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6.0 OBJECTIVES 

After reading this unit you should be able to : 

discuss the meaning of mixed economy, 
explain the various instnunents of mixed economy in India, 
state the reasons behind the adoption of mixed economy, 
highlight the significance of mixed economy in our country, and 
discuss the role of planning in a mixed economy system. 

6.1 INTRODUCTION 

As we read in the previous unit, during the entire period of British rule, though 
certain positive changes were introduced such as growth of road and railway netwgrk, 
development of ports and harbours, establishment of some industries, expansion of 
trade, spread of fonnal education on British pattern in the urban areas and 
development of banking and other services, yet the per capita income of Indians by 
and large, remained static. No structural change took place in the economic and . 
social spheres. India inherited a stagnant economy from the British which was marked 
by abject poverty, empty treasury a d  exploitative soci~ecmomic structure. Thus 
after Independence, the Indian planners had before them a colossal task of bringing 
about planned economic development in the country. India adopted a 'mixed 
economy' model for the attainment of this god  In this unit we will try to explain the 
concept of mixed economy and its significance in the Indian context The unit will 
also highlight the various instruments of mixed economy and the role of planning in a 
-;--A - n - . r  r..s+am 
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Mixed Economy Model and ita 
6.2 CONCEPT OF MIXED ECONOMY Rationak and Slgnllleance 

The term 'mixed economy' is relatively a new term. It hardly appears as a 
systematically evolved economic system in the classical writings of economists, 
political scientists and social philosophers. In popular discourse, we can come across 
this term in many different contexts. The term 'mixed economy' means prevalence of 
public, private and joint sectors side by side in a system. In a mixed economy, these 
sectors play an important role in bringing about development. In some systems one of 
the sectors may predominate, but the fact that these types of sectors coexist is 
sufficient to tern an economy a 'mixed economy'. Thus generally, this term is used 
for any economy in which one can see the coexistence of more than one mode of 
ownership, control and decision-making. 

With the change in the functions of state, widening of welfare activities, success of 
private sector, increase in people's demands and cut throat competition in 
manufacture and sale of goods, mixed economy model has become very essential. In 
a mixed economy system, state-owned means of production are so used as to promote 

4 
social welfare. Privately-owned means of production in such a system serve private 
interests within the norms laid down by the state. The underlying theme of a mixed 
economy is to attain rapid economic development and ensure that no exploitative and 
restrictive tendencies emerge in the economy. In such a system, the state participates 
as an active partner with the private enterprise in the process of economic 
development. 

Thus, we can say that under a mixed economy, the entire economic system in a 
country is split up into three parts : 

i) Sectors in which both production and distribution are entirely managed and 
controlled by the state to complete exclusion of private enterprise, 

ii) Sectors in which the state and private enterprise jointly participate in production 
as well as in distribution, and 

iii) Sectors which are in exclusive and comp4ete control of private enterprise. These 
sectors are subject to general control and regulation of the state. 

6.2.1 Mixed Economy : Is not a Pure System 1 
In actual practice, there cannot exist any pure economic system following one single, 
well-defined set of principles of organisation and management. The Soviet economy 
of the mid 1920s, when planning was centralised and the major means of production 
were under state ownership and control, has been described as a mixed economy. The 

C 
same term is used for that of Great Britain of the 1950% when private monopolies 
predominated the economy despite an extensive system of social security, 
nationalisation of many industries and very active state policies for regulating and 
promoting economic activities. India of mid 1950s, when the public sector had just 

P about made its debut, is described as a mixed economy. India of mid 1980s with the 
public sector contributing almost onequarter of her national income is also described 
as a mixed economy. 

It is clear that there caunot be one definition ofthe term mixed economy. Mixed 
economy is an economy where more than one set of principles of economic 
organisation and management are used at the same time. It means it does describe a 
mixed system but mixtures would be greatly divergent. These Lfferences are not only 
quantitative but may even be qualitative. In some cases state structure and processes 
are predominant and in others it is the private sector with varying degrees of 
concentration of ownership and control that dominates. In some cases it is the market 
forces which determine prices, savings, etc., in others these decisions are made by the 
existing planning agencies with a view to serve some common ends. 

6.2.2 The Mixed Economic Nature of Indian Economy 
It is clear from the preceding section that all the economic systems in which different 
forms of ownership, control, decisiorrmaking and sharing in production can be found 
to be operative in different branches of the economy can be termed mixed economies. 
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Development Steegy  and 
Plannlng 

In this sense it is very difficult to fome across an economy to which the term mixed 
economy may not be applied witll justification. 

I 
Before Independence, the British ad developed a state sector in railways, posts and 
telegraph, irrigation, ordnance fac ! ones and opium industry. The Sindri Fertiliser 
Factory, the Visakhapatnam shipkard and Aircraft factory in Bangalore were set up 
by the British. Thus what we ado ted from the British was already a mixed economy. 
To come to a conclusion, this pro lem can be solved by the fact that an economic 
system has to be described in te 1 s of its most influential and growing forms of 
development of productive forces b d  associated social production relations. Thus the 
economies where private capitalist ownership of means of production prevails in most 
of the dynamic sectors of econom and where production is organi'sed on the basis of t hired factors of production with a iew to sell them in market for earning profits 
would be called a capitalist economy. Same would be the case for describing a 
socialist economy. It means an economy where there is state ownership of means of 
production in most dominant sectors of economy, where the goods are sold on the 
basis of prices fixed by the state and where social justice prevails in place of profit 
motive. 

The presence of a fairly large public sector and use of planning do not eliminate the 
basic capitalist character of the economies of the countries like Sweden, France, 
U.K., U.S.A. etc. In the same way, the use of private and cooperative forms of 
organisation along with the use of market mechanism for some specific purposes does 
not change the essential socialist character of the Chinese and Soviet economies. It is 
the predominant pattern which is decisive in the characterisation of an economic 
system. 

The Indian economy neither has the basic characteristics of a capitalist economy nor 
a socialist economy. In India, the government has consciously, as a part of a well 
thought-out plan, decided to increase not only the promotional and regulatory roles of 
the government, but also to go for direct participative role by setting up or tAing over 
production facilities of a number of different activities. It is further assured that 
overall economy operates according to a national plan. This highlights the mixed 
economic nature of Indian economy. 

6.3 RATIONALE BEHIND MIXED ECONOMY 
SYSTEM 

As we have discussed before, the socic+economic profile at the time of Independence 
was such that assignment of production and developmental tasks solely in the hands 
of private sector or public sector would not have solved any problems. The problems 
such as low per'capita income, large proportion of population engaged in primary 
sector, high birth rate, chronic unemployment and underemployment, low rate of 
capital formation, uneven distribution of income and weaith assets, illiteracy, lack of 
technical know-how, poor quality of human resources, low per capita consumption, 
poor utilisation of resources, etc. made it imperative for the Indian planners to adopt a '  
system which would bring about planned economic growth in a satisfactory manner 
and also be conducive to the cond~t~ons prevailing in the country. The minority of 
feudal lords, land owners, merchants, financiers and industrialists did not have, during 
the fifties, the capacity to discharge the large tasks essential for development. The 
private sector was not even prepared to undertake developmental works in heavy 
capital and essential consumer goods production because of high initial investment 
and long gestation period. Moreover even in the British period the key sectors of the 
economy were in the hands of the state itself. Thus a mixed economy system for 
attaining social and economic development was adopted. 

Government's role in economy is regarded as ,crucial because it can perform various 
functions by intervening in development process. The government can coordinate the 
interrelated development activities and investments in an appropriate manner. State 
sector can take risks beeause it can give preference to social gains over financial 
profit. It can take a long term view and tolerate low profits and financial losses to 
some extent. The state can also prevent the projects which take into view only 
financial gains .and overlook sizeable diseconomies. 
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In a country with limited and lop-sided development, atleast in initial phases, the state Mixed Economy Model and its 

has to play a vital role for reaching the conditions in which subsequent development Rstionaie and Si~niflcance 

may continue. The Indian planners also realised the limitations of the public sector 
and the positive potential of a regulated private sector. Hence neither the public 
sector was made all embracing nor the private sector was reduced to non-significance. 
A well demarcated role was assigned to the private sector under the Directive 
Principles of State Policy, where it has been laid down that the state should strive "to 
promote the welfare of the people by securing and protecting as effectively as it may, 
the social order in which justice, social, economic and political shall inform all the 
institutions of national life." 

In the economic sphere, the state has to direct its policy in order to secure a better 
distribution of ownership and control of material resources of the cornqunity and to 
prevent exploitation of labour and concentration of wealth in the hands of a few. It 
would be impossible for the state to attain these goals implied in the Directive 
Principles unless the state itself enters the fields of production and distribution. This 
explains the ratiotlale behind the deliberate policy of expansion of the public sector to 
promote rapid industrialisation and self-reliance. 

Thus for protection of the weaker sections of the society, control of distribution of 
essential commodities, promotion of infrastructural facilities, prevention of private 
monopolies, prevention of opening of the country to foreign capital, creation of 
egalitarian and just society, reduction of inequalities of income, India needed'a mixed 
econoz~y model with state playing a major guiding role and private enterprise acting 
= important means for achieving social and economic progress in the country. 

Check Your Progress 1 
Note: 1) Use the space given below for your answers. 

2) Check yaw answers with those given at the end of the unit. 

1) Which economy can be termed a mixed economy ? 

e 

2) Why did India adopt a mixed economy model for the attainment of social and 
economic development ? 

6.4 FEATURES OF MIXED ECONOMY 

Before dealing with the significance and growth of mixed economy in India, we must 
familiarise ourselves with various features of mixed economy : 

Large Public Sector 
As we read earlier in the unit, presence of a big public sector along with free 
enterprises makes the character of the economy 'mixed'. In socialist countries, public 
sector plays a major role in almost all the sectors of the economy. Even in the 
western capitalist countries, the state has not only intervened in their economies in a 
big way but has also engaged itself in various productive and distributive functions. 
The developmental role of the state is more pronounced in countries where 
industrialisation has been somewhat delayed. In a mixed economy also the public 
ector plays a very crucial role. 
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Prlvrte Ownemhlp of Means of Production and Profit-Indwed Commodity 
Production 
In many mixed economies as well as in India, at present a large segment of the 
industrial sector is in private hands. With the exception of some basic industries, all 
other industries, for example, cement, vegetable oil, leather, etc. are with the private 
sector. Road Transport is mainly in the hands of private sector. Agriculture is also 
with the private sector. It means most of the goods are produced for the market and 
majority of economic activities are motivated by profit in a mixed economy. 

Declsive Role of the Market Mechanism 
Market Mechanism has a crucial role to play in Indian economy. India has markets 
not only for various products but also for productive factors. Prices of most of the 
commodities and factors of production are determined by interplay of demand and 
supply forces. Prices of various commodities and price fluctuations influence the 
decisions of the producers and techniques of production. Though all banks have been 
nationalised, yet their working as well as business dealings with producers in the 
private sector are generally determined according to the laws of the market. The 
amount of investment and its form is also influenced by the interest rates that prevail 
in the money market Still the market mechanism is not totally out of state control. 
Through licensing,'distribution of essential goods at fair price shops and government 
purchase of agricultural products at support prices, government tries to regulate 
market mechanism in Indian economy. 

Joint Sector 
A joint sector provides a very important avenue for balanced industrial development. 
It complements growth in the public and private sectors. It is an important feature of 
a mixy  economy, it is basically an extension of the idea of mixed economy. It is a 
tool fdr social control over industry, without resorting to complete nationalisation. It 
is needed for an equitable and egalitarian economic growth in the country, it can 
widen the scope of the industrial scenario. In India, the joint sector has yet to make 
its mark in terms of its contribution to economic growth. 

6.5 SIGNIFICANCE OF MIXED ECONOMY 

Mixed economy is needed as it provides an institutional balance between the socio- 
economic forces under whose control and through whose efforts post-Independence 
India has achieved her growth. It mobilises popular support for a state-led, state- 
directed process of capitalist, modernising development of the Indian economy in 
general and impressive growth of industry and agriculture in particular. Growth and 
significance of public and private wctors in a system is an essence of mixed economy. 

6.5.1 Infrastructure Development and the Public Sector 
That part of the economy which functions on the basis of state owned property, forms 
the public sector of the economy. It is an important element in the socio-economic 
structure of society in India. The only national basis for modernising the productive 
forces in the developing countries like India has always been entrepreneurship. This is 
the reason behind the emergence and expansion of public sector in our country. 

There has been an increasing recognition and acceptance of the state functioning as a 
catalytic agent for economic activities in all the core and basic sectors through the 
emerging public sector. For India, government regulation is a direct partner in most 
economic activities and a silent partner in all economic activities. The primary sectors 
came under the control and ownership of government much earlier than the others, 
and covered functions without which the state could not exist and the government 

. could not function The sectors like central banking, treasury and state refinance, rail, 
roads and ports, posts and telegraph are today normally identified with the basic 
functions of the state. These are infrastructural dc ton  and are instrumental to 
economic development. 

In India, the emergence of the public sector gained momentum with the 
~mtionalisation of minerals and metals, industries as well as the oil and petroleum 
sectors. The trend continued with the nationalisation of life insurance and a major 
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portion of commercial banking. It was in fact in the form of the public sector that the Mix* bo 'om~ Model and 

state proceeded to undertake the responsibility for enlarging industrial growth and Ratiooak aad Slgolllaace 

providing capital cover and entrepreneurship. The public sector has grown not only 
under the central government, but also under the ownership of the different state 
governments. 

Public Sector's contribution towards net domestic product has risen, its contribution 
towards capital formation has also gone up. Capacity for labour abcorption in public 
sector has been continuously consistent. Rate of investment and cmital stocks of 
public sector has shown a steady rise. The growth of public sector has laid the 
foundation for rapid industrialisation of the economy by creating necessary basic 
industries. Nearly 85% of needed capital goods are being produced at home as 
against 15% at the beginning of planning era Public Sector activities now cover a 
bulk of important areas of power generation, transport, banking and insurance and 
have been extended to domestic and foreign trade in certain important commodities. 
The role of the public sector is connected with the building of infrastructural projects 
and branches of the economy. It makes for private sector's inadequacy in organising 
research and development, in mobilising financial resources and in utilising new 
materials and methods in production. 

Public Sector is not free from problems. Low or no profits, low morale of its 
personnel political interference, trade unionism, inadequate training and recruitment 
measures for personnel, inappropriate pricing policy, etc, adversely affect the working 
of public sector. Thus, though one cannot deny the importance of private sector, yet 
we still find cases in which public sector undertakes to solve the problem of finance, 
construction, personnel training and raw material supply as well as to attract private 
initiative for the development of backward regions. 

6.5.2 Role of Private Sector 
In the core and basic sector, control has now been largely handed over to the public 
sector, and further growth in these areas is also within the public sector. Nevertheless 

" 

substantial development in basic industries like cemenf fertilizers and iron factories is 
still within the private sector, even though, the commanding heights continue to be 
controlled by the public sectors. 

The larger proportion of the growth of the Gross Domestic Product (GDP) has been. 
contributed by the private sector. In absolute terms, the production of consumer 
goods has gone up. By manipulating production and supply in direct contrast with the 
forces of demand and supply, the private sector has in a large measure also 
manipulated prices and exerted inflationary pressures on national economy. By 
widespread diversion of resources to the parallel economy it has also led to the 
concentration of wealth and inequalities in the distribution of output and income 

I 

thereby inhibiting the national and spontaneous growth of per capita income and 
GDP. 

Still the dominant sector in India that is agriculture is completely managed by the 
private sector. Trading, both wholesaie retail, has always been in the private 
sector. Small and cottage industries in India are in the private sector and they have an 
important role to play in industrial development. They are particularly suited for the 
utilisation of local employment opportunities, as they are labour-intensive. The 
private sector also helps in the effective mobilisation of human and physical capital. 
There is thus tremendous scope for expansion of private sector in India and its 
importance in a mixed economy cannot be denied in any way. 

Check Your Progress 2 
Note : 1) Use the space given below for your answers. 

2) Check your answers with those given at the end of the unit. 

1) Discuss the various features of mixed economy. 
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2 I Expla~rl the role of private sector in a mixed economy system. 

6.6 GROWTH OF MIXED ECONOMY IN J?drs lZ  '& 

The success of mixed economy depends upon the positive growth 01 ; ~k: , : fate 
and joint sectors of the economy. The state's role in mixed economy is cruc~d to its 
growth. The view that the state has to play a key role in rapid industrialisation and 
economic development of the country had gained wide support even during the 
freedom struggle. The Indian National Congress had passed a resolution to this effect 
way back in 193 1, which stated that "the state shall own or control key industries and 
services, mineral resources, railways, waterways, shipping and other means of 
transport". Actual course of action since Independence has, however, been guided 
more by pragmatic than by ideological considerations. As we have mentioned earlier 
in the unit that the limited economic and administrative capabilities of the state at the 
time of independence forced the government to seek the cooperation of the private 
sector in the task of economic development, gradcally the public sector was expected 
to grow not only absolutely but also relatively to the private sector. The private sector 
was expected to play its part within the framework of the comprehensive planning 
mechanism. 

From the very beginning state policy was based on the view that small scale 
industries and a large part of finance and commerce were to be left in the domain of 
the private sector. Even in the domain of big industry, private initiative was not 
totally ruled out. The relative spheres of activity of the public and the private sectors 
were spelt out soon after Independence in the Industrial Policy Resolution (IPR) 
adopted by the Government of India in 1948. 

The thrust of IPR of 1948 was on mixed economy i.e. coexistence of both public and 
private sectors. It emphasised on attainment of social justice through maximisation of 
production Industries were divided into four broad categories : 

a) industries under the exclusive monopoly of the central government. 
b) the industries that could henceforth be undertaken only by the state. 
c) the third category was made up of industries of such basic importance that the 

central government would feel it necessary to plan and regulate them. 
d) a fourth category, comprising the remainder of the industrial field was left open to 

private enterprise, individuals as well as cooperatives. 

The 1948 resolution not only emphasised the right of the state to acquire industrial 
undertakings in public interest but it also reserved an appropriate sphere for the 
private sector. The First Five Year Plan (195 1-56) emphasised the rapid expansion 
of the economic and social responsibilities of the state. It gave a call for widening 
public sector and stressed the fact that private sector must be reoriented to the needs 
of planned economy. 

The 1956 IPR *edified the 1948 IPR a little. The resolution laid down three 
categories of industries, which wee  more sharply defined and were broader in 
coverage as to the.role of the state than the-classification of 1948 IPR These 
categories were : 
s S F ~ P ~ I I I P  A . thnce whirh WPTP tn ha ~lndpr avcl~iaiva rprnnnaihilitv nf the atnta 
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b) Schedule B : those which were to be progressively state owned and in which the Mixed Economy and Its 
Rationale and Significance 

state would generally set up new enterprises, but in which private enterprise 
would be expected only to supplementthe effort of the stab ; twelve industries 
were placed under this category. 

c) Schedule C : all the remaining industries and their future development would, in 
general be left to the initiative and enterprise of the private sector. 

These categories were not water-tight compartments. In appropriate cases private 
units could produce an item in category A for meeting the industry's requirements or 
as byproducts. Further, heavy industries in the public sector could obtain some of 
their requirements of higher components from the private sector while private sector 
in turn would rely for many of its needs on the public sector. Moreover, the state 
reserved the right to enter category C, when the needs of planning required. The basic 
objective of this resolution was to create a mixed economy in India The resolution 
aimed at providing non-discriminatory treatment for the private sector, encouragement 
to village and small scale enterprises, removing regional disparities and provision of 
amenities for labour.' 

- 

The Second Five Year Plan (1958-61) emphasised on the independence of the public 
and private sector. The Third Five Year Plan also aimed at curbing the concentration 
of wealth through the public sector. The Fourth Five Year Plan envisaged the 
emergence of an effective and dominant role of public sector. It called upon the 
private enterprise to assume greater responsibilities towards the community as a ' 

whole. The Fifth Plan stated that the public sector should ensure proper distribution 
of resources to the weaker sections. 

The IPR of 1970 had various objectives like prevention of concentration of economic 
wealth, expansion of production measures and examination of the possibility of 
undertaking short gestation gaps for quick yield of profits by the govemment. The 
1973 IPR aimed at economic growth, social justice and self-reliance. 

The IPR of 1977 emphasised the development of small-scale sector, the basic 
industries, capital goods industries and high technology industries. The resolution 
aimed at developing the public sector. It assigned an expanding role for the public 
sector and recognised the necessity for continued inflow of technology in sophisticated 
and high priority areas. 

The Industrial Policy of 1980 aimed at optimum utilisation of the installed capacity, 
minimising production, correcting regional imbalance, strengthening agricultural base 
and promoting export-oriented and import-substitution industries. 

The Sixth and the Seventh Five Year Plans have also emphasised promotion of 
public and private sectors in a well-defined and properly demarcated spheres.,Thus all 
our plans and Industrial Policy Resolutions have aimed at strengthening the mixed 
economy system in India. 

6.7 PLANNING IN MIXED ECONOMY 

Mixed economy is necessarily a planned economy. Since mixed economy operates 
under divergent and in many situations conflicting set of motivations, the planning 
process in a mixed economy is extremely complex. The conflicting motivations are 
those of self-interest on the one hand and social gain on the other. The purpose of 
economic planning in a mixed economy is to reconcile the conflicting interests so that 
national interest is not neglected. The success of planning in a mixed economy 
depends upon the following factors : 

i) to what extent is the public sector able to pursue the socially determined goals, 
ii) to what extent is the state able to guide the private sector to follow the socially 

determined goals, 
iii) to what extent is the state able to check the distortions in investment decisions 

arising out of private sector interests from going against the public sector. 

It was recognised that in a growing economy which gets increasingly diversified, there 
is scope for both the public and the private sectors to expand simultaneously. The 
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as the key instrument for the economic and social transformation of the country. 
Moreover, the use of resources in the private sector is not left entirely free but is 
sought to conform to national priorities through the instrument of economic planning. 

In a mixed economy, government uses various instruments to bring about planned 
development such as : 

i) Industrial Licensing 
ii) Land Reforms 
iii) Development of Services Sector 
iv) Subsidies and Other Measures like Capital Issue Control, Labour Legislation, Price 

Regulations and Foreign'collaboration Approval System. 

We will now discuss these instruments in brief: 

Industrial Licensing 
The primary objective of the licensing system is to give effect to the industrial policy 
of the government The broad objectives of the system are in consonance with those 
laid for the industrial policy. These are fustly, development and regulation of 
industrial investment and production according to priorities and targets of various 
plans. Secondly, prevention of concentration of economic power in the form of 
ownership of industries and thirdly, balanced economic development of different 
regions with a view to reduce disparities in the levels of industrial development The 
legislative framework for industrial licensing in India is embodied in two different 
Acts. These are (a) Industries Development and Regulation Act ( 1981 ) & (b) 
Monopolies and Restrictive Trade Practices Act (1 969). 

Land Reforms 
The objective of land reforms is to bring about institutional changes to make property 
relations favourable to the tillers of the soil. It aims to remove all elements of 
exploitation and social injustice within the agrarian system. Its goal is to ensure 
quality of status and opportunity to the vast sections of rural population and to 
increase agricultural pduction. The government has sought to bring such reforms 
through measures like abolition of zamindari, tenurial reforms, consolidation of 
holdings and cooperative farming. 

Development of Services Sector 
In the tertiary sector, the mixed economy system has sought to explain the role of the 
state in the provision of various services. For this purpose, a number of 
nationalisation measures have been initiated, beginning with the nationalisation of 
Imperial Bank of India to set up the State Bank of India in 1955. Life Insurance 
business was nationalised in the year 1956. The fourteen major commercial banks of 
the country were nationalised in July, 1969, followed by the nationalisation of six 
more banks in April 1980. Coking and non-coking mines were nationalised in two 
instalments in October, 1972 and January, 1973. The General Insurance business 
has also been taken over by the government Statutory rationing has also been 
introduced in various cities. 

Subsidies 
Subsidies have become an important part of India's economic system. Subsidies to 
exports can be provided indirectly by deliberately running rai!ways etc., at a loss. 
Subsidies on foodstuffs ctc., can keep down the cost of living. Farm subsidies can 
lead to expansion of the output of farm products. Various subsidies like the subsidy 
on land revenue, subsidised industrial housing etc., aim to increase the consumption 
levels of the poor, protect and promote traditional and labour intensive industries, 
foster entrepreneurship, develop small scale industries, set up industrial estates, 
support infant industries, develop backward areas and promote exports and so on. 

Other Imtrumenb 
Government also tries to regulate the private sector through Capital Issues Control. It 
means that corporate sector is required to obtain government's permission for the 
issue of any capital, eqbity, debenture ar bond The& we have Foreign Collaboration 
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Approval System It means that any project envisaging foreign collaboration has to Mixed Economy Model and its 

secure prior permission of the government. Through price regulations also, the Rationale and Significance 

government regulates the private sector, for many commodities, pricing of goods and 
services is under government control. Government is involved in fixation of maximum 

I prices for cammodities etc. The government has also accorded statutory protection to 
I labour through enactment of various laws. 

Government, therefore, has been consistently making efforts to develop the mixed 
economy system in the country. Private initiative and enterprise have been retained in 
all the three sectors viz., agriculture, industry and services. But the state has been 
providing direction and regulation to their economic activity through different 
measures. 

6.8 CONCLUSION 

The experience of the various types of operational control used in India has not been 
very satisfactory. The tendency to excessively rely on administrative control has led 

I, to bureaucratisation, red-tapism and delay. Little progress has been made towards the 
attainment of the socialistic objectives of equality of opportunity and .reduction in the 
concentration of wealth. The better-off sections of the society have mainly benefited 
from the development programmes. Nearly half the population of the country is living 

B below the poverty line. Unemployment has increased. Emergence of black money, tax 
evasion, failure to check increase in prices reflects that the corrective measures 
adopted by the government have not delivered appropriate results. 

Still one need not conclude that mixed economy is not capable of attaining rapid 
economic progress and social justice. The success of progressive measures like land 
reforms, nationalisation of banks, development of basic and heavy industries and 
increase in foodgrains production is indicative of the fact that it is possible to devise 
and implement policies within the framework of the mixed economy. We have laid 
the foundation of a self-reliant and sustained economic growth. Dependence on 
foreign aid has reduced. There has been massive expansion of social and economic 
infrastructure. Mixed economy system is a feasible proposition for a developing 
country like India. Any redesign which may change the relative proportions, power 
and position of the two sectors, cannot possibly change the mixed character of the 
system. 

Check Your Progre88 3 
Note : 1) Use the space given below for your answers. 

2) Check your answers with those given at the end of the unit. 

I 1) Discuss the philosophy underlying the Industrial Policy Resolution of 1956. 

................................................... j 1 . . . . . . . . . . . . . . . . . . . .  

I 2) Explain the various instruments used by the government to bring about planned 
development in a mixed economy. 

....................................................................... : I 
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Development Strategy and 
Planning 6.9 LET US SUM UP 

The mixed economy system can k a powerful instrument for theattainment of 
social and economic development of the country. It has to be seen that efforts are 
made to ensure that the existing inequalities are considerably reduced, distributive 
justice is ma& an integral part of the planning process and suitable institutions are 
created for wider and equitable sharing of the fruits of socio-economic growth. This 
unit highlighted the concept of mixed economy, its rationale and significance. It 
discussed the growth of mixed economy in India and the role of planning in this type 
of economy. An attempt was also made to explain the features of mixed economy in 
the country. 

6.10 KEY WORDS 

Bond : A bond is an investment certificate issued by a government or company which 
shows that you have lent them an amount of money and that they promise to pay you 
a fixed rate of interest. This enables the local holder to redeedencash his bond on 
the stipulated date with the principal plus interest. 

Cooperative Farming : Due to the non-availability of adequate land, it may not be 
possible to increase the size of all small farms. Cooperative fuming thus becomes 
relevant. Fanners with land below the desirable limit can pool their lands and operate 
more efficiently. They continue to be the owners of their land and will share the 
surplus produce as per their contribution of land 

Debenture : Debentures are fixed-interest securities issued by the joint-stock 
companies in return for longterm loans generally ten to forty years. They may be 
redeemed (repayable by the borrower to the holder before the final date) or they may 
be irredeemable. They are a debt for the corporation and do not form a part of its 
capitat 

EQIlitarian Society : Society advocating equality of opportunity for all. 

Equity : Equities or equity shares are the ordinary shares in public limited liability 
companies. The equity share gives a right to a claim on profits after all prior 
claimants have been satisfied. Equity of a company is the value of the net assets as 
represented by the ordinary shares. 

Gestation Period : Period of time taken from the conception or initiation of the 
project till its final completiodproduction stage. While small cottage industries 
may need a few months gestation period, an industrial steel or energy plant may 
require quite a few years gestation period 

Industries (Development and Regulation) Act, 1951 : The chief objective of the 
Act is the development and regulation of Indian industries in a manner benefiting the 
policy of planning, socialistic society and other social, economic or political 
considerations. 

Industrial License : An industrial license is a written permission from the government 
to an industrial unit to manufacture goods specified in the permission letter. 

Inflationary Pressures : Inflation takes place when money incomes rise faster than 
the income earning activities. An economy is under inflationary pressures, when the . 
total effective demand in monetary terms rises faster than the increase in total supply 
of goods and services. 

Market Mechanism : The mechanism by which prices adjust themselves to the 
pressure of demand and supply and in their turn operate to keep demand and supply 
in balance. This is another name for price mechanism. 

Subsidies : A payment by the state to help Industry or Agriculture to protect the 
producers'/growers' interest and thus keep prices down. The system prevailed during 
the British rule. 

Sydem of Land Tenure :,Under this system, there were intermediaries between the 
government and the cultivator. It had acquired different names in different places such 
as zamindars, talukdars, jagirdars, etc. These intermediaries collected rent from 
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cultivators, a part of which used to be handed over to the government as land 
revenue. The abolition of tenures was given topmost priority after Independence. 

Tertiary Sector: In these occupations, only sewices are produced as distinct from 
the primary and secondary sectors in which goods are produced and therefore, tertiary 
occupations are commonly known as services sector. Transport, communication, 
banking, finance and personal services such as the services of doctor, lawyers, 
government servants, etc. are known as tertiary occupations. 
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6.12 ANSWERS TO CHECK YOUR PROGRESS 
EXERCISES 

Check Your Progress 1 
1) Your answer should include the following points : 

Coexistence of more than one mode of ownership, control aad decisio* 
making in aa economy 
An economy where state owned means of production are used to promote 
social welfare 
An economy where state participates as an active partner with the private 
enterprise in the process of development 
An economy where sometimes the market forces determine the economic 
dynamics and sometimes it is the planning agencies which influence the 
economic system 
All the economic systems in which different forms of ownership and control 
can be found operative in different branches of the economy. 

Your answer should include the following points : 
India inherited a stagnant economy fmm the British 
Private sector at the time of Independence was not prepared to perform an 
important role in the development of heavy and basic industries 
Private sector did not have the resources to undertake large economic 
projects which involved high risks and initial investment 
Government can coordinate the interrelated economic activities and 
investments in an appropriate manner and bring about social and economic 
justice 
State can take a long-term view of economy and tolerate low profits and 
financial losses 
Indian planners were also aware of the shortcomings of excessive state 
participation on economic development 
Private sector was thus provided a significant role within the framework of a 
planned economy. 

Check Your Progress 2 
1) Your answer should include the following points : 

Large public sector 

Mixed Economy Model and ita 
Rationale and Slgniflcance 
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Private ownership of means of production and profit-induced commodity 
production 
Decisive role of the market mechanism 
Existence of a joint sector. 

2) Your answer should include the following points : 
Substantial development in basic industries is within the private sector 
Larger proportion of the growth of GDP has been contributed by the private 
sector 
Agriculture is in private sector 
Trading, bath wholesale and retail is in private hands 
Small and cottage industries in India are with the private, sector 
Private sector help in the effective mobilieetim of human and physical 
capital. 

Check Your Progrc~ 3 
1) Your answer should include the following points : 

The resolution of 1956 laid down three categories of industries 
It wjdened the role of the state 
The industries were categorised under three Schedules i.e. A, B and C 
The categories were not water tight compartments, private sectors could 
produce an item in category A and public sector in category C 
The resolution aimcd at providing non-discriminatory treatment for the 
private sector 
It aimed at development of small-scale industries and removal of regional 
disparities. 

2) Your answer should include the following points : 
Industrial Licensing 
Land reforms 
Subsidies 
Development of tertiary sector 
Other measures like Capital Issue Control, Foreign Collaboration Approval 
System, Price Regulations and Labour Legislation. 
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