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PRELIMINARY REPORT
OF THE

INDUSTRIAL PLANNING COMMITTEE

INTRODUOTORY.

"'he Government of Madras, by its G4.O. Ms. No. 2303, Development,
dated 26th May 1947, constituted a Cowmittee consisting of the following
members : —

Chairman.

1. Sri S. PARTHASARATHY, Madras.

Members.

6. Sri Rao Bahadur B. V. NARAYANASWAMY

. Sri P. S. KUMARASWAMY RAJA, M.L.A,
ri b NAvuDpvU, Mudras.

[

3. Sri R. SURYAN’AILAYAVA Rao, Mm.L.c. 7. Sri B. S. SANJEEVA REDDI, Betamcherla,
4. Sri M. ParLamy RajJu, M.L.A. Kurnool district. L n
5. Janab M. MomaMmED ISMAIL, M.L.A. 8. Mr. SamurL Aaron, Pappinisseri, Nort
Malabur,
Secretary.

9. Mr. A, 5. Naix, 1.C.8.

The terms of reference to the Committee are as follows :—

(1) To draw up long-termn and short-term plans for mdustriahization m

this Province, having regard to—
(a) the essential character of the industries ;
(b) the full utihzation of raw materials available in this Province ;
(c) the utilization of the by-products of existing industries; and
{d) the availability of power, transport and labour,

(2) To determine the nature and cxtent of Government assistance that
should be given to such industries and 1 connexion thercewith, to recommend
the establishment of any authority, statutory or otherwise, that should be set
up for giving euch aid or assistance.

(8) To advise on the nature and extent of control which should be exer-
cised by the Goverument over industries especially those that have been given
Government assistance and suggest which industries should be—

(@) State-owned,
(b) State-controlled, and
(c) left to private enterprise.

(4) To report on the working of the State-aid to Industries Act and
recomnmend whether it should be amended, repealed or replaced by any new
legislation.

(5) To advise whether or not any limitation should be imposed on the
distribution of the profits of industries where the whole or part of their finance
‘s contributed by the public.

(6) To report on the merits or otherwise of the existing sys?}ems of
management of industries and recommend whether or not any provision should
be made to ccntrol or alter the existing systems of managements.
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(7) To advise ou the question whether and to what extent labour should
participate wn the profits of industry and whether any conditions should be
imposed on mdustries, that way be started herealter, in the interests of
labour.

(8) And to advise whether it would be necessary for the Government to
set up a co-ordinating authority to render effective assistance to promoters of
mdustries.

2. The Conmunittee held its first meeting on the 20th June 1947, and subse-
quently et on 191y, 21st, 22nd und 23rd July and 6th, Tth, 8th and 9th
August 1947. In the order of reference, it 15 stated : ** The Committee will
complele its investigation as early as possible and will submit interim reports
as soon as the investigation relating to particular problems is completed.”
'The Government say that the final report should be submitted to Government
within threz monthe after the constitution of the Comunittee. Considering
the very wide terms of reference, the Comnuttee 1s of the opimon that it
would not b possible to subinit the final report within three months as con-
teplated by the Government. Normally, only two methods are resorted
to by committees of this kind, to elicit public opinion. One is by the issue
of a questionnaire, and the other is by exammation of witnesses. The Com-
mittee prepared a questionnaire for the purpose of assessing public opinion
in respect of the various problems connected with mdustrial development,
and had the same published in the newspapers  The response {o the ques
tionnaire has not been very considerable, and moreover they afford little
assistance to the Committee in arriving at conclusions. The problems con-
nected with industrial plannung do not readily lend themselves to being
expresged in the form of questions. T'he adoption of the latter method would
involve th> Committee in considerable delay before they can assess public
opinion.  The Committee, therefore. came to the conclusion that a more
satisfactory way of eliciting public opimon is {o submit an interim report on
some of the problems of mdustrial plannmg.  The public would then have
an opportunity of expressing their views on particular problems both from a
critical as well as u constructive angle.

3. The Committee has not been able to cover the entire range of subjects
involved 1n industrial planning or those included in the terms of referenca
within the time at their disposal. For instance, the Comittee has not been
able to draw up long-termm and short-term plans for industralization of
this Province. Before any industrial development can take place in this
Province, it is necessary to arrive at decisions regarding the broad outlines
of industrial policy and to establish conditions which are pre-requisite for
rapid industriahization of the Province. Thev have, therefore, taken up
these questions m the first instance. It is proposed to take up the investi-
gation of the possibilities of particular industries hereafter. The Committee
at one stage entertained doubts whether their labours should not be postponed
to a future date. Soon after this Committee was appointed, the epoch-making
declaration of Hic Majesty’s Government was made declaring their intention
to transfer power to Indian hands.  The future Constitution of Indig is in the
course of discussion, and it is not possible at the time of this report to
ascertain what would be the powers of the Provincial and the Union Govern-
rents in the matter of indnstrial development. After reconsidering the
position, the (‘rmmittee felt that it might be of some assistance to the Govern-
ment if their views on the question of sharing of powers over industries and
industrial development are made known. They have, therefore, devoted some
varagraphs to this question.
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PUEDE

4. The report now submitted by the Commnttee must be considered as &
preluninary report containing the tentative conclusions of the Committee on
the matters dealt with. The Committee do not claim to have exhaustively
dealt with all aspects of the various matters considered by them. 'Their main
purpose at this stage, as already indicated. 15 to outhne some of the problems
connected with industrial planning.

5 The recommendations of the Advisory Planmng Board were thrown
open by the Government of India for public eriticism. Tlus Committee is of
the opiiion that a smilar course should be adopted with reference to this inte-
rim report. They submut that the Government should publish the same inume-
diately and invite public opimon thereon  But this should not meuan that this
Comuuttee would agin have to consider the same subjects m therr final
report. -LT'he Government will be at hberty to refer back to the Committes
for further elueydation any particular matter in the hght of public reaction or
otherwise, or they may straightaway implement the recommendations of the
Committee in the event of thewr being acceptable both to the Governmonv and
the public.

PROGRESS OF PLANNING.

6. Even before the cessation of hostilities, * Plannng ' hay  been
engaging the astention of the Central and the Provincial Governments,
noliticians, dusiralists and economnsts - India. The ultimate objective
Lehind planming s to raise the standard of hiving of the people as o whole,
and to ensure employment for all.  The range of subjects covered by the
planmng schemes embraces all forms of national activity.  These studies
mnto planning have resulted in the publication of several schemes of planning.
Amceng them, we may refer to—

(1) .\ Plan of Econoune Development for India by the Bombay
businessmen,

(2) ** The Gandhian Plan ™" by Mr. 5. N. Agarwal,

(3) The Reports of the National Planning Committee,

(4) The People’s Plan,
. (6) The l{eport.s on Reconstruction Planning by the Reconstruction
Committee of Council,

(6) The Post-war Reconstruction Development Schemes of the Govern-
men' of Madras, and also of the various Provinces,

(7) The Report of the Advisory Planning Board, and

(8) The Reports of the Panel Committees on the various industries.

In addition, several books on planning have been published, and articles
have appeared i various journals m India.  The attempt to evolve a final
plan has been made by the Advisory Planning Board, constituted by the Gov-
ernmeut of India on 26th October 1946, The terms of reference to the Board
were :—

(@) To review the planning that has already been done by the Govern-
ment, the work of the National Planning Comnnttee and other plans and
propisuls for planning ;

(b) to make recommendations n the hght of tlhus review for the
vo-ordination and improvement of planning ;

(¢) to make recommendations as regards objectives and priorities ; and

gd) to make recommendations regarding the future machinery of
planning.
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7. Some of the problemns counected with industrial planning with which
this Committee is concerned, have been fairly and exhaustively dealt with
in the Report of the Advisory Plannng Board.  In his foreword to the
Report, Pandit Jawaharlal Nehru has stated that matters comprised in the
report, are of the highest importance and have a special urgency and that it 15
vital that public opmion should be seized of them, and he winds up by saying
** the publication of the voluine will evoke interest and constructive criticism
from a considerable body of opinion i the country and so contribute to the
solution of some of our major problems.”’  The Report has yet to be accepted
and unplemented by the Government of India.

Scopk AND LIMITATIONS OF INDUSTRIAL PLANNING.

8. The Bombay Plan sets out the priucipal objective of planning as
bringing about a doubling of the present per capita income within a period of
fifteen years from the tune thav the plan comey into operation, and the
authors of the Plan say that the ultimate object of planmng should be
to increase the volume of India’s economic production to the fullest extent
which its natural resources would allow. The Second Report of Reconstruc
tion Planning Council mentions the objective of planning as raising ** the
standard of Iiving of the people as a whole and to ensure employment for all.”
The Report of the Advisory Plannimg Board adopts the above definition and
adds: '* The attaimmment of thus objective requires that the resources of the
country shounld be developed to the maxmmum extent possible and that the
wealth produced should be distributed in an equitable manner. It also
requires a certain degree of regionalization, that is, a dispersal of industrial
and other economic activity, so that so far as the physical conditions permit
each distinct regior of the country may develop a balanced economy.” 1In a
wide sense, all economic activity, whether undertaken by the individual or by
the State, takes place according to plan. The mdustriahst who wants to start
a factory, or expand his factory, or amalgamate with anothef industry, is
doing planning when ke takes decisions on such matters. The planning acti-
vity of the idustrialist is his reaction to the normal forces of his economic
environment. Under the capitalist economy, the need for planning was felf
because (1) of the increasing size of the mdustrial unt calhing for a large in-
vestment of fixed capital; (2) of the growing mstability of demand as a result
of rapid social and economic changes: and (3) of the change in our mental
altitude towards labour which was hitherto being treated as a mere factor in
production without any human aspect. DPlanning by the State started in an
attemupt to deal with these problems of capitahst economy and to introduce
the motive of service to the community in addition to the profit motive already
present. DIlauning may, therefore, be defined as the establishment of an
authority within the State with powers to dictate production programmes
which various industries must undertake. and as ancillary thereto the power
to control the location of industries and to canalize the savings of people into
financing of schemes for the development of the country. The question which
we have to consider before undertaking planning is where the planning by
the industrialist should cease, an¢ where planning by the State should begin.
Until we decide to socialize industries, private initiative should be largely
responsible for the development of all industries, except those which
the Government may, for stratagic or other reasons decide to own and
control. The problem of planning, considered in that light is to ascertain
in what ways the State can help the industrialist either by removing
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the obstacles m the way of starting an industry or by undertuking
constructive work essential to industry but beyond the scope of the individual.
In our opinion, planning in India, at least for some years to come, should be
confined to these objectives. The concentration of economic power along with
political power mn the hands of ruling politicians will result in creating an
authority which cannot be curbed except by other powers of equal or greater
magnitude. Such a state of affairs should be avoided under a capitahstic cco-
nomy though the form of Government may be democratic.  Planning should
be confined to control over production and location of industries.  The control
over production will necessarily involve the licensing of industries and the
giving of directions regarding output and standardization of goods to be pro-
duced. It will enable the State to equalize production and demand, and
maintain price levels. The control over the location of industries will enable
the State to avoid concentration of industries in urban areas with its attendant
evils and will ensure distribution of industries over the entire Province. The
distribution of industrial production must, however, be left in private hands.
The multiplicity of controls exercised by the Government during war tine,
however justified, has resulied in the complete disloeation of the traditional
economic syetem of the country, the restoration of which will take considerable
time. Unless theie are very exceptional reasons, confrol by the State over
distribution should always be avoided.

PoraTicar, ASSUMPTIONS IN PLANNING.

9. The Bombay Plan was based on the assumption ** that the future Gov-
ernment of India will be constituted on a federal basis and that the jurisdiction
of the Central government in economic matters will estend over the whole
of India.”” The National Planning Committee proceeded on the assumption
implied in the resolution of the All-Tndia Congress Committee, passed in May
1929, that * in order to remove the poverty and misery of the Indian people
and to ameliorale the condition of the masses, it is essential to make revolu-
tionary changes m the present economic and social strocture of society and
to remove the gross inequalities.”” Tn the note of the Chairman (Pandit
Jawaharlal Nehru) of the DPlanning Commitice, dated 21st Deceinber 1938,
it i3 stated :—*‘ Thig resolution indicates an approval of socialistic theorics,
but apart from this general approval and some f{urther advances in subsequent
resolutions, the Congress has not in any way accepted socialism.”” No political
assumptions are made either in the Reports of the Advisory Planning Board
or of the Recunstruction Committee of Council. Planning, especially, indus-
trial planning, is compatible with any form of political (fovernment. Planning
has been done under the Communist regime of Russia, under the Fascist
Government in Germany, and under the Democratic Governments in Fngland
and America. Planning is quite consistent with cent per cent private owner-
ship, though, in course of time, it might irresistibly lead towards State owner-
ship. It is, however, essential before attempting planning, to decide whether
it should receive any bias towards socialism. When we examine
the question of nationalization of industries, we find that there is n diversity
of opinion, whick could be avoided if our political objective is definitely
settled. Again, ou attitude towards T.abour, in relation to Industry, will
depend largely «n the question whether the future State is going to be a Demo-
cracy under g capitalistic economy or a Democracy under a socialistic economy.
This Committee is assuming for the purpose of its industrial plan that the
future Government of India will be a democratic Government with a bias
towards socialism, |
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NATIONALIZATION OF INDUSTRIES.

10. In March 1931, the Karachi Congress passed a resolution on economic
programme, with the following clause :—

‘“ The 8tatc shall own or control key industries and services, mineral
resources, railways, waterways, <hipping and other means of public trans-
port.”’

Pandit Jawaharlal Nehru, in April of this vear, in his address to the All-
India Manufacturers’ Organization, said:—

‘“I have no doubt in my mind that in the future structure of our
society, economic enterprise—commercial and industrial—may be more
largely controlled. on behalf of the community than it has been in the past
in India. Some enterprises may profitably be undertaken by consumers
and some by small-scale producers co-operatively in their own interests
Others will have o be owned and ordinarily managed by the State.”

11. The Report of the Advisorv Planning Board refers to the statement of
industrial policy, which was issned by Government in April 1945, giving a list
of hasic indnstries of national importance which might be nationalized ** pro-
vided adequate private capital is not forthcoming and it is regarded as essential.
in the nationtl interests, to promote such industries.”” The list included
important industries such as iron and steel, chemicals and dyes, automobiles
and tractora, and the electro-chemical and non-ferrous metal industries.

12. Tn paragraph 56 of their Report, the Advisory Planning Board remark :
** Broadly speaking, therefore, thinking and plauning in regard to industrial
development has so far proceeded on the assumption that practically the whole
field will be left to private enterprise.””  The Board then comes to the conclu-
gion that at the present juncture it is not desirable for the industrial develop-
ment of the country that the State should assume the ownership and manage-
ment of indnstries. ‘They, therefore. recommend that Defence Tndustries
and ‘‘ anv industry or branch of anv industry which it might he found
desirable to start as a State enterprise. through the reluctance of private
capital to undertake it, shonld® be nationalized. The nationalization of the
following should be considered :—

Coal, mineral oils, iron and steel, motor. air and river transport.’’

18. Tt is exsential to bear in mind the distinction between nationalization
and State cwnership.  Nationalization of industries implies that a class ot
industries within a ecpecified area hecomes State-owned and no scope is given
fo private industries of thal class to exist within that area. Tn short, the
State assurras monopolistic control over a branch of industry within the area.
In the event of {he State owning an industrv, it does not necessarily mean
that private enterprise is completelv eliminated from that branch of industry,
but the State orly becomes jnst another competitor in that branch of industry

14. We agree with the views of the Advisorv Planning Board that it may
not be practicable a+ this stage to initiate a policy of nationalization of indus-
tries on a large <cale. The difficulties in the wav of nationalization are many
To mention only the chief among them. the administrative departments of
the Government have not been organized to undertake the management of
industries.

15. Tor the purpose of considering the question of nationalization, we
think it desirable to classify industries under four heads :—

(1) Defence industries.
(2) Industries connected with the generation of power;
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(3) Industries connected with transport and communications; ard
(4) Industries essential to the economic well-being of the people.

Among defence industries, we would mclude—

Arms and ammunitions of war, military vehicles whether armoured or
not, warships of all kinds, military aircraft., manufacture of chemicals and
appliances solely used in connexion with war, and development of strategio
mines.

Among industries connected with the generation of power, we would
include—

Coal, manufacture of industrial power alecohol, motor and aviation fuel,
kerosene and crude oil, and generation of electricity exceeding, say, 5,000
kilowatts.

Among industries connected with transport and communication, we would
include —

Manufacture of locomotives, automobiles other than motor cars for
private use and Lght industrial vehicles, other mechanically propelled vehicles,
aircraft other than military aireraft, ship-building, manufacture of telephone.
telegraph and wireiess apparatus other than domestic rndio sets and office
appliances.

Among 1ndustries essential to the econonue well-bemng of the people, we
would include—

Tron and steel, cement, textiles, processing of foodstuffs, sugar, heavy
chemicals, fertilizers, electrical machinery, machine tools and agricultural
implements, pharmaceuticals and drugs.

16. Tn regard to the industries grouped under the heading ** Defence
Industries, *’ this Committee is unanimously of the opinion that they should
be completely nationalized, in the sense that thev should be owned and con-
trolled exclusively by the State. In regard to the industries falling under ths
heads 2 and 3, the majoritv of the Committee is of the opinion that, though
there s a strong care for their nationalization, considering the difficulties
which exist in the way of the Government assuming the management of these
industries, the scope for private enterprise should not be ruled out in the
event of the State not taking the initiative to start them. The Chairman
and Dr. B. V. Narayanaswami Navudu do not agree with this view of
the majoritv. Thev feel that the trend of recent thought is that the
responsibility for the development of these industries is on the State.
They, therefore, consider that it is essential that these industries should also
be exclusively cwned and controlled bv the State in the same way as Defetco
Industries. With reference to the industries falling under the 4th head, the
Committee is unanimously of the opinion that full scope should be given for
private enterprise as these industries require a greater degree of technical
skill and managerial ability for their development than other indutries, Bu#,
wherever there is reluctance of private capital or absence of private initiative,
either to under{ake them or to expand them, Government may step in, promote
those industries and may own them either completely or partly or render Stat«
aid. At this slave. it is desirable to examine the constitutional aspects
this question. Under the Government of India Act, 1935, the subjects incor-
poration, regulation and winding up of trading corporations including banking
‘nsurance and finance corporations, are inclnded in the Federal Legislative list.
This means that it will not be open to the Provinces to incorporate any
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statutory body in connexion with such industry except under the Indian
Companies’ Act. For instance, if it is considered desirable that representa-
tives of labour should take part in the management of companies, the
provisions of the Indian Companies’ Act would preclude Provincial Govern-
ments from undertaking legislation to that effect. Under the Canadian
Constitution, the Provincial Legislatures are given the exclusive powers of
legislating with reference to the incorporation of companies with Provincial
objects. General powers to legislate in respect of local works and under-
takings are also given. The respective clauses (Nos. 11 and 10, section 92
of the British North American Act) are given below :—

** Bzclusive powers of Provincial Legislatures.”

Section 92.—** In each Province the Legislature may exclusively make
laws in relation to matters coming within the classes of subjects next herein-
after enumerated ; that is to say,—

Clause 11.--The Incorporation of Companies with Provincial Objects ;

Clause 10.—1.0cal works and Undertakings other than such as are of the
following classes :—

(@) Lines of steam or other ships, railways, canals, telegraphs, and
other works and undertakings connecting the Province with any other or
others of {he Provinces, or extending heyond the limits of the Province ;

‘b) Lines of steam ships between the Province and any British r
foreign country;

(¢) Such works, as, although wholly situate within the Province, are
before or after the.r execution declared by the Parliament of Canada to be

for the general advantage of Canada or for the advantage of two or more of the
Provinces."’

17. We would, therefore, recomimend that Provincial Legislatures should
have the power of legislation regarding the incorporation of Companies with
Provincial objects, and to control the operations of companies within the
Province though incorporated outside the Province provided that in the latter
case the legislation is not repugnant to any provisions of the Central legisla-
tion. The Provincial Legislatures should also have power to lesislate in
respect of local works and undertakings within the respective provinces, which
are not considered essential for control by the centre.

CONTROL BY THE CENTRE OR THE PROVINCES.

18. Under the present constitution, production, supply and distribution of
goods, development of industries, subject to the provisions in the list 1 with
respect to certain industries under federal control are provincial subjects.
During the war, the Government of India were exercising control over indus-
tries under various ordinances. Some of these controls, such as, the
control of capital issues, control over imports of capital goods and exchange
control are still being continued. The prevailing view, however, seems to be
that planning and control of industries should be a Central Subject. The
report of the Advisory Planning Board states (paragraph 51) :

‘“ We are of the opinion that the proper development of large scale
industries can only take place if all political units, whether Provinces or
Btates, agree to work in accordance with a common plan. ®* *
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The alternative suggested is Provincial planning: but the pracuical diffi-
culties in securing a measure of agreement on plans drawn up independently
by « large number of Provinces and States, and in integrating them so as to
form a single coherent plan appear to us to be far greater than those of adjust-
ing a common plan to the requirements of the various units.

19. We should like to make it clear that, should political developments
hereafter rule out a Centre for the whole country m the field of mdustry, the
ideal of common planning should nevertheless be pursued and arrangements
wmade for achieving it by negotiation and agreement amongst ilie various
units. We would, however, add that proper planuing for the industrial
development of the country can only be on the basis of every political unit,
whether a Province or State, having full opportunity for the development of
its resources, employment of its people and investinent of 1ts capital.  The
emphasis, at present, should be on the positive rather than the restrictive
aspects of planning.

20. In the Second Report by the Reconstruction Committee of Couneil,
the question whether plannimg  should be done by the Centre or by the
Provinces is dealt with in a very general way :

““ Although 1nost of the subjects of development are the responsibility
of the Provinces, the present position s not as difficult as might appear.
'There is general agreement as to the measures necessary over a greal part of
the field and for a task of this nature and magmtude a pooling of all resources
will clearly be desirable, if not necessary, and this will inevitably cntail a
considerable degree of co-ordination. Co-ordination is especially necessary in
respect of such subjects as resettlement, industrial development, electric
power, irrigation, road transport and road planmng. Tn cerlain matters
requiring unified direction, it may be possible to set up autonomous authori-
ties with powers of an all-India nature in agreement with Provinces and
States.”’

21. The Advisory Planning Board has enumerated twenty-one industries
wiich should be made the subject of (‘entral Planning. They are

(1) Arms and munitions of war;

(2) Coal:

(3) Iron and steel—Primary production ;

(4) Prime Movers;

(5) Automobiles and tractors;

(6) Aircraft:

(7) Ship-building and marine engineering ;

(8) Other heavy machinery ;

(9) Electrical machinery ;

(10) Machine tools;

(11) Heavy chemicals, fertilizers pharmaceutical and drugs;

(12) Electro-chemical industries ;

(13) Non-ferrous metal industries ;

(14) Rubber manufactures;

(15) Manufacture of telephone, telegraph and wireless apparatus;

(16) Power and industrial alcohol ;

(17) Motor and aviation fuel, kerosene and crude oils ;

(18) Cotton and woollen textiles:

(19) Cement ;

(20) Sugar; and

(21) Vanaspati.
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22. In our opinion, the grouping is too wide and leaves but few industries
for development by the provinces. We have classified under the heading:
** Nationalization of Industries ”’ the industries which might be rationalized
and the industries which might be left open for private enterprise. In our
view, all industries other than those which are recommended for nationaliza-
tion should be subject to planning by the provinces.

23. We shall now examine the arguments both in favour of and agaist
control by the Centre. It may be argued that a uniform policy of industrial
development for India will not be pursued if provincial Governments are to
be allowed to formulate their own plans. The recent instance of the policy
with reference to textiles formulated by the Madras Government may be
cited in support of this argument. Another argument which may be urged
in favour of control by the Centre is that the price level of consumer goods
throughout India can only be effectively maintained if production is subject
to the control of a central authority. The first argument can be met by a
reference to the statements of our leading politicians on industrial policy.
There have been serious divergences of opinion amongst them as regards the
policy of industrialization. It is the conflict in their views that influenced
*his Government to adopt a retrograde policy.

* 24, The next argument however, requires more serious consideration.
Much can be said in favour of a uniform planning policy for the whole of
India. TLe difficulty, however, comes in the application of such a policy in
regard to the development of industries within the provinces. At the outset,
we must point out that we are not dealing with the case of a country where
the optimum of industrial production has heen reached so that any further
development of industries will result in over-production of goods and trade
.depression. One may safely assume that, for the next decade or so, there is
ne danger of over-production of any class of goods and industrial planning
should chiefly be concerned with the problem of augmenting production.
It may be necessary to introduce some measure of control by a Central
authority to prevent over-production only after considerable industrial
development has taken place in India.

25. A factor which we have to take into consideration in industrial planning
is the vastness of the country. When we assume a central planning autho-
rity, we often lose sight of the great distances that separate provinces. Flan-
ning in India should not be so much concerned with the distribution of
industries among the provinces as with the distribution of industries within
a province. If the Madras Province is deficit in cotton textiles, the deficiency
has to be made good within the province itself, rather than by the surplus
production from another province. A planning policy which contemplates
distribution of goods to deficit areas over long inland routes will be to the
disadvantage of the consumer. It might be cheaper to get the goods from
other countries by overland routes than from the neighbouring rrovinces.
Already, the traffic on the inland transportation systems is considerable and
we are experiencing shortage of supplies within a few hundred miles of a
factory.

26. We will now examine the present system of planning exercised by the
Centre to ensure proper production. The Government of India have consti-
tuled several planning Committees to examine the possibilities and proktlems
connected with the development of specific industries. Their reports are now
being made available to the public. In the case of Textile, Vanaspati,
Cement and Sugar Industries, the Government of India have taken certain
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decisions. The decisions involve the ascertainment of the limits of expansion
which should be permitted in respect of each such industry and the distribu-
tion of the industries amongst the various provinces in terms of production.
The Government of India has, so to say, allocated to the provinces their quota
¢t future industrial production. It is left to the provinces to invite applica-
tions from industrialists to establish as many units of industries as possible,
subject to the condition that their total quota is not exceeded. Tl.e allocations
made by the Centre do not generally take into account the peculiar needs of
every province or the eéxport market or any fall in production caused by strikes
and other breakdowns. We do not underrate the importance of the work
undertaken by the several panel Committees. As attempts at an industrial
survey of the country with reference to particular industries, they furnish
very valuable information to industrialists. At the same time, we must not
forget the limitations of such surveys. They are intended to be pointers to
the possibilities of industrial expansion in several fields of industries, rather
than the complete mdustrial survey which an industrialist usnally undertakes
before he thinks of promoting an industry. Tn our opinion, the attempt made
by the State to determine the future demands for specific classes of goods
within the next five yvears can only be more or less arbitrary.  If the assump-
tions should prove incorrect, the response to changing conditions will, in the
case of the State, be necessarily tardyv. Tndustrial produetion must be flexible
if it were to meet the demands of a changing market. Ovdinarily, before
starting an industry in a particular loeality, the private entrepreneur investi-
gates the prospective market for the products of that industry. He is influ-
enced by a greater number of factors than what the Government take into
congideration, suck as, the proximity of markets, the cost of transport, the
cost of production, the availabilitv of experts and technicians and the environ-
mental factors favourable to the industry. We do not think that the Sjute
should assume the responsibilities of the private industrialist. .\pplications
have been made to establish industiries without any previous investigation.
The applicants kave assumed that the Government have made the necessary
investigations. The applications have been treated similar to the cases of
Government calling for tenders to erect a factory at a particular place. The
incentive to start an industry should spring from the industrialist and the
Government may control the development by a system of licensing. Indus-
trial surveys and propaganda should be undertaken by the Government onlv
to assist industiialists and not for arriving at final decisions. Except where
the Government itself is starting the industry, there is no need to determine

the size of the unit, the production quota for the province or its location
beforehand.

27. Let us take the case where the Centre has allocated to a particular
province a certain number of units of industry but the industrialist there
considers the prospects of starting such an industry unfavourable. The result
would be that the deficiency in the estimated total production of India as a
whole will not be made good and it will not be open to any other province to
make good the deficiency. We are, for these and other reasons, in agreement
with the final recommendations of the Advisory Planning Board, namely
that proper planning for the industrial development of tle country can on]x;
be on the basis that every political unit, whether a Province or a State, has
full opportunity for development of its resources, employment of its p:aople
and the investment of its capital. )

28. If the present policy were to be pursued, the provinces do not assume
any responsibility for the industrialization of their territory. We again refer
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to the recent allocations made by the provinces in respect of textile aud
vanaspat: industries. The provinces were naturally content with inviting
applications from industrialists to start the industries and allocations have
been made to the applicants on various considerations, the least of them being
the ability of the applicant to start the industry, the potentialities of the
locality and the economics of the industry. If industrial developient were
to take place in India more rapidly, it is essential that provincial administra-
tors should Le entrusted with the responsibility of industrial planning. It
is only then that opportunities will be open to them to develop an industrial
outlook. The Centre will have no reason to feel helpless, if the provinces
were to be given powers in respect of planning. No province can afford to
pursue a policy which ig not conducive to the interests of India as a whole.
The Central Government will have ample moral autbority to exercise their
mfluence whenever occasion demands it. There 1s always the method of
settling any inter-provincial conflicts in the field of industries by means of
ad hoc conferences.

29. We are, therefore, strongly of the view that the provinces should be
given freedom {o plan and develop industries within their jurisdiction, and
that the powers which they possess under the Government of India Act, 1935,
should be augmented further instead of being taken away from them.

T.oCATION OF INDUSTRIES.

30. The problems connectet with the location of industries have been
examined by the Office of the Fconomic Adviser to the Government of India
and a Memorandum prepared by the office has been published. We are in
full agreement with the policy recommended in it for adoption, which is
quoted below :—

‘“ Broadly speaking, in a country like India it will be extremely danger-
ous for the State to arrogate to itself the right to determine the ljcation of
individual undertakings. The successful conduct of industry from the busi-
ness point of view is of primary importance if India is to achieve the desired
industrial progress. The factors which determine this are of such ever
changing character that, as the Barlow Commission point out, ‘ there is no
reason to suppose that so far as the profitability of industrial enterprise is
concerned, the State, if it should take on itself unduly wide and autucratic
powers of regulation and control of industrial location will be likely in general
{o prove any wiser and to make more farsighted or enlightened choice, from
the point of view of industry, than the generality of those who guide individual
undertakings’.  The majority of the witnesses examined by the Barlow
Commission were, however, in favour of some regulatory action being taken
by the State on national lines and in the national interest.’’

81. Tt is, however, essential to bear in mind a few points in considering
the location of industries. After World War I, there had been a move against
centralization of industries which succeeded in some measure. The results
of World War IT have demonstrated the wisdom of dispersal of industries
both from political and strategic points of view and it is not necessary to
marshal here the arguments for and against centralization. We may safely
proceed on the now accepted view that industries should be dispersed cver the
entire Province. A distinction which has often been forgotten in thig con-
nection is between centralization of industry and the size of the induvstrial
unit. There has been a tendency on the part of the Government to sanction
only smaller units to ensure the spread of industries over the Province. The
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sanctions accorded for the installation of vegetuble ghee plants and spinning
mills are cases in point. In modern mdustrial production, the size of the
unit is an important factor. The economy which could be effected by mass
preduction is not possible 1f an industry has to be split up mto & number of
small units. A small unit will have little chance of competing against a
larger unit though the latter may be situated in anotl:er province or even out
of India. Before sanctioning an industry, therefore, one of the (uestions
which has to be scrutinized carefully is to find out whether the unit sanctioned
is an economic unit capable of competing against similar industries.

32. Again any anxiety to see that every class of industry should be re-
presented in every district should be discouraged. The dispersal of industries
among the various districts must be made on the merits of each district in
relation to the industry.

33. Another point to be considered is whether the relatively great irjort-
ance that is being attached to the location of raw materials or of markets ix
justifiable.  With the development of transport, these factors have ceased to
play, an important part in the location of industries in western countries.  To
cite some oxamples, the iron and steel industries in Kngland, Germany and
America get thewr ore to places where coal is found. In Awmerica, the ores
froon Lake Superior are transported to Connelsville distriet and England
and Germany get their ore from Sweden. Another example of interest to
this Province is the location of the paint industry in Calcutta. The bulk of
raw materials for the paint industry is mined from the Ceded Districts but
the paint itsell is manufactured in Calcutta and is sold m all the markets of
india. Another example is of the paper mdustry. Large quantities of pulp
from Sweden and Canada are exported and paper is made atl places other than
the source of supply of raw materials. Before the war, Japan wag a large
importer of short-staple cotton from India and the products made out »f such
cotton were again bemg imported into India.  The development of transport
facilities, therefore, has minimzed the importance which used to be attached
to the nearness of raw materials and markets i locating an industry,
Provided other facilities for the starting of an industry such ag power, labour
and transport, are available there is no reason why industries should not be
started within the Madras Province capable of competing with «imlar indus-
tries established in other parts of the world. As is said in the Memorandum
on Loocation of Industry ‘‘ while the manner in which the individual enfre-
preneur chooses his location can be described in the form of a few set rules,
the general environmental conditions which determine its choice are capable
«f being considerably influenced by State Action .

34. Some of the difficulties experienced at present in the way of starting
industries may be traced to the non-availability of data about the potentiali-
tien of particular localities. We have elsewhere recommended the e<tabligh-
ment of a Bureau of Information in the Department of Industries where such
information will be available to the public. But more important than the
collection of such materials is the need to impress upon Municipalities and
Panchayats the desirability of preparing handbooks regarding the potentiali-
ties of mdustry within their area. The handbook should also refer to the
facilities which the Municipalities will be able to afford to any industrialist,
to their licensing laws and to the scale of local taxes and rates charged hy
them. Tke District Industries Officers who have been appointed may nnder-
take this work in conjunction with Municipalities and Tocal Boards. We
Lave appended (Appendix V) a sample of advertisements made by local bodies
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in America inviting industrialists to come and start industries within their
area. However wuch the Government may plan, its success can only be
assured 1 people become mdustrially conscious.

LUICKENSING OF INDUSTRIES.

35. In view of our recommendations that except i regard o dustries
counected with defence, communications and generation of power, all other
industries should be left open for plaunmg and control by the Province, it
15 necessary to devise the necessary adwunistrative mackinery by which the
Provineial Government can exercise suck control, which can only be effec-
tively exercised by a system of licensing of industries.  For this purpose, the
I’rovincial Government wmust introduce necessary legislation for waking power
for licensing the starting and expansion of industries. The defimition of
industries *’, in such legiglation, must be restrictive rather than too wide.
1t should not include cottage industries or small-scale industries, say, cnter-
prises requiring less than one lakh of rupees ol capital or mvolving the employ -
ment of less than fifty workers. Again, the term ** expansion ' should also
receive a restrictive meaning. [t must be confined to the addition of units
intended to increase the output of the main product of the industry concerned,
and not any addition for the purpose of improving the process or for the utHi-
zation of bye-products. The legislation should provide for the establishment
of six regional Boards of Industries.  We propose to divide the districts into
the following six regions :—

(1) Vizagapatam, Kast Godavari and West Godavari,

(2) Kistna, Guntur and Nellore.

(3) Kurnool, Cuddapah, Bellary, Anantapur and Clittoor.

(4) Chingleput, South Arcot, North Arcot, Salem. Coimbatore and
Nilgiris,

(5) Tanjore, Trichimopoly. Madura, Tmnevelly and Ramnad.

(6) Malabar and South Kanara.

36. The Regional Advisory Boards may consist of between five to seven
members. They should be nominated by the Governwent from among per-
sons representing industrial, financial and labour mstitutions  within  the
region.  The District Industries Ofticer of the district where the office of the
Regional Board is located shall be the Secretary of the Board. The functions
of the Regional Advisory Board of Industries will be to receive arplications
for the starting and expansion of industries in their area and to forward them
to the Provincial Advisory Board for Industries together with a memerandum
embodying their reasons for or against granting of the licence. It should be
distinctly understood that the Regional Advisory Board of Industries shall
nel have the power to withhold transmission of an application rsceived by
them under any circumstances. The Provincial Advisory Board will be
located at Madras. All the members of the Provincial Advisory Board of
Industries should be nominated by the Government. Tt should consist «f not
less than eleven members, of which six shall be persons representing each of
the six vegions; two officials of the Government—one the Director of Indus-
tries and another not being an official of the Secretariat : three other members
representing financial, industrial and labour interests respectively, who sh: uld
be residents of Madras. The functions of the Provincial Advisory Board of
Industries will be as under :— '

(1) To assume the same functions as the Regional Advisory Boards in
respect of Madras City; '

‘e
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(2) To consider all applications transmitted to it by the various Regicnal
Boards, and make their recommendations thereon to the (overnment;

(8) To advise the Government on any question of mdustrial policy that
may be referred to them.

The Provincial Advisory Board of Industries shall have the power to
co-opt one or more wmembers who are experts m any  particular branch of
mdustry to assist them wkile considering apphications relating  to  such
industries.  All proposals recerved by the Provincial Advisory Board of
Industries from the Regional Advisory Board of Industries should be
forwarded to the Government together with then  recommendations for or
against the granting of a licence. 'T'o ensure the speedy disposal of these
applications, and also to elininate convassmg, we suggest that the Govern-
ment sLall only have power to  withhold the grant of a licence, but shall
not have the power to issuo a licence to an applicant who bhas
not been recommended by the Provincial Advisory Board of ludustries. 1t
is also desirable 1o specify a period of time within which licences should issue
from the Government. :

CONTROL OVER PPRODUCTION.

37. While discussing the scope and limitations of mdustrial planning, we
pointed out that control over production involves, m addition to heensmg of
mdustries, the giving of directions regarding output and standardization of
goods to be produced. The problem to be considered 15, what administrative
machinery should be set up to exercise the control. 'The Government can
exercise a certain measure of control over private mdustries, as they are the
suppliers of power in many cases and as they also exercise, al the present
time, control over distribution of finished products and the supply of raw
materials essential to industries. DBut to exercise satisluctory and effective
control, 1t will be necessary to resort to legislation.  "The industries which
imediately call for =ome measure of control by the Governmment are @ 'lextiles,
Cement, Sugar, Vanaspati and Bulding Materials.  Though the products of
these industries are quite essential to the hife of the community, their present
output and quality happen to be unsatisfactory. In the Textile industry,
especially there ix no standardization in the matter of yarn or cloth.  The aim
of the Government should be to see that as far as possible goods required by
the masses and not merely luxury articles used by the rich, are produced by the
industries in this Province. The shortage of utility varicties required by
the masses can be overcome to some extent if the production of luxury articles
is curtailed. To cite one example, the effects of cloth shortage can be miti-
gated to some extent if mills are required to produce yarn suitable for being
woven into cheap sarees, dhoties and shirtings instead of coatings, upholstery,
printed goods and other costly varieties of cloth. We understand that, the
Ad hoc Commniittee set up by the Government of India has made cortain re-
commendations regarding standardization of cloth and yarn. The report of
the Committee has not vet been made public, but it is understood that it is
being considered by the Government of India with a view to nnplement the
recommendations of the Committee. We do not know what these recom-
merdations are, hut we recommend the immediate establishment of I'vodue-
tion Boards for each of these industries under suitable legislation. Such
Boards should consist of representatives elected by the management of {he
industries concerned, representatives of labour employed in those industries
and representatives of (Government. These Production Boards should have
the power of deciding the quantity and quality of goods to be produced by
the component industries. 1In the event of any component member failing to
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comnply with the directions issued by the Production Board, the Government
sheuld have the power to remove the management of the offending unit and
to assume the management itself or depute other persous to manage according
to its directions. These Production Boards while they may be lmuted in the
first instance to the industries we have enumerated above, may be set up for
other mdustries also whenever the need is felt.

MINERAL RESOURCES oF THE MADRAS PROVINCE.

48. The development of the mineral resources falls within the Provincial
list, except to the extent that their regulation and development under Federal
Control is declared by a Federal Law to be expedient in the public interest.
The Advisory Committee on the Utilization Branch of the Geological Snrvey
of India recommended that there should be central control tkrough a com-
prehensive Act concerning specific minerals. Again, in the second repert on
Reconstruction Planning issued by the Reconstruction ('ummittee of Council,
Government of India, it has been stated—

‘‘ Regulation of mines and oil-fields and of wineral development has
so far remained a predominantly provincial subject. As a plauned and
uniform policy will be more and more necessary in future, 1t 15 propused to
make, in so far as the Constitution allows, a beginmng in this direction by
bringing under central control all mumerals of strategic or key industrial
importance.”’

39. The Govermuent of India proposed to take under central control the
regnlation of mines, oil-fields and the development of wmines by introducing
legislation of two sorts :—

(a) A general law authorizing coutrol over the power to lease including
the terms on which the following minerals are to be worked :

Coal, Petroleum, Mica, Beryl, Chromite, Ilmenite, Sillimanite,
Manganese Ore, Monazite, Rare Earth Minerals, all Uranium .and Tborium
bearing minerals and Piezo Quartz; and

(b) Ad hoc legislation dealing specifically with problems relating to
mdividual minerals of All-India and strategic importance such as Mica,
Petroleum and coal.

The subject was discussed at a Conference held at New Delhi in January
1947. Mr. C. H. Bhabha, the Hon’ble Member for Works, Mines and Power
in the Interim Government in his address to the Mineral Advisory Board on
tlie 10th January 1947 stated :

““ We do not propose to ask for any new legislative power. We wunt
merely to exercise powers which we already possess, but which, unnappily
for the country, the Government of India Lave so far refrained from making
any use of.”’

According to Mr. Bhabha. the subjects which should come within the
scope of the Central Legislation shkould be limited to :

(i) Power to frame rules regarding terms and conditions of future
leases;

(i) Power to modify conditions and terms of existing leases on a suita-
ble and agreed basis;

(i) Application of improved mining methods to ensure conservation
of mineral assets ;

(iv) Control over exports;

(v) Collection and compilation of statistical returns;

(vi) Encouragement of domestic utilisation of ores ;

(vii) Local processing, refining and treatment of ores and ininerals;
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(viii) Providing expert mineral advice and service to all; and
(ix) Carrying on research on mining, fuel research, etc.

But at the conference in Delhi no agreement was reached in respect of
these matters with the Provinces. We cannot say at this stage whether
under the new constitution control over mineral development will be¢ with
the Centre or with the Provinces. -

40. The Geblogical Survey of the Government of India was founded m
1851 by Dr. lhomas Oldham. 'The work done by the Depurtment Las been
very valuable from the pomt of view ot the Science of Geology ; but lrom a
practical pomnt of view 1 did not give much assistance to indusirialists i
starting maustries based on muneral resources. 'L'he Government o lndia,
therefore, decided to cxpand the Geological Department and they have
drawn up a five-year plan early this year for its reorganization to enable it
to take 1ts proper piace along with other scientiic organizations in the
planned economy of this country. Before the war, there were only 27
officers in that department and 1t is now proposed to increase bheir number
to 140. ‘* A small number of juwior othcers will be sent abroad {ur special
training and others will be tramned m several parts of lndia at the beginning
of each seuson. Kor this purpose, traming camps will be opened whero
students from the lndian Universities will be admitted. ln the first year or
two, aduussion will perhaps be restricted to Othicers of the Depariment; but
luter 1t should be possible to permit others to join them so that those who
wish to be employed by private firms or Indian States may also have an
vpportunity of gamning additional experience. As the new functim of ‘the
Department 1s planning for the future, an Advisory Board has been formed
consisting of experts capable of advising on both the short terms and long
term policies for a planned iuture development. This will include the exa-
mining and prospecting of the principal mineral deposite, especially those
that are of immediate importance in connection with the expansion ol the
country’s industries, Among the minerals to be investigated those required
for the expansion of the iron and steel industry, viz., coal, iron ore and
refractories will be given preference. Investigation into the reserves and the
quality of the raw materials required for the glass and ceramic mdustrics
will also be made.”” ‘‘ In addition to the above two industries, in connection
with the industrial expansion of India the following areas which sie likely
to prove important in the future will be mapped in detail aftd prospected by
drilling where necessary.

The Lignite deposits of the Cuddalore areas and other possible occur-
rences along the Madras Coast, the Gondwana area of the Godavari and
such other areas as may appear promising as a result of the geological map-
ping now being carried out by the Southern Circle.” ‘

41. *“ The Geological Department of the Government of India, propose
shortly to set up a Mineral Information Bureau whose main funcfions will
be the dissemination in non-technical language of facts and. correct,infor.
mation relating to Indian minerals, precious metals, gems, migerals., for
chemical industries, industrial clays, sands and miscellaneous mingrals. The
Bureau will advise on the uses and processing of raw minerals and quanti-
tative data on the availability and suitability of minerals for industries. and
will help industrialists by carrying out lahoratory tests and by recommending
technologists for mine survey, geological survey, prospecting. and gpening
up of economic deposits. The Bureau will be under, the. supervision of
Dr. D. N. Wadia who will be assisted by the staff of the Geological Survey
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ndia. The services of the Bureau will be free though small charges may

o levied for special analytical work. A quarterly journal— Indian M}ne-

rals '—will also be published, wkich will contain articles written mainly

in non-technical language on matters relating {o the different aspects of

mineral development in India and short accounts of such developwents ir
otker parts of the world."”

42. ' The Madras Government have approved a proposal for the prepa-
ration of a comprehensive monograph on the mineral industries of India
containing exhaustive surveys of individual industries mn relation to Tndia
and the world giving

(a) a general treatment of the raw materials required for each of the
industries together with their availability and location ;

(b) the different chemical processes that have been developed indicat-
ing those that are most suitable for Indian conditions;

(c) a description of plant and machinery; and

(d) pointers for future development and expansion.

The monograph is to be prepared by Dr. . Gopal Rao, Professor of
Chemistry, Andhra University, after visiting some of the industrial centres
in India and in consultation with the Geological Survey of India.”" The
Committee is not sure whether a comprehensive monograpk as contemplated
by the Madras Government can be made available by an individual investi-
gator. It must be understood that we are not questioning the capacity of
Dr. Gopal Rao to undertake this work. 1In our opmion, such a work can
only be usefully and successfully accomphshed by a survey conducted by a
body of expert geologists and technicians with the necessary equipment at
their disposal because, as is evident from the note on the natural resources
of the Province prepared by Dr. M. S. Krishnan (Appendix II) in most
cases of minerals even the approximate data on the quantities available are
lacking.

43. In 1944, the Government of Madras formulated a scheme for the
formation of a nucleus ol geological staff consisting of one Superintending
Geologist and twenty geologists for work in this Province and addressed the
Government of India in the matter. About the same time, the Director,
Geological Survey of India, had also put up a scheme to the Central Govern-
ment for the expansion of the Central Geological staff. The Government
of India advised the Provincial Government that action on the provincial
scheme be deferred till the proposal of the Director was disposed of by them.
In July 1945, the Government of India approved the proposal of the Director,
Geological Survey of India. It was stated that, under that scheme, 15-17
geological officers would work in Madras during the field seasons of 1945-46
and 1946-47 and that about 20 officers would be working in this Province by
1948, when the Central stafl was fully expanded. In addition, the services
of a Geophysicist and Mining Engineer were to be made available to Madrae.

44. Only nine geologists were, however, actually allotted for work in this
Province during the field season 1945-46. In modification of the prevailing
system of a single officer stationed in Madras being in charge of the entire
geological investigation, ‘* mineral development '’ was separated from ** map-
ping '’ with the result that the Southern Circle was converted into a purely
mapping circle and mineral development was allotted to the development
division with its headquarters at Calcutta. The Government of Madras were
not satisfied with these arrangements. The Government of India were
requested to increase to at least thirteen the strength of the geological survey
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party working m this Province during the field season 1945-46. They were
also requested to arrange to continue the officer-in-charge of the Southern
Circle to be in immediate charge of all geological work in this Province, in
view of the fact that the important duty of the Geological Survey of India was
mmeral development and that 1t was nnportant that the Government of Madras
should be in touch with the officer-in-charge of such work. The Govermment
of India regretted their inability to mcrease the staff for the season 1945-46
but agreed to depute at least two additional geologists during the field season
1946-47. The reply of the Government of India was considered to be con-
ciliatory by the Government of Madras who did not choose to pursue their
scheme for the formation of a separate nucleus of geological stafl for this
Province. The Committee s strongly of the opinion that the requests made
by the Government of Madrasx to the Central Government should be com-
plied with forthwith. We feel that a geological survey is a  necessary
pre-requisite for the proper development of industries in this Province.

45. A reference to the number of leases for each wineral compared with
the total production (Appendix I—Tables T and I will give an idea as to the
present unsatisfactory conditions of numng industry. At present, mining
leases are granted to applicants with little or no qualification, with the result
that there has been no systematic minmg. Lessees of munes have been
content {o extract the crude ore to be shipped out of India and the Government
Lar been content i collecting its royalties. A study of the mineral produc-
tion of this Province given in Appendix I—Table L11 will indicate the extent
and nature of development made so far. No serious attempts have been made
to refine the mmerals. The methods of muning are generally very primitive,
conducted as they are without any machinery or techmcal assistance. Such
haphazard development of wmines will create difficnlties if, at a later stage,
it 13 decided to embark upon scientific and systematic mining. These conside-
rautions must have weighed with the Advisory Planning Board when they
recommmended that State ownership and management of coal, iron and mineral
oils should be considered and that the following principles should be accepted
as the basis of policy :—

(1) Minerals should be owned and exploited by nationals of the country
and not by foreigners. ’

(i) All mineral development should be regulated by Government,
whether Central, Provincial or State.

(i11) In respect of certain minerals, there should be central co-ordination
and regulation in order to ensure their wise utilization in the general national
nterest.

The National Planning Committee passed the following resolution :—

** The mineral wealth of the country belongs to the community collec-
tively. The exploitation of minerals and development of mining and mineral
industries should be reserved exclusively to be carried on as a public
enterprise.”’

46. This Committee is in general agreement with this resolution and the
recommendations of the Advisory Planning Board, and wish to make the
following recommendations :— el

(1) All essential minerals should be nationalized.—'This should only
mean that mining operations which are being undertaken by owners or lessees
should be undertaken by the Government. The processing or réfining of the
mineral or metal may be done by State or private enterprise.- In the latter
ezfmste&as in the case of exports, the State will only assume the role of sellers
o ore. )

24
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(2) All strategic minerals, viz., coal, lignite, petroleum, mica, beryl,
chrumite, ilmenite, sillimanite, manganese ore, monazite, rare earth minerais,
all uranium and thorium bearing minerals and piezo quartz, should be wholly
left to the control of the centre for development.—l'hewr mining and utihiza-
tion will be a matter for negotiation between the Provinces and States on the
one hand and the Central Government on the other.

(3) AUl other minerals including sulphur, gypsum, gold, copper, lead
and silver ores will be under the control of the Irovinces and States.—This
should not mean that each Province should be free to follow its own line of
development which may not fit into a general pattern which is considered
desirable for India us a whole. Ior this purpose, we suggest the formation of
a Central Co-ordinating Board of Mineral Development. 'The Minster in the
Central Government in charge of Mines and the Director-General of Geology
will represent the Centre. Kvery Provincial Government will nommate a
representative to serve on the Board, who need not be a member of the
Legislature.  'The States will be entitled to send representatives on the basis
ol some grouping. The co-ordinating authority will have power to decide on
the assistance to be given to the Provinces or States in the matter of mineral
development. Sucl: assistance may be technical or financial. In the latter
case, their decision will be recommmendatory in the first instance, until it is
sccepted by the Central Government. The co-ordinating authority will
alvise on the mineral policy to be pursued by the Provinces and States and
will endeavour to achieve a certain weasure of uniformity in respect thereof.

(4) Branches or units of the Geological Department of India should be
set up in every Province with lhe necessary equipment and personnel to be
able to take up survey and investigation of mineral resources.

(5) Provincial laboratories should be established where analysis of ores
could be undertaken and rescarches conducted.

(6) The Provincial Governments and Slules should be free to employ
joreign geological cxperts and technicians to supplement any survey or under-
luke investigation of particular minerals in their area.

For the recommendations to be muplemented, it will be necesgary to
hold a conference of DProvincial Governments with Central Government
representatives. Unless sonic measure ol agreement on these matters s
found impossible, we do not recommend the adoption by the Madras
Government of an mdependent mineral policy.

LABOUR AND INDUSTRY,

47. The post-war period has witnessed an epidemic of industrial unrest.
This will be evident from the table in Appendix IV (a) which indicates the
number of working days lost due to strikes and other causes during the years
1944 to 1947. The consequent fall in production, especially at a time when
there is great scarcity of goods, has impaired the economic system of the
country. The table appended (Appendix IV) gives the number of strikes
during 1946, the number of workers involved and the duration of the strikes.
Whatever may be the political causes behind strikes, the economic factors
giving rise to them are the rise in the cost of living and the disparity in.the
incomes of the worker and the capitalist.

48. Fortunately, the legislators of this country are now bestowing serious
attention on the labour problems. Amendments to the Factories Act have
been effected in the interests of labour, and the recent passing of the Tndustrial
Disputes Act is another example of the increasing attention which is being
given to the problem of labour.
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49. We do not propose to deal with the problem of labour in relation to
industry from any political angle which assumes the existence of a classwar
either between capitalists and labour or between organized Government and
disruptive forces. We will assume that the future policy of the Government
of this country will be to secure the establishment of industrial democrdcy,
which has been defined as ‘‘ control of industry by the workers and the
management ; and this means all workers, managerial, supervisory, scientific
and technical ; manual and operative ; answerable only to & higher economic
general staff, which in turn is subject to the Government as a whole.”
(1. W. Agar.) If that ideal is accepted, the aim of organized labour as well as
of Government should be {o maintain for the workers a standard of living
consistent with the national economy. The attitude of labour should, how-
ever, not be that they are not concerned with national solvency. The wage-
level, the price-level and the flow of money, are all linked together. Tt is
possible to raise the wage-level to some extent by cutting part of the profits
of the capitalist. But, if the wage-level is sought to be raised still further,
the price-level must inevitably rise. Tt may lead to closure of industrial
cstablishments and unemployment. There must, therefore, be sanity in wage
demands. We must not forget that in a poor country like India, the largest
consumers of common goods are the poor. The raising of the wage-level
beyond reasonable limits will only result in a rise in the prices of those very
commodities which they themselves largely consume.

50. The policy of linking up wages with the cost of living index is a work-
able solution ; but it has its limitations. A general wage policy cannot satis-
factorily be settled by the study of any one industry or of the conditions
prevailing in any one locality. The nature of the industry, the hours of work,
economic conditions of the locality, have all to be taken into consideration.
The aim of the Giovernment should be to secure for the worker a greater real
wage than a greater money wage. 'This is only possible if (lovernment
assumes responsibilities for providing such social amenities as education,
medical relief, insurance, housing, etc. The Government of India have
passed an Act, called the *‘ Coal Mines Tiabour Welfare Fund Act " (No. 32
of 1947). The object of the Act is mainly to provide housing accommodation
to the workers employed in the coal mines, and in a subsidiary measure to
provide for amenities such as medical relief, public health, sanitation, water-
supply, education, recreational facilities and transport to and from works.
The cost of such measures of benefit to the workers is to be met out of excise
duties collected on every ton of coal and coke. TIf the Provincial Governments
have the authority to decide their policy in relation to labour, we would
suggest that some such legislation should he promoted in this Province, and
made applicable not to any one industry, but to all industries. The revenue
for the fund may be derived by levying a cess in the case of certain industries,
and by a contribution collected from other industrial establishments based
either on the total number of workers employed or as a percentage of the total
wage bill. The advantages of such a central fund would be to ensure @
uniform standard of labour welfare throughout the Prowince irrespective of
particular areas. Tt will also ensure in the long run, the planning of industrial
areas whether in nrban or rural parts on modern lines.

51. In the industrial organizations in Tndia, there exists a rigid line of
differentiation hetween  manacement, exeentive and labour. In western
countries, it would be possible for a man who starts at the botfom ag an
operative to rise to the highest positions of trust and responsgibility in the
undertaking. - The fnadequacy of educational facilities and npporhm'ities bars
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any such career to kim in this country. It is essential that labour should
enjoy educational facilities in the neighbourhood of their houses. The aim
of the industriabst and of the Government should be to eradicate even that
little measure of hostility which now exists between these three groups, and
to inculcate in them the idea that it is only by the co-ordination of these
three groups that the success of the industry and the prosperity of the
country can be achieved. The Industrial Disputes Act makes it compulsory
to have Work Councils. This will undoubtedly help in the promoting of
cordiality between management and labour. The provisions of the Act and
the rules thereunder will be carefully examined by the Committee al a
later stage.

52. Another step which would contribute to creating a real interest in the
mind of the worker in the success of the industry which he serves, is by
enabling him to share the profits of the industry. We would suggest an
mitial dividend on the capital out of the profits, and the redistribution of the
balance of profits, after providing for reserves, between the management,
execntive and labour and the shareholders in certain proportions.

53. Tt is not possible at this stage to do more than mdicate the general
lines of enquiry on this subject.  Tinal proposals can only be made aflor
ascertaining the reactions of industrialsts, labour leaders and the public.

TINANCING OF INDUSTRIES.

54. The growing size of the industrial unit of any major industry calls for
the investment of a very large amount of fixed capital. Tt 15 now becoming
recognized that if mdustrial development were to take place according to
plan, private capital by itself would hardly be sufficient.

55. Madras was the first province to recognize the need to give State Aid
to Industries ; and as early as 1923, legislation was passed, called the ‘* State
Al to Industries Act.”” One of the terms of reference to this Commuttee 1s
to consider the working of the State Aid to Industries Act, and recommend
whether it should be amended, repealed or replaced by any new legislation.

56. The State Aid to Industries Act came into operation on the 27th
December 1923. Originally, cottage industries could not be financed under
it, and so it was amended in 1941, and the Board of Revenue was empowered
to grant loans not exceeding Rs. 500 to promoters of cottage industries. The
main forms of assistance which the Government can give to industries under
the Act are detailed in section 6 of the Act. They are—

(a) by granting a loan;

(b) by guaranteeing a cash credit, overdraft or fixed advance with a
bank ;

(¢) by paying a subsidy in the case of cottage industries for any purpose,
and in the case of any other industry for the conduct of research or the
purchase of machinery ;

(d) by subscribing for shares or debentures ;

(e) by guaranteeing a minimum return on part of capital of a joint
stock company ;

(/) by making a grant on favourable terms of land, raw material, fire-
wood or water, the property of the Crown for the purposes of this Province ;
and

(9) by supplying at concessional rates electrical energy from a source,
the property of the Crown for the purposes of this Province.
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57. It cannot be said that the object of the Act, namely, to accelerate the
industrial development of this Province has been fulfilled to any appreciable
extent by the working of the Act during these twenty-three years,

The assistance given by the Government during the vears 1925-46 is
tubulated below :—

Methods of Aa}lmmcv.
: Guaranteeing Subscribi Mak o
Year. Granting of ogm}:dg_ Paying o Tor shares facoé,rlgb?e“{:&tuo::f
loan, fixed deposit subsidy, eto. a4 or land,' rw material,
with a Bunk. obentures. firewood or water,
RS, RS, RS. RS,

1926 .. . .. 4,604,600 il Nil. Nil. Nil.

1926 .. .. . 18,600 .. ..

1927 .. .. e .. (a) 1,34,469

1928 .. .. . 20,000

19290 .. .. . 21,000 .

1930 .. . . .. .. . .. Leasy for the oxtraction
of soft wood from forests
to East Indin Match
Company, Rajah-
mundry.

1931 . - . 5,600

1982 .. .. .. 48,000

1988 .. .. .. 500

1934 .. .. .. 500

1086 .. .. o ..

1936 .. o .. 60,000 . .. .

1937 .. .. . 1,500 .. .. Concessions  to  Andhra
Paper  Mills, Rafah-
mundry—vide (b) below.

1938 .. .. . 750 .. 108 (¢) 47,850 Nil.

1089 .. B . 12,300 . ..

1940 .. .. . 60,000 (d) 26,000 812 .

1941 .. o o 15,000 . 100 (e) 7,600

1042 .. . . 26,700 .. 600 ..

1048 .. . .. .. 500

1044 .. .. .. .. .. . ..

1046-1946 . . .. .. . (f) 2,00,000

1947 .. .. .. (The Board of Industries sent jts recommendations on applications recelved, and they are

now under consideration of the Government,)

(a) The Carnatio Paper Mills, Limited, Rajahmundry, was given an overdraft of Rs. 1,34,469-8~
Imperial Bank of India. The mills are now defunct. +34:460-8-4 with the

(b) The Andhra Paper Mills, Rajahmundry, were given the following concessions : —

(1) Grant of exclusive rights of cutting and removing bamboos from the Pulusumamidi Range fn the
Rakapallf forests for a period of ten years at an annual payment of Ks. 8,000 (rupecs olght thousand).

(2) Permission to purchase and remove waste paper and press cuttings from Government office
perfod of five years from 18t April 1087 at Rs. 28 per ton. floes for a

(8) Permission to take water from river Godavarl at a concessfonal rate of Rs. |-8-0 per 1,000 cubic yards
for one year.
The affairs of these mills are by by no means satisfactory now.
(c) The following concerns were alded by the Government sub