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Chapter 9 
 

Industries In India 
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Industrial sector 
as the ‘prime 
moving force’ 

(PMF)  

For Faster growth 
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Industrial Policy Resolution, 1948 

• First industrial policy statement of India 

 

 

• Decided the model of the economic system (i.e., 
the mixed economy).  
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Major Highlights 
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• Important industries were put under the Central List such as coal, 
power railways, civil aviation, arms and ammunition, defence, etc. 

 

• Industries (usually of medium category) were put under a State 
List such as paper, medicines, textiles, cycles, rickshaws, two-
wheelers, etc. 

 

• Rest of the industries (not covered by either the central or the 
state lists) were left open for private sector investment—with many 
of them having the provision of compulsory licencing. 

 

• 10 year Policy review time 

 



Industrial Policy Resolution, 1956 

• Schedule A: This schedule had 17 industrial areas in which 
the Centre was given complete monopoly. 

• The Industries set up under this provision were known as the 
Central Public Sector Undertakings (CPSUs) later getting 
popularity as ‘PSUs’.  

• Though the number of industries were only 17, the number of 
PSUs set up by the Government of India went to 254 by 
1991.  

• These industries belonged to Schedules B and C (other than 
Schedule A). 
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Industrial Policy Resolution, 1956 
 

• Schedule B There were 12 industrial areas put under this schedule  

 

• State governments were supposed to take up the initiatives with a 

more expansive follow up by the private sector.  

 

• This schedule also carried the provisions of compulsory licensing.  

 

• Neither the states nor the private sector had monopolies unlike 

Schedule A, which provided monopoly to the Centre. 
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Industrial Policy Resolution, 1956 
• Schedule C All industrial areas left out of Schedules A and B 

were put under this in which the private enterprises had the 

provisions to set up industries.  

 

• These 3 classification of industries had an in-built bias in 

favour of government-owned companies (i.e., the CPSUs) 

 

• Expansion of the public sector had became essential feature 

of governance 



• In this policy;  PM Pandit Jawaharlal 
Nehru had termed the PSUs the 
‘temples of modern India’,  
 

 

• The rapid expansion of PSUs 
accounted for more than half of the 
GDP of the economy by 1988–89 
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Features 
 

• Provision of Licencing  

• All the schedule B industries and a 
number of schedule C industries came 
under this provision.  

• Hence ‘License-Quota-Permit’ regime 
(raj) was established in the economy 

• Emphasis was on heavy industries 

• Emphasis on Small Industries and khadi 
and village industries. 

• The agricultural sector was pledged as 
a priority 
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• Aimed at solving the shortcomings of the licencing policy started by 

the Industrial Policy of 1956.  

 

 

• Complaints were received that the industrial licencing policy was 

serving just the opposite purpose  

 

Industrial Policy Statement, 1969 
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• Policies were Inspired by the socialistic ideals and nationalistic 

feelings and resulted into  

 

– exploitation of resources for the development of all; 

– priority of resource exploitation for the industries; 

– price-control of the goods produced by the licenced 

industries; 

– checking concentration of economic power; 

– channelising investment into desired direction 

 

Industrial Policy Statement, 1969 



• The Monopolistic and Restrictive Trade Practices 
(MRTP) Act was passed in NIS 1969 

 

• It intended to regulate the trading and commercial 
practices of the firms and checking monopoly and 
concentration of economic power. 

 

• the redressal of the prohibited and restricted practices 
of trade, the government did set up an MRTP 
Commission. 
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MRTP 
1969 

• Firms with assets of ₹25 crore were under 
obligation of taking permission from the 
Government of India before any 
expansion, greenfield venture and 
takeover of other firms (as per the MRTP 
Act).  

 

• Such firms came to be known as the 
‘MRTP Companies’.  
 

• The upper limit (known as the ‘MRTP limit’) 
for such companies 

 

• was revised upward to ₹50 crore in 1980 
and ₹100 crore in 1985 
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• Classificatory term i.e., core industries was created. 

• Iron and steel, cement, coal, crude oil, oil refining and electricity 

were classified as core industries 

• Industries  were termed as basic industries, infrastructure 

industries in the country. 

• Some industries were put under the reserved list in which only the 

small or medium industries could be set up. 

• The concept of ‘joint sector’ for partnership among the Centre, 

state and the private sector.  

• The government wanted to promote the private sector with state 

support. 

Industrial Policy Statement, 1973 
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• Government of India faced the foreign exchange crunch 

 

• To regulate foreign exchange the Foreign Exchange 

Regulation Act (FERA) was passed in 1973.  

 

• Termed as ‘draconian’ Act ; hampered the growth and 

modernisation of Indian industries. 

 

• Multinational corporations (MNCs) being allowed to set up 

subsidiaries in the country with limited FDIs 
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Industrial Policy Resolution, 1980 

• Revision of the Industrial Policy of 1977; initiated 

• Foreign investment via the technology transfer route was allowed 

again (similar to the provisions of the IPS, 1973). 

• The ‘MRTP Limit’ was revised upward to ₹50 crore to promote 

setting of bigger companies. 

• Industrial licensing was simplified. 

• liberal attitude for expansion of private industries 
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Industrial Policy Resolution, 1985 & 1986 

• Foreign investment simplified 

• The equity holding of the MNCs in the Indian subsidiaries were raised 

• The ‘MRTP Limit’ was revised upward to ₹100 crore—promoting the 

idea of bigger companies. 

• provision of industrial licensing was simplified.  

• Compulsory licensing now remained for 64 industries only. 

• High level attention on the sunrise industries such as 

telecommunication, computerization and electronics. 
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• Modernisation and the profitability in PSUs Industries based on 

imported raw materials got a boost. 

 

• FERA relaxations 

 

• Agriculture sector was focused as new scientific approach with 

many technology missions being launched by the government. 



NEW INDUSTRIAL POLICY, 1991 

Balance of payment crisis- June 1991 

Other Issues 

• Gulf War (1990–91)- the higher oil prices 

• Decline in the private remittances during war. 

• Inflation peaking at nearly 17 per cent. 

• Fiscal deficit at 8.4 per cent of the GDP. 

• Forex declined to just two weeks of import coverage 

• To fulfill’ IMF conditionalities 



• De-reservation of the Industries 

 

• Industries reserved for the Central Government by the IPR, 1956, were 
cut down to only eight.  

 

• At present we have Atomic energy and nuclear research and other 
related activities, i.e., mining, use management, fuel fabrication, export-
import, waste management, etc., of radioactive minerals 

 

• Railways though many functions are now privatized 

 

• De-licencing of the Industries 
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Industries under compulsory licensing 

 

 

• Aero space and defence related electronics 

 

• Gun powder, industrial explosives and detonating fuse Dangerous 
chemicals  

 

• Tobacco, cigarette and related products 

 

 
26 



 

• Compulsion to Convert Loans into Shares 
Abolished 

 

• Compulsion of Phased Production Abolished 

 

• Abolition of the MRTP Limit  

 

• Earlier limit was ₹100 crore for the mergers, 
acquisitions and takeovers  
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• Competition Act 2002, with help of Competition commission provides, 

keeping in view of the economic development of the country,  

 

• for the establishment of a Commission to prevent practices having adverse 

effect on competition, to promote and sustain competition in markets,  

 

• to protect the interests of consumers and to ensure freedom of trade 

 

• FERA was removed 
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DISINVESTMENT 

• Process of ‘selling ownership’ in a company.  

• It’s a private term widely used for government-owned 

company.  

• A tool of public sector reforms; 

• As a part of the economic reform process (i.e., as part of 

the de-reservation of industries); and 

• As a tool of resource mobilisation for budgetary needs 



Types of Disinvestment 

• Token Disinvestment - ‘minority stake sale 

 

• Strategic Disinvestment – to a strategic 
partner 
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Current Disinvestment Policy 

• Public ownership of PSUs to be promoted as they are wealth of nation 

 

• Government should minimum 51 per cent shares in case of ‘minority 

stake sale’; and 

 

• Upto 50 per cent or more shares might be sold off under ‘strategic 

disinvestment’ 
 

• Decision to sell minority stake in the LIC through initial public offer (IPO) 

is among the most significant disinvestment decisions of the recent times. 
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Strategic Disinvestment 

• To be done through consultation among 
Ministries/Departments and NITI Aayog; 

 

 

• NITI Aayog to identify PSUs and advice on its different aspects 

 

• CGD (Core Group of Secretaries on Disinvestment) to consider 
the recommendations of NITI Aayog to facilitate a decision by 
the CCEA (Cabinet Committee on Economic Affairs) and to 
supervise/monitor the implementation process 
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• Phase I: To Minimize the budgetary requirements 

• In the divested PSU itself for upgrading purposes 

• In the turn-around of the other PSUs 

• In the public debt repayment/pre-payment 

• In the social infrastructure (education, healthcare, etc.) 

• In the rehabilitation of the labour-force (of the divested PSUs) 

and 

• In fulfilling the budgetary requirements 

 

Proceeds of Disinvestment: Debate Concerning 

the Use 



National Investment Fund 

36 

• will be used for the proceeds from disinvestment 

• To maintained outside the Consolidated Fund of India. 

• The corpus of the NIF will be of a permanent nature. 

• To be professionally managed 

• to provide sustainable returns to  Public Sector Mutual Funds (they are, UTI Asset 
Management Company Ltd.; SBI Funds Management Company Pvt. Ltd.; LIC Mutual 
Fund Asset Management Company Ltd.). 

• 75 per cent of the annual income of the Fund will be used to finance selected social 
sector schemes, which promote education, health and employment.  

• The residual 25 per cent of the annual income of the Fund will be used to meet the 
capital investment requirements of profitable 
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