If they get the clearance to produce, they can take the other 
·necessary steps and get the appropriate licences and approvals 
to implement their proposals. 

25. In regard to industrial licensing, we suggest that fresh 
thinking should be given to some more basic issues. The pri
mary aim of industrial licensing Is to prevent resources going 
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into industries which have a low priority, such as those which 
cater to the luxuries of the rich and make a heavy demand on 
capital, foreign exchange or other scarce resource'S. Secondly, · 
it is used . to prevent larger industries being ·set up in fields 
reserved for the small scale sector. For both these categories, 
licensing control must continue t0 prevent the creation of 
capacity in the large scale sector. 

26. Towards greater competition and efficiency.- 1 he 
question· which iteeds to be considered as a policy issue rather 
than a procedural one is whether for priority industries where 
large s=ale units must be s•t up, it ·is at all necessary to regulate 
the creation of additional capacity through industrial licensing. 
The fear has been expressed that without such regulation there 
will lie "surplus" capacity which will waste resources. In actual 
fact, private investors venture only into areas where there are 
evident shortages or clear indications of an uptrend in demand. 
The financial institutions, on which almost all of them rely for 
support, also make their own assessment of demand. Further, 
with a rising population and growing income levels, demand bail 
been rising fas!e'r than the most carefully prepared estimates 
indicate, while the time-lag b~tween an appltcation for a licence 
and the project going into production runs into many years. 
Finally, it is only when domestic production exceeds domestic d~ 
mand that competitive conditions will emerge, consumers will get 
a better deal in terms of price, quality and service, and e7q>Ort 

possibilities will begin to be exploited. If a choice has to oo 
inade between the risks of surplus capacity and shortage of capa
city, surely the former should be preferred. To have a large pri· 
vate •ector and to protect it even from domestic competition is 
dangerous for the health of the economy. We, therefore, welcome 
the statem~t in the Approach Paper to the Seventh Plan that . 
"the time has come for a new policy framework with emphasis 
on efficiency, competition and modernisation". If this philosophy 
is accepted, then quite a number of products could be pi-aced on 
the Open General Licence under the InduGtries Act just as there 
ve so many products on the OGL for imports. 
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27. Clear decisions needed on internal protection,-Ia pursu~ 
ing such a policy, the question will have to be squarely faced 
whether and in what circumstances there should be any kind of 
protection within the country to one producer from another who 
may be in a position to produce at a cheaper price or of better 
quality or of higher consumer appeal. It has, in this context, to 
be noted that the burden of any such protection falls on the con
sumer who, in consequence, is compelled to buy products which 
he finds more expensive or less attractive. 'The producer on 
whom restrictions are placed is merely deprived oj' the extra profit 
on extra production and sales. It would be too dOctrinaire a view 
to argue that ia no circumstances, such protection from internal 
competition is justified. But its scope and limitations are matters 
of policy on which clear decisions should be taken and not left 
to the ad hoc judgement of those dealing with individual cases. 

28. Industrial licensing not to be med to protect one domes
tic producer from another, except in spc<:ial circomstances.-We 
have already pointed out that protection to small producers from 
larger ones should continue to be give'IJ. by enforcing the reserva
tion in favour of the small-scale sector through industrial liccn· 
sing. Protection to larger producers from the industrial giants who 
could emerge as monopolists would continue to be provided by 
the MRTP Act. In regard to multinationals or cases where with 
foreign collaboration a well-advertised brand name could create 
problems for iudigenous firms, the powers to regulate private 
foreign investment in different fields as well as restrictions which 
are imposed from time to time in regard to the use of foreign 
brand names can be used, to give, in appropriate cases, the re
quisite shelter to indigenous producers, without imposing restric· 
tions on output under the Industries Act. In short, while not 
truling out the possibility of exceptions being made in special 
circumstances, we would urge that as a rule industrial licensing 
should not seck tc sb1eld one producer from the competition wh!ch 
another domestic producer can offer to his goods. 

29. ContrOl over capacity creation in capital good'i, Wtlge 
goods, basic raw materials to be discOntinued.-In particular, we 
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would urge that contr,ol over capacity creation in industries pro
ducing wage goods 0 r basic raw materials or capital goods should 
be discontinued. If we have a vigorous emplo:yment drive in the 
Seventh Plan, there will be an upsurge of demand for the goods 
on which. the workers spend their wages. Any shortage of sup
plies in this sector would have inflationary consequences. What 
is more, surpluses in this sector would open opportunities for eJC
ports to other d"veloping countries, whJ.Ie giving a further stimulus 
to employment within the country. To take one example, if there 
was free licensing in bicycles, output in the small scale sector for 
which the production of bicycle components is reserved would go 
up, while the increasing demand for bicycles in rural areas as 
employment and income go up, would be satisfied without a rise· 
in prices. Similarly, larger capacity in basic industrial goods like 
cement, aluminium and fertilizers would boost domestic produc
tion in other industries and also improve our foreign exchange 
position. The expansion of capital goods industries has always 
been given high priority. Except for items where considerations 
of reservation for the public sector come in, there should be no 
constraints on capacity creation in this field. 

30. LOcational angle, from a new view-point.-Considerablc 
use is made of industrial licensing to influence the location of 
industries. When the Industries Act came into force, the objec
tive of such scrutiny was to avoid locations which would place 
an additional strain on the transport system as ·the Railways 
at that time had tremendous dillicultieg in coping with the exist
ing traffic. In recent years, the trend has been to ask applicants 
to go to areas where there are few industries or no industries. 
This approach is not free from some serious drawbacks and 
dangers. The areas which are not industrialised often lack cer
tain basic infrac-structural facilits which account for the fact 
that industries are not naturally attracted to them. If through 
industrial licensing, industries ~e made to go to sucb areas the 
chances are that their investment needs would go up considera
,bJy increasing the draft on £esources, whde their costs would 
be higb which would mean that the consumers would be called 
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.upon to pay more. With !he kind of re!hinking which is pro-
posed here, the attempt !O influence industries !O go into 1"->S 
industrialised areas should be pursued not through the exercise 
of powers under the Industries Act, but rather by creating con
ditions to make location in the desired area economic .. There 
are already m existence various schemes to offset the disad
vantage which industnes may experience in going ~o backward 
areas. These schemes should be strengthened and expanded. 
Further, the financial institutions could give some incentives and 
concessions to industrie3 being set up in backward areas. In 

.addition, and most important, more investment should be made 
in the backward areas to create the basic infrastructure, the 
absence of which acts as a major impediment in the way of in
.dustries going to them. 

31. Capital-intensive units to be sufficiently large for economies 
of scale; labour intensive indnstries for backward area11.-Two 
additional points will have to be borne in mind in the matter 
(if location. Capita'-intensive industries as a rule have consi
derable economies c:>'i scale; the larger they are, the less is ·their 
requirement of capital per unit of output as also the cost of 
their production. The practice of splitting up the capacity to 
be licensed between three or four small units has often made 
such units uneconomic. What is even worse, such industries 
generate only a small volume of employment and that too, mainly 
of skilled personnel, who are not to be found in the 'area where 
they are located, but have to be brought from outside and hous
ing aud other facilities have to be constructed to accommodate 
them. Therefore, from the angle of regional development, mainly 
labour-inten•;ive industries should lie selected. If capital intensive 
indus!nes are locat~d in backward areas, their capacity should be 
large enough to make them economic. 

32. The third instrumentality-Governmental cootrof on econo
mic activitics.-We have so far referred to the Industrie3 Act 
and the MRTP Act which are formal statutory controls and 
apply to the industrial sector as a who'e. In addition, there 

-are a wide variety of administrative control5 which apply to the 
1ndust6al sector, such as, controls over imports of capital gOods 
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or technology, over prices and over distribution. There are, 
besides, many regulatory measures which apply to other sectors 
as well, such as movement of essential commodities, release of 
controlled commodities to different. users, allotmen~ of railway 
wagons, and many others.. In a country which has opted for 
planned development and abandoned the laissez faire approach 
which existed in British days and resulted only in stagnation, there 
can be no escape from using controls where appropriate and 
necessary, even jthough controls which are counter-productive 
or unnecessary or unduly irksome can and must be eliminated. 
We have, theref4ra, to consider what can be done !o improve 
the functioning of the third instrumentality of planning to which 
we referred in paragraph 4 above, namely, governmental con
trol over various economic activities. This would entail an 
examination of the techniques and agencies through which they 
are exercised. Unless the structure and working methods of 
the regulatory mechanism are streamlined, real improvement 
cannot be achieved. 

33. Slowness of respOnSe and complexity oJI administrative 
machinery.-The major weakness which our economic adminis.. 
tration disp!ays is an extreme slowness of response and a pro.. 
neness to complexity and complication. One of the most im
portan\ fat!ors contributing to it is the large number of objec
tives that are sought to be achieved by each measure of con
trol. Thus, in the matter of industrial approvals, .all proposals 
of any magnitude are put through a process of scrutiny by 
diver•e agencies from a number of different points of view, all 
of which derive from combinations of the following objectives: 

(a) Industrial growth;-import 'substitution; export promo
tion. 

(b) Tbe regulation of capacity creation with a view to 
allocation of resources in the ligh~ of national 
priorihes. 

(c) The need for a given project in the light of the pro
jections of demand and availability. 



21 
(d) The proposed imports of capital goods and the possi

bility of 1ndigenous availability. 

(e) Tile foreign exchange component, the fea•ibility of 
fmancing it and the sources. 

(f) The maintenance imports which would be necessary 
for the operation of the project when completed. 

(g) The viability of the proposal with reference to mni
mum economic size. 

(h) Reservation for the small-scale sector. 

(i) Reservation for the public 'sector. 

(j) The potential for employment generation. 

(k) The acceptability of the location- (and competing 
claims from different States); regional dispersal; 
claims of backward areas. 

(I) Environmental considerations. 

(m) Impact on tribal communities, if any, and protective! 
measures needed. 

(nl Requirement of raw materia's and supplies and 
utilities. 

(o) Conservation of scarce natural resources. 

(p) The need for the import of technology and!or foreign 
private investment in ·the industry and the terms of 
foreign collaboration, where applicable. 

(q) Need for clearance under the MRTP Act (where 
applicable). 

Such exhaustive serutiry is not confined to the industrial 
~ector alone. The consideration of most proposals entails a 
many-sided examination. Even assuming no inefficiency on the 
part of the governmental machinery, the mere scrutiny of a pro
posal from multifarious points of view iS bound to take time. 
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"34. Multiplicity of objectives and agencies.-The difficulty is 

·compounded by the fact that there is no! merely a multiplicity 
·Of objective,; and concerns but of the agenctes of scrutiny and 
deanmce as well. The examination is not an integrated one · 
which takes diverse points into account, but 'a number of sepa
rate examiantions by different Ministnes and other bodies, each 
taking a partial view with the conviction that its own particular 
pre-occupahons or concerm are of (he highest importance. The 
plethora of controls has led (o a pro:Ueration. of controllers. 

"35. The multiplicity of objectives cannot be done away with, 
·but it would be unreasonable to expect that. each economic 
decision must satisfy all of them. While kilhng two birds with 
•one stone is not only a possibility but also an achievement, an 
:attempt to kill ten birds with one stone is foredoomed to fatlure. 
Very few activities in the economic field can be judged to be· 
perfect in the sense that they have all the good points and none 
of the bad ones. In the final analysis, there bas to be what 
has come tO be known as a 'trade off' in which It is the balance 
of advantage rather than a total elimination of all disadvantages 
that pro,ides the right answer. The major· weakness in the 
existing system is that although eventually such an answer is 
found, it ts only after a tortuous weighing of the pros and eons 
of each proposal at different levels by dtffen!nt •agencies that 
at a high, if not the highest, levels a comprehensive view comes 
to be taken. For the issue to reach the decision-making level, 
~here is a labynnthine path with innumerable. stumbling blocks 
and unnrcessary diversions lcadmg in different directions. 

36. Over-burdening of bureaucracy.-The· bureaucracy gets 
the blame for all the weaknesses that are spotted in· economic 
administration. No doubt, there are bureaucrats who drag thetr 
feet and shuk responsibility while others tend to display a kind 
of cleverne&s which consists in writmg long ~omments, raisirtg 
numewus points for consideration and discovering 'polic} 
issues' in any proposal. Bnt the basic problem, it seems to ui;, 
]s that tlu! bureaucracy is. over-burdened. .It .is not the same 
thing as saying that it is under-staffed. In actual fact, the 
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mounting expenditure on account of salaries paid to civil ser
vants is leading to an erosion of resources mobiliSed for deve
lopmental purposes. Th>, is not because they are paid extra
vagant'y. By all standard>, national and mtemational, our 
-civil ser\'ants are amongst the lowest paid. The prime reason 
why )he· expendtture on staff keeps on mounting is that their 
number cannot be kept in check becauGe year after year govern
ment ha~ been enlarging its regulatory role. 

37. The standard technique adopted by the administration in 
fulfiling its regulatory role is to say that no one can do certain 
things-even desirable thmgs--without prior clearance of gov

. ernment in the shape of a licence, permit authorisation or ap
proval. The technique iG somewhat reminiscent of the ways in 
which Section 144 of the Crtminal Procedure Code is used for 
·purposes of law and order. By banning processions, meetings 
and assemblies without prior permission, the authorities can 
ensure tltat legitimate acttvities are allO~¥ed to be· carried on, 
while th,>se which could pose a threat to Jaw and order are 
prohibited. As a rule, when tbe situation returns to normal, 
the prohibitory order is withdrawn. But the same method for 
regulating economic achvities by insisting on prior governme~
tal clearance of every case, large or small, not as . a temporary 
m~asure but as a long-term arrangement, over-strains adrninis
·trative capability and often goe3 beyond the limits of what even 
·an enicicnt civil servant can do. 

38. Governmental clearance of any request entails an exami
nation by the bureaucracy. 1be procedures for such examina
tion are so complex, involving different departments and 
agencies, that more staff has to be sanctioned to cope with 
the additional work which each new regulatory measure g~ne
rete-;. Even when the staff has been sanctioned, the very com
plextty of the procedures means that decision-making has to 
be a ~low process, ddaying the completion of projects and re
taiding the pace of progress. The timely fulfilment of plan tar
gets iu such an atmo;phcre becomes an impossible adventure. 
Against this background, we recommend some new approaches, 
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which are not mutually exclusive, in order to effect economies. 
in expend1ture and, at the same time, speed up the decision
making process. 

39. Possibility of recl!ucing exlsfutg c:Qllrols.-First!y, govern-
ment should give a hard look at !he existing plethora of. con
!rols to ~ee if at least some of them cannot be weeded out. The. 
ubiqmty of government in a wide range of affairs, activities and 
transactions results in public dissatisfaction not only because of 
delays but also because the powers which, by law, ve,.t in 
Government are seen to be exercised by petty officials. A 
reduction in the area of direct bureaucrahc regulation of trivial 
activities will mean a tremendous relief io citizens who, even 
for doing perfectly legitimate things, have to run from pillar 10 
post to get the appropriate clearance. Past experience show!> 
that when bold decisions Jlave been taken to dispense with irk
some controls, none of the dire consequences which their cham
plODS had been fearing followed. The abolition of 'P' form 
clearance for travel did not make any dent on the country's 
foreign exchange pos1!ion. 

40. The over-burdening of the administration with trivial 
tasks means that major issues receive less than adequate attention 
and the decisions on them take more time than they should. A 
reduction in the number of controls-and of controllers-will 
make the control mechanism as a whole more effective. In res· 
pee! of such controls which have to be retained, consideration 
should be given to the possibility of giving general exemptions 
which can be related to the magnitude of the operation-like 
exemption of industries with inveshnent below Rs. 5 crores from 
industrial licensing--or to the nature of the operation, such as 
putting particular products on an OGL even while the licensing 
system is retained. The ta>k of bringing about a reduction in 
government work can best be carried out by the Ministries con
cerned provided there is a high level direction for them to do so. 
The Planning Commission could also point its fingers at those 
concepts and controls which frustrate the attainment of plan ob
jectives and the fulfilment of plan targets. 
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41. Desirability o£ converting direct comrols into indirect 
controlll.--Secondly, in cases where it is considered necessary to 
prevent certain undesirable activities or to promote certain desir
able ones-such guidance to the main actors on the economic 
scene is inevitable in a planned economy~ideration should 
be given to the possibility of using other devices which give the 
right signals to !]lose concerned and minimise the need for the 
consideration of individual cases by administrators. Through taxa· 
tion and fiscal incentives, a wide range of activities can be en• 
couraged or discouraged impersonally :ptd in a manner which 
does not require Ministries to exercise a choice between proposal 
and proposal as well a.~ between one applicant and another. 
Apart from fiscal me'asures, the financial institutions with appro
priate policy guidance from government can also, through their 
operations, steer economic activities in the right direction. The 
possibility of transferring a significant proportion of the control 
functions of individual Ministries to the financial institutions w:~s 
mooted by the Economic Advisory Council and has since been 
remitted for examination to a Committee beaded by Shri M. 
Narasimhan. We believe that thiS is a promising approach and 
if followed up would be most helpful in speedy and economical 
implementation of the Seventh Plan. 

42. Chainges ~ working methods of Government to cut out 
delays.-Thirdly, in so far as certain activities are subject to 
administrative controls, changes should be made in! working 
methods to cut out the kind of delays which bring a bad name 
to the adminMration as a whole and to the bureaucracy in 
particular. Some of the possible changes of this nature have 
been reiferred to in our earlier reports within the existing frame· 
work of the machinery of government. ln this, our conclud
ing report, we put forth some suggestions which would entail 
some basic changes in the structuring and functioning of thi3· 
administration. 

4S. Present need for inter-ministerial coosnltations on a: 
multitude of matters, a major weakness in ecooomic admiftist... 
ration.--One of the major weaknesses in economic admim>t
ration, iwhicb is of relatively r~ent origin, is that there are few· 
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-decisions which can be taken by a Ministry, Department 
.agency without consulting and getting the agreement of a nu1 
ber of others. The process of consultation and the requi 
men! to obtain the concurrence of all concerned Departmer 
lead to tremendous delays in deeision-making. In the pa 
apart from the need to consult the Finance Ministry in rega 
to matters involving expenditures, each administrative Minis! 
ilperated more or less independently with a distinct but wi« 
range of functions, such as Commerce and Industry, Food ar 
Agriculture, Irrigation and Power, etc. Even so, soon after tl 
process of planned development began to gather momentur 
it was felt that each MUrlstry should have greater autonorr 

-and the need to consult the Ministry of Finance 0 n a case t 
case basis should be reduced to the minimum m .the interests • 

.·speedy decision-making. The basic control over expenditure, 
was felt, should be exercised by the budgetary process, and withi 
the voted grants, each Ministry should, as far as possible, b 
able to take decisions which did result in expenditure. . At th 
same time, to assist Ministries to take sound decisions and t• 
gtiard against waste, Financial Advisers were posted in differeD 
Ministries. Their advice was not binding on the Ministry an• 
could at a sufficiently high level, be over-ruled. The Financia 
Adviser for his >part by functioning within the Ministry to whicl 
he was attached. began to have a better appr~iation of it1 
needs, objectives and compulsions than officers located in th• 
Finance Ministry could. Of course,_ for proposals which hac 
wider repercussions such as a revisiOn of pay scales, the F.A 
could refer the matter to the Finance Mini·stry . 

. 44. This pattern. in' fa~t, was a ~urthor evolution of the prac
l!ce obtanrng In the R.lilways Which had even before World 
War ll its own· Frnandal Commissioner with direct access 1 
the J<inance Member of the :Viceroy's Executive Council as we~ 
as Posts and Telegraphs whtch had its own Financial Adv· 
o· = _unng_ World. War _II, the need was felt to create the posts of 
Fmanc_Ial Ad~tsers m the Departme~:s of Defence and Supply, 
agam 111 the tnterests of speedy dectston5 in pursuit of the war 
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efforts. After independence, when the Atomic Energy Com 
missw'l was set up in Bombay, a Secretary from the Finance 
Minis!ry was made its. member so that on all matters not; requir· 
ing clearance at the level of the Finance Minister, the Atomi< 
Energy Commission could take its decisions, without sendin! 
files to the Finance Ministry. And it is these trends which were 
later institutionalised by having Financial Advisers in most 
Ministries. However, this· healthy trend towards making eacb 
department or agency capable of taking its own decisions, with
out the need to refer individual cases to the nodal Ministry, 
which Finance used to be 111 the past, got subsequently reversed 
because of various changes. 

45. Increase in Govt. Departments and Ministries and 'nodal' 
roles of some.-With the increase in the range and complexity of 
Governmental activities, a number of new Departments and 
Mmistries began to be created from time to time to deal with 
different industries or activities; and these were no longer as self
contained as each Departtnent used to be in the past. For ins
tance, in place of one Industry Ministry, there are a number 
of new ones dealing with different industries such as Steel, Mines, 
Heavy Industry, Chemicals and Fertilisers etc. Each of them 
has to go to the Department of Industrial Development for such. 
things as industrial licensing, and clearances for the import of 
capital goods. In effect, the Industry Ministry has become the 
'nodal' Ministry for these purposes. Since then, the Department 
of Company Affair~ which independently administers the MRTP· 
Act has emerged is another nodal agency to which a large num
ber of industrial proposals have to be separately referred for 
clearance. The Fmance Mmistry too, although it had earlier 
reduced its nodal role through delegation and de-<:entralisation,. 
has since acquired nodal role in some new fields. It fs the 
custodian of FERA and it also issues, through the Bureau o:l!" 
Public Enterprises, guidelines which are virtually binding on: 
the public enterprises under other Ministries. Thus, today the· 
number of nodal Ministries is on the increase. 

46. Structural changes to streamline d"eclsi<~n-making pro-. 
cesses--the lead role Of · adminis1rative Minisby to be recog
nised.-Against this background we would recommend tw~ 
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mam structural changes with a view to streamlimng !he pro
..ces:;es of ded:;ion-makmg in economic administration: 

(i) The first is !hat' 1t is necessary to recognise the lead 
role of the administrative Ministries in their respec

tive areas; while they should consult the other 
Ministnes concerned on various aspects, they sho.uld 
be m a position--at an appropriately high level, if 
the advice is not accepted-to take the final decision 
without being obliged to obtain the concurrence of 
every single Mililitry, Department or . agency con
cerned with any aspect of the matter under con
sideration. This would ensure that .the Ministry res
ponsible for a given ·task has also the necessary 
power to fulfil it; and tt will not be possible for any 
Ministry substantively concerned with the given task 
to pa~, on the blame for non-achievement to other 
Departments or Ministries. 

(ii) Others to lay down guidelines only.-Secondly, whtle 
over the years the new concerns of Government 
such as the environmental aspects, -afforestation, non
conventional sources of energy, etc,. have 
added tc the number o'f specialised agencies 
which need to be consulted in respect of any pro

posal or project, such speciali~d departments or 
agencies should mainly lay down brood gutdelines 
for implementation by other Ministries and not 
themselves get involved in case-by-case clearance, 

except, perhaps, in respect of proposals which have 
very wide implical!ons, like .the Silent Valley Pro

je_ct in Kerala. But on the whole, Departments and 
agencies such as the Department of the Environ
.ment, the Department of Science and Techno'ogy, 
etc., should remain specialised agencie3 which pro-
vide advice and gmdelines, but whose concurrence 
in every case should not be insisted upon. 

47. Collective declsion-making.-Apart from such structural 
<ehanges, it is a!Go nec~ary that the existing arrangements for 
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.Jomt inter-ministerial decision-making through committees such 
as the Licensing Committee or the Licensing-cum-MRTP Com
mittee .,]JOu:d ~ effectively enforced. These Committees should 
function collectively and individual members sbouJd not be 

-allowed to res~rve the position of their respective Ministries/ 
Agencies. A1so, such Committees should be chaired by the 
Secretary whose Department is recognised as having the lead 
role in the particular function or area. The Special Committee 
-of Secretaries for the Fertilizer Industry whtch is chaired by 
.Secntary, Chemicals and Fertilizers is an instance of the success
ful functioning of this approach. It is necessary to extend the 
~pplicalion o[ th1s approach to other areas and industries. 

48. At present,. 11103t inter-departmental committe~s function 
·at the level of Secretarie-s. Tlt.is approach suffers from serious 
limitations. Secretaries these days are greatly over-worked. 
There are frequent sudden demancJ., on their time. They are 
neavtly preoccupied with parliamentary work wnen Parliament 
is in session. Secretary level meetings are, therefore, difficult 
lo fix at too frequent in-tervals, and even when dates have been 
'fixed, they frequently have to be adjourned. Often, some Secre
taries are absent and those who come on their behalf are reluc
tant to depact £rom their brief,;; and accept any compromises. 
Finally, except in the case of tbe Licensmg Committee set up 
under he Industries Act, most Secretary. level committees only 
deal with major projects and proposals, while more modest and 
even trivial schemt>, may take more time for a final decision 
to be taken on them because they are handled by pa.;sing the 
files from Ministry t.; Mmistry. The concept of col'ective 
thinking needs to be developed and strengthened at all levels 
and not just at the level of Secretaries. Committee,; can be set 
up. "s we had suggested in an earlier report, at the level of 
Joint Sccrdaries and ad hoc meetings even at Deputy Secretary 
levels can help to speed up decisions and resolve dtfferenc~s. 

49. Strengthening Lead Minlstries.-Sidc ·by side, considzra
tion should be given to extending the lead Ministry concept by 
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strengthening some of the lead Ministries with internal arrange-
ments for expert advi<:e as exist in the Atomic Energy Com-
mission and the Railway Board. Considering that the re,;pbnsi
bility for the ·regulation and development of various industries 
which was once concen:rated in the Ministry of Industrial 
Development has now . been vested in a number of different 
Ministries each dealing with different industries, the question 
should oo considered whether some of these Ministries should 
have the necessary techmcal advice available internally without 
having !o go to the DGTD in the Minfstry of Industrial Develop
ment. Some Ministries have already built up their internal 
organisations for technical/industrial advice. At present, such 
organisations in the different Mmistries are supplementary to 
the DGTD and the latter still needs to be consulted. The 
present. nd hoc arrangements in this respect need to oo stream
lined by reorgauising the DGJD and defining the DGTD's 
links, if any, with the Internal Technical Advisers of different 
Miuistries. If the move is to be in the direction of making 
each lead Ministry as self-contained as possible, steps should 
be taken by transferrmg officers from the D. G. T. D., if· 
necessary and appropriate, to have a technical organisation 
within each Ministry so as to make it self -sufficient in this 
regard. 

50 .. The reasoning can be carried further. Can the different 
Ministries not do their own industrial licensing for· the indus
tries wtth which they are concerned? To some extent the 
Special Committee of Secretaries for the Fertilizer Industry 
does disc]]arge the licensing "function also, though even here 
the formal issue of the industrial licence ha.s to be done by the 
Department of Industrial Development. What we are suggest
ing is that it should be possible to leave the actual issue of an 
industrial licence in each caoo to the Ministries concerned,. 
under the broad policies and guidelines laid down by the De
partment of Industrial Development. 

51 .. COOrdlnating role of Dq;ilrtment of J:ndustrial Develop
ment. -Of course, there are certain issues in regard to which a 



31 

common policy has to be followed by all Ministries, the ~ 
ordinating role of the Department of Industrial Development 
cannot be denied. But if that Department. is relieved of the 
responsibility of looking particular industries, it 9an become 
the central point for dealing with and evolving policy guide-
lines for a wide range of subjects. It can look after not 
only the Industries (Development and Regulation) Act ·but 
also the MRTP Act. It can evolve ·policies for helping the 
small-scale sector or for industrial location. It should try to 
apply these policies not by an ad hoc examinahon ot each 
proposal from these different angles, but by evolving 'pblicies 
which have the approval of Government and have therefore to 
be followed by each Ministry or Department which administers 
particular industries. These suggestions merely illustrate the 
kind of restructuring which would be desirable and if the direc
tion of reform ts accepted, a more detailed exericse would be 
needed to evolve a pattern for the aUocation of responsibilitie~ 
among different economic Ministries. · 

52. A new reporting system.-Making each Ministry 
more autonomous and more self-contained in order to take 
speedy decisions in areas of its own responsibility will entail 
some measure to ensure that collectively all economic Minis
tries work in harmony to fulfil 1p~an targets and achieve their 
objectives with due regard to the policy parameters laid down 
by the nodal Ministries or by Government as a whole; Towards 
this end, a system of repprting wilt need to be evolved. It 
should serve a two-fold purpose: firstly, it should report pro. 
gress in the areas within the responsibility of the Ministry t<J-
wards achievement of the accepted targets. This would mean 
keepin~ not a mechanical watch over the disposal of pending 
applications but even more, watching whether the clearance 
given and the follow-up aetion by the parties concerned are in 
keeping with the time-frame of the plan. If there is a shor-t
fall, the Ministry should go into its reasons and propose _reme
dial measures. A quarterly progress report on 'p~an lmple
mentation from each Ministry could welt be introduced for the 

purpose. 
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'53. Secondly, ~he administrative Ministry should circulate a 
matement of each case cleared by it setting Qut those features 
which would be of interest to the nodal Ministries. This should, 
as a rule, suffice ~o ensure that .the 'requirements of clearly
defined policies are observed by the administrative Ministries. 
)If the administrative Ministry feels that in any case a departure 
from them is necessary, it should have prior consultation with 

·the nodal Minis~ry concerned. As a further measure of 
safeguard, it could be provided that particularly large projects, 
whose size can be apprdpriatel y defined, should be placed ·before 
an inter -Ministerial committee: 

54. Multiplklty Of inspections to be reduced.-In addition 
to the developmental and regulatory 'role which economic 
Ministries have to perform to fulfil plan targets, there are a 
large number of other activities which are basically admimstra
tiv~ in character and which entail frequent contacts between 
officials and the public. In respect of them too, the possibility 
pf reducing the number and frequency of such contacts should 
be given consideration. This can be achieved by greater co
~rdination between different agencies of government and a 
drastic chJ!nge in the departmental aJij:lroach to problems which 
seems to have become so co=on. The point can be best 
explained by citing a few concrete instances. 

55. Productive unitS-even small scale industrie>>-are sub
ject to iqspection by a nU111ber of different officials, each 
deriving his .powers from a different Act, to check compliance 
with its provisions. Most of the inspection,; call for no tech
nical expertise. The mere fact that the laws in question come 
within the purview of different departments does not make it 
lnece3sary for different inSpectors to be engaged on this task. 
With better coordination, it should be possible for the same 
lnspector tp make the necessary checks under the provisions 
of many different pieces of legislation. This would lead to eco
nomy and minimise harassment. 

56. To take another example, the same property may bave 
to be valued for different purposes by different authorities, local 
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State and Central. There is no reason why such wtluation 
should not be undertaken by one single agency and accepted 
by all concerned. As tltings are, even when the valuation is 
required under Jaws promulgated by the same Ministry, diffe
rent yardsticks are used and, therefore, separate valuation has 
to be undertaken, e.g., the valuation of a residential building 
under the p'rovisions of the Income Tax Act, the Wealth Tax 
Act and the Estate Duty Act. 

57. Co-opt>ration between executive agencieSI-The agencies 
Of clifferent Ministries and Departments who ~carry out field 
operations of one kind or another could function much better
more economically and effciently-if there was a ··better co
.ordination between them. With gro.wing departmentalism, 
they tend to act independently of each other and such consulta
tions between them as do take place on major matters are con
ducted by reference to the respective Heads of their office;s who 
may get in touch with each other ot make a reference to their 
respective Ministries. The need for greater co-operation ·and 
consultation at the operational level needs to be emphasised. 
It is a common experience that digging dflerations on the same 
terrain may be undertaken separately by different agencies for 
different purposes, such as laying pipes for the supply of water 
or Iaymg under-ground cable, for electricity or telegraph. Many 

of the anti-poverty programmes under different schemes could, 
with prdp'er dovetailing, strengthen each other, while through 
compar·trnentalisation, there ~y be duplication in some areas 
and negle<;_t ell others. Traditionally, Distrtct Officers used 
to play " co-ordina!ing role in respect of all governmental ~c
tivities in the area under their jurisdiction. Without proposmg 
any rigid formula for this purpose, we would suggest that · ap
propriate mecham~ms tor co-operation at the ground level 
should he evolved, taking into account local conditioM, the 
availability of manpower and other relevant factors. 

58. Cltanges recommended would facilitate 'Single Window" 
ckarance.-TJ.e main thrust of the structural and organi7.a
tional changes proposed above is in the direction of reducing 
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tHI number of governmental agencies, whether they are depart
ni'nts in the secretariat or field staff, to whom people have to 
toJll in order to get the clearance or assistance they need t~ 
!!!- on with various activities. The Prime Minister, in a 
r(l'ent address to Secretaries, made a reference to the desirability 
eli introducing a system of 'single-window' clearance. Tbis. 
<lljective would, we tee! be greatly facll.itated if the changes 
~ have recommended are brougl)t about. 

59. Of c0urse more work would be needed to finalise the 
'jetails of the re-allocation of government business if, in 
Fciple, government accept our ap'prooch. An aPPropriate 
$ne to bring about such chl)nges may well be when, ,after the 
elections, a new Council of Ministers is formed. Towards 
that end, a small Working Group could well be entrusted to 
formulate specific proposals, at least Ill regard •to the re-'311oca
tion of business among Ministries, while the suggestions to 
bring about an integrated approach in respect of the field staff 
may well be taken up seiparately. 

60. Having discllo$sed certain changes in the structure and 
organization of the machinery of Government, we should like 
to make a few comments on working methods. 

61. Multi-level exr.onination of files causes delay.-Decisions 
•get delayed not oruy because files move horizontally between 
department and department but also because within each 
department, they move vertically from level to level. The 
general practice is for noting to start at the lowest possible level 
·and tnen to move upwards from level to level until eventually 
it reaches the level where final view on any issue is taken. 
In the process, a good deal pf time elapses not so much 
because some positive contribution to the decision making pro
ces.; is made at each level, but because there ·1s a trend at each 
level to add some comments or even to recapitulate what 
is already on the file. 
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62. This tradition has a historical origin. In the years 
before independence and for some years thereafter, the Gov~ 
ernment of India was a small, compact and a reasonably efficient 
organization. The quality of assistants and Section Officers 
was quite high; many of ~hem were in ract pemons who had 
missed the Oass I service by a few positions. As their salary 
seal~ were much lower, it was felt that by entrusting to them 
'the task of preliminary examination of a case, the time of 
senior, higher paid officers would be saved. The arrangement 
thus appeared to be more economical. Further, at a time when 

the bulk of government business was conducted by taking 
decisions in keeping with past precedents, the presence in de
partment, on a continuing basis, of assistants and senior clerks 
who could recall from their personal knowledge the kind of 
view, and the reasons therefor, taken in respect of similar pr~ 
.blems in the past, was of great help to officers coming to 
.the department on deputation. 

63. Things are different today. The kind of problems-
particularly in the .;conomic field-which government have to 
tackle do not necessitate reliance on past precedents or study 
of old files. With greater employment opportunities in busi
ness and industry on much better scales of pay than are avatl
able in Government, government service has ceased to attract 
. the best talent, particularly, for filling posts which do not have 
much prestige on account of the authority that goes with them. 
This tells on the quality of the supporting staff in government 
offices. Further, even on considerations of economy, if 

·account is taken of various overheads like housing, medical faci
lities and travel concessions as well as the impact of dearnes.s 
allowance, no strong case exists for entrusting to clerical staff 
a preliminary examination of issues which will call for consi
deratiOn at higher levels. Yet such is the weight of tradition 
that whenever extra staff is sanctioned for any new activity, the 
pyramidal structure is rep'roduoed with a very large base of 
clerical and junior staff and the minimum of senior staff. A 
radical overhaul of this approach is called for. 
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64. More posts at higher levels and less at lower levels, too 
improve efficiency.-The solution dften put forward has been' 
of ''level jumping", which means that instead of the file mov
ing from one tier to the next higher; it should skip one level and 
land on the table of an officer who is two steps above. There is 
hardly any point m retaining multiple levels and then 'jumping• 
some of them. The question that needs to be considered is 
whether so many levels in fact are necessary. Fewer posts at 
lower levels and more posts at higher levels would lead to 
economy in ex~nditure and at the same time ·improve effi
ciency. The need for more posts at senior levels is under-scor<!di 
by the fact that at present all Secretaries are so overloaded with 
day-to-day chores, answering parliament questions, disposing 
of ])ending applications and attending to routine work, that 
they have no time to devote to the tasks which should be really 
theirs: assisting government in formulation of long-term policy 
ru~d maintaining a watch over the performance of the economy 
and su'peryising the functioning of the Ministry as a whole. 
We had made similar recommendations in our report on 'Eco
nomy in Public Expenditure' (EARC Report No. 28, paragra
graphs 22-25 and 32-38). There the focils was. on. economy. 
[n the present report, we 11r~ coming to a sinillar conclusion 
from the point of view of improving the effectiveness of econo
nilc adnllnistration. 

65. Personnel p~~Jiey.--Structural changes in the govern-
mental organization and procoedural reforms in working me
thods will go a long way to improve the quality of economic 
administration. But, in the ultimate analysis, the quality of 
eccmomtc administration will depend on the quality of economic 
!administrators. To get the right man for the right job is 
crucml to the success and efficiency of all administration, not 
the least of economic administration. This inevitably leads 
us to make a few observations on matters of peiJSonnel policy. 

66. Need to pick the right man for the job in economic 
adrninistration.-A crucial question "''hicb bas to be (aced 
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in deciding what kind of a person should fill the top adminis
trative af[Signments in different .spheres of governmental activity 
is whether the accent should ·be on the administrative .ability 
of the persOn or his specialised knowledge of the subject 
which ..yould fall within his sphere df responsibility. Recent 
practice of the Gove=ent of India shows some ambivalence 
in this regard. A number of specialist services have been 
created. In the Ministries dealing with scientific subjects, 
often scientists have been ap'pointed as Secretaries. In the 
Ministry of Law, there has b_een a tr.adition· coming from the 
past to rely :~n people with legal background for the top posts. 
In the field of economic •. dmin:stration, although the Department 
of Economic Affairs has had time and again eminent economists 
as Secreraries, the general practice has been to rely on general 
administrations drawn mainly from the IAS with a. sprinkling 
the IA&AS. 

67, · General administrative ability and experience not 
enough.- Reliance on all India Service like the IAS, who.;e 
members have experience of administration at the grass-roots 
level in the States, for filling important posts in economic ad
ministration has much to commend itJself. The knowledge of 
the ways in which poliCies, however well-conceived, actually work. 
in agriculture and industry, in villages and cities, is a most 
valuable asset in evolving workable prolicies. The question 
which needs more consideration than seems to have been givem 
to it is whether -apart from administrative experience · some
thing else is needed J_or officials involved in the evolution and 
hnplementation of economic policies. CoQsidering how com
plex are the various instruments that are used for the L'llple
mentation of plan targets and objectives such as bank credit, ad
ministered pricing, licensing and subsidisation, we cannot help 
feeling that for the key posts in economic administration, some
thing more than general administrative ability is needed. 

68. In this context, it is necessary to dispel a myth. The 
view th~t any IAS officer can fill any post in an economic minis
try is based on the assumption that the members of the ICS 
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.used to do. so in the past ·and there is no reason, it is argued, 
why the lAS as the successor service to the ICS cannot do so 
as well. The truth of the matter is that while the ICS, takea 
as a whole, did provide .the necessary personnel for a wide range 
of diverse activities! when it came to selecting individuals for 
particular assignments, a careful assessment was made of the 
C!lndidate's experience and aptitude to equip him for the duties 
of the post for which . he was being considered. In other 
words, while· officens of the ICS were considered capable of 
filling all. admllristrative posts, it was never the view that each 
officer of the res was capable of filling every pcist. 

69. SpolCialisation in the Indian Civil Service.-In fact, .there 
was a good deal of 5pecialisation in the ICS. After the 
first 8 or 10 years of service, during which each officer was 
tried out in different assignments to test his aptitude for 
different kinds of work, a good proportion of the ICS officers 
were earmarked for judicial work, while others were retained 
in the executive field; even among the latter, Gome were made 
to concentrate on field administration, as District Officers or 
Commissioners, '1\'hile others were picked up for work in the 
Secre:ariat with periodical field assignments to keep them in 
touch with the realities on the ground. While such specialisa
tion was ioformal in character, some ICS officers were seconded 
to other cadres, like the Indian Political Service, which provided 
the personnel for staffing the Residencies in the princely States 
as well as the admmistration o! the North West Frontier Pro. 
vince. 

70. When in the days of the Great Depression, Britain went 
.0 ff the gold standard and the system of Imperial Preference was 
introduced, the Government of India felt the need for officers 
who could give their continuous .attention to issues pertaining to 
Fmance and Commerce.' Accordingly, a Finance-Commerce 
pool was set up which drew upon the ICS as well as some Cen
tral Services dealing with revenues and accounts. They remain· 
ed permanently with the Government of India but not neces· 
sarily in Delhi. Officers of the pool had to fill a nnmber of 
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and Accountant Generals and also be deputed to the Reserve 
Bank of India with a View to having a feel of problems at the 
~utting edge of administxation and getting trained in the pro
-cess for working in the Secretariat. 

71. The discontinuance of the Finance--Commerce Pool 
some years -after Independence was not on the consideration 
that spedalisation was bad but because it was felt that mem
.bers of an all-India Service like ·the lAS should not, in federal 
'et-up, b~come identified with the Central Government and Severe 
their links with the cadre to which they belonged. The view 
was also .taken that for a few officers from different services 
-selected at a young age to monopolise all the posts in the 
economic: field was not fair to other members of those services. 
Therefore, it was decided that economic posts like others should 
be filled by officers who came on deputation, had a definite 
tenure aud then reverted back to their parent cadre. 

72.- Speciafued knowledge and experience essentiai.-
Even if on these considerations, the revival of the Pool or 
something akin to it is ruled out, other ways should be foimd 
to ensure that those who fill senior posts in economic Minis
tries- bring to ibem not just general administrative ability but 
also- some specialised knowledge and experience which would 
make them understand the com-plexities of the economy and 
·the tools available for its management, which is something more 
than and ~omewhat different from plain and simple administra
tive ability; -To secure the co-operation of the various agen
des,some ill the Central Government and others in the State 
-Governments, some in the public sector and others in the 
private sector, some having a corporate shape and others func
tioning individually, reliance has to be placed on managerial 
techn1ques, greater use being made of the powers to persuade 
than of powers to pressurise or compel compliance with various 
laws and regulations. The law and order approach in the 
ecor.omic field often turns out to be counter-productive. 
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73. There are vanous ways in which such specialisation can 
be promo!ed even in a service which iS, and must remain, that 
of general administrators. In the ICS, the main reliance for 
this purpose was placed on experience. Those who did specia
lised jobs at a relatively ~oung age and did them well were 
groomed and used for higher assignments in those very spheres. 
Secondly, there was provision for study leave and as a rule, 
res officers assigned to the judiciary used it for qualifying 
themselves to be barristers and thus acquiring a knowledge of 
law which enabled them to function succeGsfully as judges on 
the High Court and even to rise to the Supreme Court. 

7 4. Since independence, in the posting of lAS officers, the 
practice of making them specialise in particular areas of ad
ministration seems to have fallen into disuse. Depending on 
where the next promotion opportunity appears, an officer may 
mov" from one department !O ·another, the experience gained 
in one being of little value in the other. On the other hand, 
the number of lAS officers going for specialised courses of 
study, both in India and ubroad, seem to be on the increase. 
But because in the matter of postings not enough consideration 
seems to be given to tl1c specialised k.uowle<lge whicl1 an 
officer may have or lack, all too often it happens that someone 
who has undergone a course in a particular subject never in 
fact deals with the subject ·,n his service carrier. The time, 
effort and money spent on the training thus virtually becomes 
a waste. 

7 5. Senior pOsts to be manned preferably by thoBe with p're
vious experience or specialised knowledge--We would, there 
fore, strongly urge that in filling senior posts in economic 
Ministries, preference should be given to thme who have held 
similar posts at lower levels, whether at the Centre or in the 
States, and/or have studied the subject whether on their own 
or by being sent to a cours~ of training ty g•wernment.. Such 
a policy could extend to senior appointment~ in other spheres 
also, such as administration or social services, or law, order, 
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and security, while at lower levels, the emphasis could and 
should be on general ability, the posts being treated as a train• 
ing ground for acquiring specialised knowledge by working 
under the supervision and guidance of senior officials. If this 
approach is accepted, then its. translation into practice can be 
worked out in detail by the Department of Personnel with 
such outside assistance as may be considered to be necessary. 

76. Proliferation of specialist services.-Having emphasized. 
the desirability of promoting specialisation within services. 
which ab initio consist of what might be called generalists, we 
sho'uid like to comment on the tendency to create new services. 
tc lill relatively few specialist posts. The number of such 
services has grown. As their pay structures are similar and 
often they are recruited by the same examination, a lo~ o!' jea
·lousy and heart-burning takes place in the matter of promotions 
because of inter-service rivalries. Apart from considerations 
of specialisation, one factor which seems to have ied to the 
proliferation of services is the desire of various Ministries to 
have cadres which are under their conlrol rather than of ano
ther Ministry. Once a service has been created, there is an 
annual intUke of recruits, and as they are permanent govern
ment servants, posts and promotion opportunities have to be 
found for them. Without going into the rationale behind any 
of the existing services, we should like to put forward some 
considerations on which a choice can be made between (a) 
forming a service; (b) making ad hoc recruitments to spe::ia
lists' posts; and (c) making arrangements for the existing servi
ces to provide the right type of candidates. 

77. The creation of a new service constitutes a continuing 
!:ommitrnent to recruit a certain number of candidates each 
year and to retain them in government e~ploy, until they 
reach the age of retirement. Unless there 1s absolute surety 
about the need for the particular tYpe of specialist to be sus
tained over decades, the creation of a service may in the event 
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taking a decision to set up a new service, two alternatives shoulll· 
be considered. Firstly, there is the possibility of recruitillg 
people with the appropriate expertise from the open market-
teaching staff of universities and other academic institutions as 
well as business and industr:y both in the private sector and 
the public sector. They can be given a contractual appoint
ment on appropriate terms. No doubt they would have to be 
paid. a higher salary than people who are already in service 
and have gained their training and experience at government 
·expenses rather than on their own. Still the arrangement may 
be more economical for the reasons explained above. AJ,o
thet advantage of such recruitment would be that for many 
!Unds of jobs. the brightest and mo~t qualified candidates may 
well be relatively Young. In many fields people make their 
best contribution in their 30s and 40s rather than in their 50s.· 
If encadred into a servke, considerations of seniority would 
preclude someone who· is exceptionally brilliant being given 
the top assignment. lt is for jobs where both the training and 
experience can best be found within government that specia· 
list services become worthwhile, e.g., in the Railways. Also, 
there are services where it is desirable that candidates ~hould 
have Rained their experience "<!Dd acquired their orientation in 
t!J~ atmosphere and tradttions of public service rather than 
private employ. For this rurpose, reliance on a government 
service would be clearly iuslified. However, here again C<~n
sideration should be gtve.n to the possibility of forming n suh
cadrc o[ people who s;>e<.talise in certain types of. work from 
the existing Gervices rather than creating a wholly new ser
vice. Such a possibility Mmld of course not exist for pc;~ 
which need more of sp~cialised knowledge than of expertise 
based on experience. 

78. Efficiency of clerical personnel.-lt fs worth adding that 
steps l1ave also to be ta~:en to impr.:.vr the efficiency of the 
clencal pcrBCfllnel to make it possible for a smaller number 
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of better qualified, better paid stall', to do the job more eco
nomically ·and efficiently. One step in this direction would be 
to avoid the sharp vertical division of functions at 
subonlmate levels, such -as dmrising, despatch, typing 
and record keeping. A small number of individuals capable 
of combining secretarial assistance to the executive officers
somewhat similar to the role. played by Secretaries in foreign 
bureaucracies and international organisations and even in large 
commercial houses in India-will make the staff formation 
more compact, more efficient, more economical and more con
tented. 

79. Most of the ideas and recommendations embodied in this 
report have been spelt out in somewhat greater detail in oiJr 
earlier reports to some of which we have made reference at 
appropriate places. We ~ell that by ~' tr._r,:ng together th~ di
verse, suggestions in one report, their mutual compatibility <md 
consislency will become clearer, and facilitate a more integ
rated approach towards t<.e reform of ~conomic administration 
in order that the i!nplementation of the Seventh Plan should 
proceed smoothly and speedily. 

80. Conclusion.-P.elore we conclude. we should likr• i.o 
make one general point. Having been set up to propose re
forms in economic administration, the Commission has neces
sarily dwelt on the weaknesses and shortcomings that un
doubtedly are there. At the same time, we do not want to 
leave rh~ impression that the administraw;e system as a whuic 
is lackin(! in t-alent or. dedication. Time and -again. Indian ad
ministrators in the economic field have gained recognition in 
international bodies and conferences and have. on their own 
individual merit, been elected as chairmen or appointed to a 
htgh position in their secretariats. At home, while every lapse 
receives a great deal or publicity in the Press, in Audit Reports 
and in Parliamentary proceedings, there is no dearth of ~uccess 
stories. Projects have been completed without cost and time 
over-runs, particularly, when a task force with adequate dele
gation of authority has been' made responsible for their timely 
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execution. In many a crisis, financial, economic or pertaining 
to national security, civil servants have dealt wtth problems 
with impressive speed and skill. 

81. Yet there is always room for improvement and need to 
re-as.ess and re-adjust policies and procedures evolved in 
.different conditions, in order to meet new challenges. It is in 
this ta5k that we have been engaged. For three years an-a 
more, we have applied ourselves to an examination of the 
.issues referred to us, as well as to. some others which we our
selves considered to be worth studying. Our reports and re
.commendations are in the hands of Government. We hope 
and trust that the decisions taken on them-and even inofe 
the ultimate results achieved-will justify the decision to set 
.up the Commission. 

82. Finally, we set out below a summary of the main con
·Clusions and recommendations of this report. 



SUMMARY OF CONCLUSIONS AND RECOMMENDA
TIONS 

I. This Report outlines the basic approach of the Commis
sion to the reform of economic administration and also sug
gests steps that could be taken to ensure successful imple-o 
mentation of the Seventh Plan. 

(Paragraphs 2-3) 

2. Direct public investment is one of the main instruments 
of planning. Many planR run into a resource problem which 
necessitates the abandonment or postponement of some impor-
1ant projects. This is because at the planning stage, there 
are pressures to enlarge the size of the plan and to squeeze in 
as many large projects as possible. In the process, there is 
over-estimallon of re~ource availability and under-estimation of 
costs. With the ded>ion already taken to concentrate on em
ployment, food and productivity in the Seventh Plan, it should 
be possible to·achieve a good rate of growth with relatively 
low financial investment. Towards this end, a number of sug
gestions have been put forward which are primarily for the 
Planning Commission to take into account. It is further pro
posed that the presentation of the Seventh Plan should place 
greater emphasis on physical targets rather than on financial 
1argets, on output rather than outlaY. 

(Paragraphs 6-12) 

3. To avoid cost and time over-runs, procedures for cJea
-rnnce ot investment proposals should be streamlined and grea-
1er autonomy should he given to public sector enterprises, as 
emphasised in our earlier reports. In addition to financial 
budgeting, there should be performance budgeting. 

(Paragraphs 13-15) 
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4. The Planning Commission should try 'to identify right 
now a number of key projects which would anyhow be inclu
ded in the Seventh Plan so that preparatory action on thelll.. 
could be started, even before the close of the Sixth ·Plan. This. 
would help in their timely implementation. The possibility 
of gwmg slffiilar clearance .to a select range of projects per
taining to the next plan should in future be considered, when
ever the mid-term appraisal is being made. 

5. Tn projects Implemented departmentally, time is often 
lost because it is only after Parliament has passed the budget 
that various necessary preparatory steps' such as. clearance for 
foreign exchange, placing of indents on D.G.S.&D. etc., are
initiated. Completion of projects can be speeded up by tak
ing preliminary action, as soon as the Finance Ministry has 
accepted the project for inclusion in .the budget. 

(Paragraphs 16 ap.d 17)' 

6. In regard to private investment, we have, in this RepOrt,. 
recapitulated many of 'the recommendations made in our ear
lier reports on the subject. Addition~lly, .the following re-· 
commendations have been made:-

(a) The permission to ·mdustrie3 .t0 produce more than· 
their licensed capacity, which was granted when 
the Prime Minister declared 1982 to be the Year· 
of Productivity, has not been extended to all in
dustries. The question of their further extension· 
should be considered. 

(b) Since MRTP clearances often delay the implemen-· 
tation of investmeo:t proposals even after the Li
censing Committee has approved them and since· 
the number of cases requiring MRTP clearance fs 
likely to inc,rease in view of the recent amendments 
to the MRTP Act, the question should be con-· 
sldered whether ·companies coming withiii the ptil:-· 
view of the Act should not be allowed to appTy· 
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f?r MRTP clearance even before applying for 3 
lice~ce under the Industries Act, since the latter 
entails a lot of detailed work which is not needed 
for the purpose of MRTP clearance. 

(c) 'fohe use of industrial licensing for controlling capa
city creatiOn so as to . prevent ·"surplus" capacity 
should, as far as possible, oe discontinued so that 
~ere can be! as suggested in ~he Approach Paper, 
a new pohcy framework With emphasis on effi-

. ciency, competition and modernisation." Towards 
this e!)d, a number of projects can be placed on 
OGL under the Industries Act and in particular, 

there should be_ no restric1tions on capacity. creation 
in industries producing .wage goods, basic raw 
materials or capital goods. 

(d) In regard to location of mdustries iu backward 
areas, less reliance should be placed on industrial 
licensing and more <lll other measures such as 
development ;.>{ infrastructure in tho areas con
cerned as well as fiscal and financial incentives. 

(Paragraphs 20-31) 

7. A major weakness in economic administration is the 
slowness of response. This IS largely due to a steady enlarge
ment of the regulatorY role of Government. The bureaucracy 
is overburdened with relatively petty matters which cause a 
lot of harassment to members of the public. Side by side, 
to- cope with the mounting volume of work, the bureaucracy 
has been expanding from year to year resulting in a steady 
increase in non-plan expenditure and the erooion of resources 
for development. The increase in the staff has led to greater 
complexity of procedures which bas become an additional 
factor contributing to the slowing down of decision-making and 
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the expansion of stall. Against this background, we recom
mend that-

(a) Government should review existing controls to see 
if some, at least, cannot be dispensed with. In 
respect . of such controls as have to be retained, 
the possibility of general exemptions relating to 
the scale or nature of operations should be con
sidered. 

(b) The Government should consider if the directly 
administered controls cannot be replaced by a 
system of indirect impersonal controls through 
taxation and financial incentives as well as by trans
ferring a substantial part of the control functions 
of mdividuaJ Ministries to the financial institutions. 
Ch-anges in ·working methods can also help reduce 
delay• · 

(Paragraphs 32--42) 
8. Another weakness in economic administration · is that few 

decisions can be taken by a Ministry without obtaining the con
currence of many others. This leads to tremendous delays h1 
decision making. As a corrective, we recommend some struc
tur .. ! changes to stieamline and expedite decisions. We sug
gest that the lead-role of the admin-istrative mmistries ;n their 
respective areas should be recognised, and they should be ena
bled to take fimiJ decisions. as far as possible without having to 
obtain the concurrence of every Min'stry /Department or agency 
which may be . concerned with one aspect or .another of the 
matter under consideration. Departments or agencies with spe
cial re~nsibilities in particular fields should mainly Jay down 
guidelines to be followed by other Ministries and not get in
volved in case-by-case clearances. 

(Paragraphs 43-46-) 

. 9. The machiner) for collective thinking and joint inter
ministerial decision making should be strengthened and expan

ded. 
(Paragraphs 4 7-48) 
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"1 0. The acceptance of the concept of lead Ministries Wit!!._"'
enlarged powers and responsibilities would entail comideration · 
of various possibilities to make the system effective as well as 
to erisure that coordination does not suffer as a result. A nurn
:OOr of suggestions have been made with these objects in view, 
which shouid minimize the contacts between officials and the 
public, which are often somewhat irksome to the latter and al£0 
pave the way for single-window clearance which the Prime 

Minister recently emphasized. 
(Paragraphs ~9-58} 

11. Some of the changes referred to above may, ·if ·accepted, · 
~nta.il a reallocation of business among different Ministries" as 

also changes in their staffing. An opportune time for eilibark
.ing on such an ex~rcise would be immediately after the elec
tions, when a new Council of Mini~ters will be sworn in and 
responSibilities allocated among thorn. It may, therefore, be 

advantageous to set up a small working group which, after con
sidering the recommendations. can make more concrete propo
~sls for the Prime Minister's consideration. 

(Paragraph 59) 

12. The present system of movement of files vertically from 
one level to another. originated at a time when it was more e~O;
nomical and just as effective to have the preliminary examination 
of each .case done at lower levels. The position now being 
different, a radical overhaul of the '(iyramidal structure is called 
for. Instead of "level-jumping" which is often suggested as an 
answer to the del,ltys inherent in a hierarchy, we question whe

ther so many levels are really necessary and conclude that fewer 
pos~s at lower level:: and more posts at higher levels would 
:result in economy and improve efficiency. 

(Paragraphs 61-64) 

3. A question on which there seems to be some ambivalence 
in the thinking and practice followed in different Ministries is 
the extent to which specialisation is desir-able among administra> 
tors. It\ some ministries .top pasts are, as a rule, filled by 



specialists in the field, whether or not they belong to any govern
ment service. For certain types of posts, special cadres have 
been created. For the vast majority of posts, inclading those 
ia the economic field, the tendency is to rely on general ad
ministrators. We believe that for filling senior posts in eco
nomic Ministries, ·general administrative ability and experienc.: 
are not enough; some measure of speciallisation, derived from 
experience as well as exposure to specialised courses of training, 
would greatly enhance the quality of economic administratiOn
even without creating anything in the nature of a formal pool, 
as existed in tho past. The issue of specialisation need to be 
sonsidered in a somewhat wider context, as it arises not only in 
economic administration but in other fields of administration 
as welL A measure of restraint is needed in the creation of 
new specialist services. and the possibilities of recruiting ~xperts 
from the open e.:erket. need to be eXamined more fully. 

(Paragraphs 66-77) 

14. In clerical cadres, economy and efficiency can be better 
achieved by having a smaller number of better qualified staff 
diachariinil a wider 1 ange of responsibilities than is the ~ase at 
prenut. 

(Paragr,aph 78) 


