
AN APPP..f'U SAL ··~F I NDUS TI\.:L ,'U.· £ STATE 
PROGRAHHE FR JM 195?- · TJ.: :-~975 . . 

H. PH..if~ .... DISSERTATIO.W 

lJ 'T. 

K. s. YELhU~UGAN 
C:-O .K ... i-IALE INSTITUT E ·oF t>OLI TI CS 

AND E.CQl'Tt:J;:·UCS , .PUNE 4110:.:>4 



All "PBAISAL OF DIDUSTBI.AL BSTATB 

· PROGBAMMI J'ROJt 1?SJ TO 1915' 

DISSliRfAt'IOlf SUBMITTBD TO '1'RB 
UIIVBIISift' 011' POOl'l.A. IW PART 

FULFILMBJirl " '1118 DKGDB OJ' 
KAST.IR OF PBILOSOPJI!' 

GODALB INSfiTUfB OF POLITICS A BOOlfOMlC:ll 
PUB ltllOOlf. 

MAY 1982 



I .. gratetul to Shri v. s. Pa\Yal'dhan tor his 

exc~ent and •et1cn4ous guidance, but tor whoa this dis­

sertation would not ba"Ye acquired its present ton~ 

I 811 also tbanktul. to tbe aut1lor1 tiea ot tb.e 

Gokbale Iutitute ot Politics and Beonollica, PWJe tor PN• 

"Yiding • v1 tb ali tac1li t1ea, . and tor ottarinc •• a on.a 

year Teacher Fellowship-. 

'Final1y I would like to tbank Shri s. K. J.tbale 

tor efficient tnJing ot the 41ssertauon. 

Gokbale Institute ot 
Polities & Economics 
Pune4UO~ 

(1) 

"k.c;·~ 
K. s~. v.~~ --



CO!TBRTS 

LIS r OF TABLES 

§hapter 

I 

II 

III 

IV 

BIBLI OGR.&PB'f 

IIDUSmiAL LOCA.'l'IOB POLICY 

PROGRESS OF 1KB IBDUS'JBIAL 
BSTATB PROGRAMMI 

PROBLBMS IR THB WOBIIBG OP 
'lBB IDUSTRIAL BSTATBS 

CORCLUSIOB 

(11) 

(1) 

(111) 

1 

19 

S6 

78 

81 



LIST OF TABLES 

Table ~age 
No, ...!!2& 

1,1 Budgetary Allocation of Subsidy llt-

2,1 statewise Number of Estates, Factory Sheds, 21 
Value of Output .and Employmeut 

2,2 Progress of the Estate Progreame During 2if. 
Second Plan 

2.3 Expenditure on Industrial Estate and 26 
Small Scala Industries During First Three 
Plan Periods 

2,lt- Progress of Industrial Estates at the l~nd 27 
of the Second and Third Plans 

. 
2,S Progress of Estates During Annual Plana 38 

2,6 Progress of Industrial Estates Progr8111118 lt.7 
(Government Owned and As sis ted Private 
Indus trial Estates) 

2,7 Progress ot Cooperative .Estates (Fro• Sl 
1964-6S to 1976-17) 

2,8 Number of Cooperative Industrial Estates S2 
(Statewise) During 1964-6S to 1976-77 

3.1 Land Prices in MIDC Areas between 197S 60 
and 1981 

3.2 Statistics of tbe Previous Occupation of 68 
the Entrepreneurs 

3.3 Value ot IIIJ)Ort Licence and Release 72 
Orders Issued to Small Scale and D,O, 
T,D, Units 

3 .... Value of Machines Delivered by National 74 
Small Indus tries Corporation to Small. 
Scale Units 

3-S Gr oupwise Purchase Made by the DOS&D from 76 
Small Scale Indus tries 

(iii) 



QHAPTER I 

JNDUSTRIAL WCATION POLICJ 

The basic aim of India's Five Year Plans from the 

beginuing of tbe Second Plan has been rapid c:levelo:p~~ent 

through industrialisation. The First Plan !lade some advance 

over the pre-plan position in 11ald.ng some financial provision 

for the development of vUl.age and small scale industries. It 

also emphasised the need for setting up an organisation 1n tbe 

Central Government to look attar the problems of village in-
. 

dus tries and for creating favourable C,;;lDdi tiona by the State 

Governments, organisation of social workers md village co­

operatives. The second Plan placed emphasis on 1ndustrialisa.­

t1on through the development of' large and small scale indu­

stries. A larger role was al.so assigned to the development of 

basic industries manufacturing producer goods. This vas intend­

ed to accelerate the expansion of economic and social over­

heads. Increased consumer demand, ste1111ing f'ro11 such invest­

ment expenditure 1n the different see tors of the national 

economy, was to be met substantially by the developlll8nt ot 

village and small scale industries. Thus the emphasis on vUlage 

and small scale industries got strengthened during the Second 

Plan period. 

The small scale indus tries sector was expected to be­

come a maJor link between the rural and urban areas. It was 
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thought that this would bring about the dispersal of indu­

stries in the rural areas and generate more employarent oppor­

tunities because of the relat1'9e labour intensive character 

of these industries. Industrial Estates were emisaged to 

contribute significantly in tbe task or prowotion ot small 

scale enterprises and in the dispersal of industries. In vbat 

follows is a re'9iew of the Policy Measures adopted to support 

the Small Industry Sector and to initiate the Industrial Estate 

Programme since the 195'08 .• 

Industries, big or small, require in adequate measure -

certain minimum basic physical ovel'heads like 4eveloped land, . . 
water, power, roads and colllllunications. A large enterprise, 

by the sheer size of its capital and scale of operation oa 

generate on its own' enough resources to provide for tbes'e 

basic facilities, which result in greater efficiency, larger 

production and profit~. On tbe other hand, a small scale unit 

or even a group of smaLl enterprises cannot afford to arrange 

all these amenities and hence suffers from lack of these fac1-

li ties. so there is a need for an institutional technique for 

provision of these facUi ties. An Indus trial Estate was con­

sidered to be such an institutional technique to provide these 

facilities incl uding factory sheds and/or developed plots to 

a group of small and/or mediwu entrepreneurs at reasonable 

rent or on hire purchase basi~··! The estate acts on behalf or -
the small enter prises to build up the required infrastructural 

facilities . 
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These facilities and, in addition, several otber 

economic overheads like pos t-off1c~ approach roads, banks, 

telephone and other communication links are generally to be 

provided economically within an area by tbe estate. In size 

and costs, such facilities needed in an estate, would not be 

much different from those required by a large enterprise. Tbe 

benefit does not go to one single entrepreneur but to a group 

of small entrepreneurs/enterprises. The estate can also, at 

least in t heory, provide conon production, testing, workshop 

and repair services. A few industrial estates such as Gtd.nci7 

Industrial Estate and the .AIIbatur Estate in T81111 Nlldu would 

be seen to have provided such BDienities. As regards the 

facilities provided in an industrial estate, it is important 

to note that the presence of these !acUities is crucial in 

the sensEt that it makes for the location of small scale in ... 

dustries. 

Thus an industrial ·estate has been defined as "a tract 

or l and, which is sub-divided and developed according to -·a 

compr ehens ive plan for t he use of a e0111111un1 ty of industrial 

enterprises~ •1 According to this, the plan 11ust make detaiL. 

ed provision f or roads, transport facilities and installation 

or utilities i n addition to facilities for the construction 

or factory sheds . To put it differently "an industrial. estate 

is an industrial are a where factories, industrial water, 

1 William Bredo, Industrial Es t ates - Tool for Indu. 
strialisation, Asia Publishi ng House, 1960,_ p.l. 
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electricit.y and transportation are appropriately arranged under 
2 

direct and indirect government assistance." 

According to William Bredo's definition, it is a tract 

of land subdivided and developed according to a comprehensive 

plan. He bad not elaborated further the numerous facilities 

like land, buildings, sheds and infrastructure that are provid­

ed in it. 'l'bis definition conforms to the defin1 tion of an 

•Industrial Par,k' as it is prevalent in the developed countries. 

The definition of the Japanese Delegation goes one step further 

and it has defined Industrial Estate as a place where factory 

sheds together with infrastructure are provided under direct 

and indirect assistance by the govenment. 

It is clear from these defini t1ons that the 110s t rele­

vant point to note is that an industrial estate is a place 

where the industrial enterprises are specifically located 

within the earmarked area with all the required facilities. 

The defin1 tion of the United Nations can be taken as a suit­

able definition. according to which industrial estates are a 

teohnique "to designate a planned clustering of industrial 

enterprises, offering developed sites, pre-built factory 

accommodation and· provision of services and facilities to the 

occupants". 3 It is oomprehensi ve enough to inelude d.evelopDtant 

2 Government of India, Ministry of Commerce and Industrr, 
The Report of the Japanese Delegation on Small Scale Indu­
stries, 1965, p.llo. 

3 The United Nations , Department of Economic and social 
Affairs , Industrial Estate : Policies, Plans and Progress, 
1966, p.4. 



of industrial areas under the purview or industrial estate pro­

gramme in I nd1a. 

Evolution of Industrial Location Policy 

The Industrial Policy Resolution, 1948 ot the Go'Yernment 

or India had outlined the policy regarding small scale 1ndu.. 

stries in tbe following words: 

"Cottage and small scale industries have an illtportant 

role in the national. economy offering as they do scope tor 

individual village or cooperative enterprises and means of 

rehabll1 tation of displaced persons. These indus tries are 

particularly suited for better utilisatiOD of local resources 

and for achievement of local self-sufficiency in respect ot 

certain type of essential consumer goods.•~ 
Subsequently in the First Five Year Plan, several 1•­

portant beginnings were made like the setting up of Khadi and 

Village Industries Board in February 195'31 Handicrafts Board 

1n October 195'2 and Small Scale Industries Board 1n November 

l9S4 etc. The Karve Committee (195'5')5' further expanded on tbe 

theme of the importance of cottage and small industries and 

proyiUed ·the rationale for supporting them on the following 

grounds. 

4 Industrial Policy Resolution April 61 1948, Reprinted 
in thEl Second Five Year Plan, Government of India, Planning 
Commission , New Delhi, 1956, p.~1. 

5' Government of India, Planning Commission The Village 
and Small Scale Industries ( Second Five Year Plan) Committee, 
Report, 1955, pp.l5-lq. 
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1) To avoid as fat" as possible during the Second Plan 

period rurtber technological unemployment' 

ii) To provide in a large measure increased emplOJ1Dent 

opportunities during second Plan through village and small 

scale industries. Being labour intensive, such industries 

would build a structure of modern industries by producing 

consumer goods and mitigating the shortage or these goods; 

iii) It would sene as a basis for an essentially 

decentralised society and for progressive economic develo:p~~ent 
6 at a fair rate. 

In brief, the strategy reeomll8nded by tbe Karve Comllittee 

was as follows: While it vas necessary to accelerate tbe 

process of 1ndustr1al1.sat1on by providing large scale invest­

ment and promotion of capital-intensive industries in the basic 

sector, i t was essential to encourage the growth of small and 

cottage industries, which would take care of the task of ab­

sorpt ion of surplus rural manpowe~. The expansion of mua 

consumption goods indus tries in the organised or modem sector 

should be regulated ( 1f not arrested), so as to provide enough 

roo'llt for the small/cottage sector to 111eet the demand or con­

sumer goods in the ruraL seeto~. In a sense, the rural demand 

woW.d be ear marked (if not reserved) to be fulfilled by the 

small/cottage sector. Thus the modern sector would not en­

croach on t he tradi tional sector • this was the rationale or 

6 Ibid., pp. 1~ , 17 & 19. 
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the "Common Production Prograllme" propagated by the Jt:arve 

committee. This, in turn, would arrest mass migration of sur­

plus manpower to overcrowded urban areas and would make them 

productively employed. 

If such lligration of rural work force was to be arrest­

ed, then it was necessary to think in terms of alternative 

occupations and opportunities in rural areas to emplo7 tbe 

local work force. 1'his is what the Industrial Policy Resolu­

tion (1948) and the First Plan had spelt out earlier in a 

rather limited w~. 

A much Wider role was visualised for the small sector 

in the subsequent Industrial Policy Resolution, 1956 and to 

quote: ttThey provide immediate large scale employment; they 

offer a method of ensuring a more equitable distribut ion of 

national income and they facilitate an effective mobilisation 

of resources of capital and skill which might otherwise remain 

unutilised." 7 It thus highlighted the emphasis on local re­

sources and utilisation of manpower to meet the demand likely 

to be generated in the rural areas. 

The Resolution further outlined the policy regarding 

balanced develop11ent of different areas in the following 

words: " •••• Only by securing a balanced and coordinated 

development of industrial and agricultural econoruy in each 

7 Government of India, Industrial Polley Resolution 195'6, 
April 1956, p.;. 
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region can the . entire c.ountry attain a high standard ot 

living."8 

Thus the policy resolution 1976 made specific •ention 

of the proble• of balanced regional development and high­

lighted the need for dispersal of industrial manufacturing 

activity. It observed that while the overall focus of 

programmes should be on the development or small industries, 

other problems like unplanned urbanisation can be overco•e 

by establishing scattered small centres or indus trial pro­

duction. Here vas the rationale for locational policy in 

regard to small scale industries. Hence it was suggested 

that industrial estates should be started as a 11ajor step in 

meeting the 1ntrastructural requirements or small industry. 

The foregoing can be considered to 'be an authoritative 

enunciation or govemmen.t• s approach on development or small 

industries and on the policy of balanced regional development. 

The various programmes in the subsequent five ye"ar plans de­

rive their Justification and rationale from these polic.y 

statements. 

From the above exaJDiftation of Industrial Policy Res0l11-

tion of 1948 and 1976; the rationale for starting small 

enterprises becomes clear which is basically two told: (1) 

The small units were recommended because they are capital 

light, absorb more labour and make use of local resources~ 

(2) By decentralisation and dispersal or small units an 

8 Ibid., p.6. 



9 

ideal cU·mate f or potential industries including big industries 

can be created. At the same time such dispersal of industries 

hel.Ps to 111 tigate problems of urbanisation like congestion, 

over .. crowding of faetories and tmheal.thy livtng conditions. It 

Widens employment opportunities and scope f~r employment of 

labour close to their locations, end tor utilisation ot loeBll 

regional res~urces and raw materials. 

In order to fully understand the implications ot the 

second objective, first of all the. backward areas in our remote 

industrially backward -regi~;ms must be identified. '!'hereafter 

the charaeteris tic~ or backward area IIIUS t be s tudiei. This 

would facUi tat e the use of proper institutional techniques 

and financial supports that could be providetl. to develop these 

areas. Then ort~y indus trial estates could emerge as a tool of 

dis pening industries. A review of working of the industrial 

estates by the Third Plan Mid Term A·p-praisal (November 1963) 

hr.s indicated that in most cases adequate care and attention 

had not bsen given to proper planning and location of these 

estates in rural areas .. Consequently all states were asked 

to review their schemes and t h at they .should ensure that 1n 

future , estates are located in those rural areat Where essen­

tial f' acili ties ens t in adequate measure. 9 

l"hougb. s uceessive plans stressed the need for balanced 

r egional devel opment, not much was done at the government 

9 Government of Indi a, Planning Commission, Third Five 
Year Plan l.fid Term Apprais al, November 1963, pp. 117-18 •.. 
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level till t he 1970s. For example even in 19'111 Mabaruhtra 

s tate accounted for 16 per cent of the registered factories 

in the country, with a share of over one-fifth in eplo1f!lent. 

Similarly, in 1971 1n the small industry sector, Maharashtra 

State's share 1n the All-India total waa U per cent in tbe 

number of units and 28 pe.r cent in value of output. Even a 

little later in 1973, in Maharashtra, 83 per cent or the 

large and medium scale industries in the state were located 

1n the metropolitan areas. The above description of t he posi-. 

tion 1n Maharashtra is only illustrative. But the position in 

other states was no different. The achievements as regards 
. 

dispersal of industries were thus generally unsatisfactory at 

the beginning of the Third Plan and very 11 tUe progress had 

been registered t ill 1971. 

Recognising the importance ot dispersal of indliS tries 

with a view to reducing regional imbalances, i:he government 

cons t1 tuted first t he Pandey Working Group10 in 1969 tor the 

identifi cation or backward areas. It recommended the follow­

ing crit eria for backward areas, (a) total pe.r capita income, 

(b) per capt ta income cOIIing f.rom i.ndus try and mining, (c) 

number of worke r s in registered factories, (d) par capita 

annual consumpt ion of electricity, (e) l&ngth of surfaced 

10 Goyernment of India, Planning Commission, Repc)rt of 
the Working Group on ' ldentific.ation ot Backward Areas', -
February 1969, pp.~-~, ?,9-10; M.D.Godbole, Industrial Dis­
~rsal Policy in India, Hi malayan Publishing House, 1978., 
pp .• 62- 86. 
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roads in relation to population and the area of the state, (f) 

ratlwB¥ mileage in relation to the population and tbe area of 

the state. On the basis of the above criteria, states like 

Andhra Pradesh, Assam, Bihar, Jammu a: Kashmir, Madhya Pradesh, 

Nagal.and, Orissa, Rajasthan and Uttar Pradesh and all tmioil 

territories (excepting Delhi,. Pondicberry etc.) were clusified 

backward. About 20 to 30 districts were suggested by the 

Pandey Working Group for Capital Inestunt Subsidy (.CIS) and 

other incentives. Actually ·more than 7S districts came to be 

so chosen for Capital Investment Subsidy. 

In practice, the government accepted the Pandey Group 

proposals in principle. In addition, the government adopted 

some other cri taria for identifJing backward districts v1z1 

(i) Per capita toodgrain/coamrercial crops production depending 

on whether the district is predominantly a producer of food­

grain/cash crop; (ii) Ratio of agricultural workers to popula­

tion; (iii) Per capita industrial output (gross); (1v) Number 

of factory employees per lakh of population or alternat1wly. 

number of persons engaged in secondary or tertiary activities 

per la.kh of population; ( v) Per capita consumption of eletri­

city; and (vi) Length of surfaced roads and of railway llile­

age i n r el ation to populatio~. 

The Esti mate Committee (1974-75'>11 later had ob.sened 

that while the Planning Commission suggested that only 

11 Estimat e Committee (1974-75), (Fifth Lok Sabha), Sixt,r. 
Ninth Report, Development of Backward Areas, Lok Sabha s ecre­
tariat, New Delhi, ecember 19~, p. ~. 
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districts w1 tb indices well below the state averages were to be 

considered backward, 1n most states all districts and areas 

with 1n<lices below the state average had been selected to 

qualify for concessional t1nance. In Assam, Himachal Pradesh, 

Jammu a: Kashmir., West Bengal and Madhya Pradesh, same areas 

even a,pove the state averages were selected .as a special case.12 

While adopting the above cr1 ter1a, some states made 

· modifications based on judgement or local circumstances. On 

the above basis,. about 246 districts and· union terri tortes 

except Chandigarh and Delhi were considered eligible for con• 

cessional finance. Under this scheme of concesaional finance, 

entrepreneurs setting up units in industrially backward areas 

were considered eligible for term loans from commercial banks 

and financial institutions at a rate ot interest lower than 

the normal lending rate. 

The Wanchoo Working Group on Fiscal and Financial In­

centives for starting industries in backward areas sublli ttecl 

its report in September 1969. I t stressed the need for proper 

feasibility studies, selection of growth points and made a 

number of recommendations for encouraging the industrialisa­

tion of backward areas and to promote entrepreneurs. Its 

scheme of incentives included the following: 

(a) Higher development rebate to industries l~cated in 

baclntard area.~ ; (b) Exemption from income tax including 

12 Ibid' P· 5' · 
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corporate tax for 5 years_, attar providing for the develo:p~~en·t 

rebate; (c) Exe11pt1on tr011 i•port duties oa plant, component 

etc. 1 "hi Wli ts set up in backward areu; (d) Exe•ptton tro• 

excise duty for a period of 5 years; (e) Exe11ption trOll sales 

tax both on rav materials and from the date or going into 
' . 

production; and (t) TranapGrtation cost for 'f11'11shed products 

should be subsidised for such backward areas as mq be select­

ed in Assu, Nagaland9 Man1pur, Tl'ipura, lfEFA amt' Anda~~~ana.13 
Tbe Central GovemlDeDt requested tbe industrially back­

ward states in 1970. to s-elect tvo districts/areas trom each 

state to be identified as industrially backward and one d.is­

trict/ar~a from each of tlle non•baclarard states to qualify 

tor the Capital Investllent Subsidy (CIS) .. 

Under this scheme with effect troll. August 261 1971,. a 

nev indus trial unit being located in a selected backward · 

district was eligible tor an outright grant or subsidy equi­

valent to 10 per cent of the fixed capital investment botb 

for initial investment and tor expan~io~. Tbe schema v .. 

modified in March 1973 and the ceUing of investment in a 

new proJect or ezpansion progr•me eligible for subsidy vu 
ra1.sed from Bs4150 1akbs to Ra.,1 erore ud the subsidy vaa 

increased from 10 per cent to 15 per cant ot the fixed 

capt tal investments fer projects coming up atter March 197~ .. 

13· Government of India, Planning Coaissio.n, Worldng 
Gro~p on Fiscal & Financial Incentives tor starting Indu.. 
s t ries in Backward Areas , Chaps,. 1,2 & 3, PP.;-16-11.:• 
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Projects with a fiXed capital inYestment of over Rs,l crore 

were also to be considered for grant ot subsidy on select1Ye 

basis subject to a ceUing on subsidy of Rs.15' lakhs. The 

scheme became applicabl.e in 125' backWard dis tr1cts 1D the 

country. 

Tbe data on amount and percentage share ot subsidy re­

imbursed by tbe different states are indicated in Table 1.1. 

Tab1e 1,1: Budgetar,y Allocation of Subsidy 

(Rs .in lakbs) · 
., ......... ._ ............................ _ .. ________ __ 
Year Budget . A•ount sane- Pereentage of a11ount 

provi. tioned & re- sanctioned and rel•bura-
sion 1mbursed ed to budget proY1s1on ---- .. ------ ....... ., ... .. - ., .. __ ., ____ .. ---

1972-73 75'.00 U.76 16 

1973-71+ 100,00 5'8.90 5'9 

1974-75' 4-oo.oo 400.27 100 

1975'-76 5'00.00 600,00 120 

--.------------ ... ------·------ ... --
Total 1075'.00 

Source: K.s.v ,Menon, Development ot Backward Areas Through 
Incentives - An Indian Experiment, Table III,l, 
1979, p.lo6. 
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The operation of the scheme in the final four years re,ealed 

that t he amount of subsidy reillbursed by the Centre to states/ 

financial institutions etc., bad been progresai,e1y increas­

ing. Since the inception a total sUII of Rs. 1070.93 lakhs vas 

disbursed till March 1976. There was a spurt in utilisation 

of subsidy in the later two years. 

The data on amount and perce.ntage share of subsidy re­

imbursed to different states ( gi,en in Appendix Table 1) sbov 

that out of total disbursement, the backward states recei,ed 

Rs.lt-39.97 lakbs (4-1 per cent). 

There was ye.ar to year ,ar1at1on in the percentage share 

of subsidy reimbursed a~~ong backward states. In 1972-73, it 

vas 13 per cent, dropped to 8 per cent 1n 1973-74, registered 

a rise to 49 per cent 1n 1974-75' and declined again to 40 per 
cent in 1975'-76. 

The subsidy reimbursed was unequally shared by backvard 

states. Among them Andhra Pradesh recei,ed 13.2 per cent troa 

the total subsidy. This was followed by states or Rajasthan, 

MEdbya Pradesh and Himacbal Pradesh, which reeeiftd 6.5' per 

cent, 5'.0 per ~cent and lt-.8 per eent eaeh or the total subsidy .• 

Bi har and Orissa received only about one per cent each of tba 

total s11bsidy. Among developed stat es, the top share went to 

Maharashtra (about 21.7 per cent), followed by Tamil Nadu 

(14.4 per cent). Thus the developed states took maximum 

advantage of t he subsidy scheme and backward states had re­

ceived comparativel y less subsidy. 
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There mq be two reasons for this: Firstly, there ma.r bt 

1 ack of information about this seheme among backward areas in 

the backward states. secondly the backward states did not \ 

ha'Ye the requisite industnal climate and ability to attract ; 

new enterprises because of lack of intrutructural facUi ties \ 

like transport, markets etc. Further the delay in reimburse­

ment could also be another inbibi ting f'actor. The toreaot.ng 

account suggests that measures f'or dispersal of industries 

led to further widening of the gap between the developed ad 

the backward states. 

In July 1976, . tbe Govemment of India set up a high 

level co.m1ttee,1~ Which raeoaaended revisions in the pr~ 
. cedures of subsidy reimbursement. It also spelt out as to 

how the . programme could be made more purposeftd and etta ott 'Ye 

in industrially backward areas. 

The Fifth Plan obse!'Yed that ditterenoes among the 

stat es in subsidy reimbursement arose out ot organisational 

and financial strength or these states. The de-veloped states 

could spell out a proper location for their industries and this 

had enabled them to perfol'llt better vis ... vis the other states. 

Wi th the spread ot modem avo-industries in rural areas, the 

ease -for modern small scale industries becomes strong. These 

could also be located in the indus trial estate a .• 

14 Government of Indi a, Ministry of Industry and Civil 
Supplies, Report or the Commi t tee to evolve a s trategy of 
Development Programme for Small Scale In4ustries, New Delhi 
197,, pp~l3,23 • 
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In retrospec~~ndustrial estates would app~ar to be the 

prerequisite tor the implementation or the Industrial LocatioD 

and Dis.persal Policy adopted by the Gowi'Dlllent ot India since 

1970~ The Pandey and Wanchoo Working Group respectively 

identified the backward areas and the 1ncent1 vea needed to 

attract industrial enterprises in tbese areu. Industrial 

estates have to become the maJor tool for achieving tbe task 

or dispersal or industrial Ul'lita and r~r the pro•oUon ot nn 

entrepreneurs in identified baclarard areu. In tbe nezt 

chapter, it is intencled to ezam1ne the srowtb . and pertonance 

ot industrial estates programme in the past 2o-2!$ yean. 



Apptndiz Table ls Stateviae DisbuTWe•ent of Central tnYeatment qubRidy 

f'Ra. -1ft laMia)-

- • Stit;t0nl~ - - i972:7J - • - -1973-~- • • - i9~7~ - • - •197$.76• • • - - ·Totil- - -
teJT1t017 --------- -------·------ ------------- ------------- ----------AltoUDt ~ aount ~ Altount ~ Allount ~ AltoUDt ~ ------ ------------ -----------------------------

1. Andbra 61.47 15'.0 79.67 13.26 1lt1.14 13.2 
Predeeb 

2 ...... 2.5'0 a..o 2.30 1.0 18.5'5' 3.09 23. 35' 2.2 

3• B1hal" 12.7lt 3.0 1.99 0.33 14.73 1.4 

a.. Oujal"at 0.5'6 1.0 15'.26 4.o 73.42 12.24 87.24 8.2 

5'. BU'y.na 12.61 2.10 12.61 1.2 

6. Bl•aobal 
Pred .. b 23.67 6.0 28.42 a... ?It 5'2.09 a... a 

1. Jun A 
Xuh1111' 2.5'9 o.a.3 2.5'9 0.2 

8. IC&I"Dataka 10.25' 67.0 18. 35' 5'.0 14.98 2.5'0 a. 3. 5'6 4.1 

9. ICerala 29.84 7.0 28.30 4.72 29.84 2.2 

10. Mlldh)-a 
Predeab 12.76 3.0 40.86 6.81 5'3.62 5'.0 

u. Meharuhtra 48.11 82.0 83.08 21.0 101.22 16.81 232.61 21.7 

12. Man1pur o.18 2.0 0.18 

13. Meghal.~a 5'. 95' 2.0 3.67 0.61 9.62 .9 

14. N agal.and 3.77 1.0 3.77 o.4 

15'. Or1 .. a 9.84 2.0 1.68 0.28 11.5'2 1.1 

16. Punjab 0.5'9 1.0 11.11 3.0 22.06 3.68 33.76 3.2 

11. Rajutban 1.33 11.0 2.31 a...o 35'.67 9.0 30.40 s.a..o 69.11 6.5' 

18. T .. u lfedu 4.5'7 8.o 44.65' u.o 1olt..73 17.46 15'3.95' 14.1t 

19. Uttal" 
28.39 Predeab 7.0 7.5'9 1.2'1 35'.98 ).It 

20. Weat Ben1al 0.18 1.40 5'.60 0.93 7.18 0.1 

21. oa!D an 
aD u 1.40 0.23 1.40 o.1 

22. Pond1cbe1'J7 o.os 0.19 0.03 0.2'1 

- ------ ------------------ ----------------- -----
Total 11.76 100.0 5'8.90 100.0 '+00.27 100.0 600.00 100.00 1070.93 100.0 
Share of 
BIICkvud 
Stat e a 1.Sl 13.0 4.89 .o 196.5'6 49.0 237.01 39.5'0 .. 39.97 .. 1.08 

--- ------- - -- --- - ---- ------ ------ --------------
hmsl K. s . v . Menon Dnel.oPROt ot Backvud A.reu roqb Incent.lna - AD Indhn X'xperlJtent, 

1979, pp.1 09. 



CHAPTER II 

PROGRESS OF 'JliE .TRIAL 
· ESTATE PROGR · 

Programme 

Tbe Industrial Estates Progr8lllH, as it exists, to-da;r 

reflects an impressive growth. The nu11beJ' ot tamctioning 

estates rose tr&m a mere S2 in March 1961 to ~SS estates by 

March 19'14. During this period the output in value tel'llls 

rose troiJl Rs.7 crores to Rs.202.2S erores; direct ••Plo.vment 

attorded by the eS'tate enterprises moved trom 13,lt-OO persons 

to about 2.19 lakhs persons. 

( New patterns or industrial estates emerged - the eo­

operative, functional and assisted private estates, in addi­

tion to the existing pattern or general purpose estates_,) By 

March 19?4, there were 9 functional estates 1D states like 

Andbra Pradesh, Gujarat, Tamil Nadu, Punjab etc. 'nlere were 

only two ancillary estates promoted by public sector under­

takings in 197l+. The foregoing account only indicates that 

the industrial estate programme is well diversified. 

This does not mean that the programme is tree from 

short-coDlings experienced as early as 1n 19SS• Most or the 

estates continued to suffer from chronic problems viz. non­

utilisation ot sheds, lack of working capital, absence ot 

19 
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infrastructure, lack of good entrepreneurs and above all the 

absence of a proper location policy. 

The progress of industrial estates as between different 

states and union territories is illustrated 1n Table 2.1. In 

the table, ranks are assigned to the different states and union 

territories for the number of functioning estates, number of 

sheds completed, value of output in the year 1973-1~. and the 

number of persons emplo,ed as on March 1974. The cumulative 

rank totals indicate relative perfonance of these states and 

union territories. 

Two findings . are self-evident from Table 2.1. The states 

of GuJarat, Maharashtra, TaDd.l Nadu, .Andhra Pradesh, Uttar 

Pradesh, Punjab respectively record low cumul.tive rank iii-
Gt~ 

plying their superior performance. The p1!9p811lle of Assam, 

Orissa, Rajasthan and West Bengal and all union territories 

excepting Delhi register high CWDulat1ve ranks, it means that 

their .performance is poor. 

The s econd point is that 1D absolute terms a very vide 

dispari t y was noticed in the performance of the states. Tbe 

number of estates functioning varied from 1 (Dadra-Nagar 

Havel i and llagaland) to 73 (Gujarat)._ Sheds utilisation 

varied from ll (Nagaland) to 3,227 (GuJarat). Output pro­

duced by states and by the union territories ranged trom Rs.lO 

lakhs (Tripura) to Rs. 101 crores (Gujarat) and the range of 

employment was from 54 (Nagaland) to 48,304 ( Gujarat). .All 





these point out considerabl.e inter-state variation 1n the 

growth or the industrial estates. Now against this perspec­

ti ve, an att empt is made 1n this chapter to review tbe pro­

gress and develop~~ent of indus trial estates from 195'0-5'1 up to 

1974-75'. The narration is divided into two periods. Period 

I covers the period upto the end of Third Plan. Period II 

relates to the period after 1966-67. 

Industrial Estates During Phase I 

The programme of industrial estates as a tool for 

developing small industries vas first adopted in India bJ' the 

Small Scale Industries Board at its meeting held in Januai'J' 

195'5'. This was endorsed subsequentll' 'bJ' the Village and Smal.l 

Scala Industries Comlli ttee 1n October 195'5'.1 The first indu­

strial estate was started at Rajkot in Gujarat. The actual 

work was started 1n September 195'5', wben the first shed came 

into existence. 

A loan of Rs .• 5'8 lakhs and a grant of Rs.0.49 lakhs vu 

sanctioned by the Central Government to the state governments 

for setting up 10 more industrial estates in different puts 

of the country during the First Plan. Out of these one vas 

partially completed at Rajkot (Gujarat) and construction of 

the rest was carried over to the Second Plan. 

In 195'6, a provision of Rs.lO crores was made for 

1 Government of India , Planning Commission, Report ot 
the Village and Small Scale Industries (Second Five Year 
Plan) Committee, October 195'5', p.lo. 
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establishing industrial. estates in different parts of the 

country.. In 1.95'7, this was raised to Rs. 1.~ crores. This 

amount waa 1n addition to Rs.~B lakhs sanctioned in the First 

Plan. 

Th~ second Plan originall.y envisaged the establishment 

of 100 new industrial estates in addition to 1.0 estates sanc­

tioned in the First Plan, but on reappraisal of the Second 

Pl.an in 195'9 the programme waa reduced to 87 estates. Corres­

pondingly as a result of this, the IIGDetary outl.~ was reduced 

to Rs.ll.l2 crores. ThUs upto the end of the Second Plan 87 

estates were sancti~ned and the allocation for the programme 

at the end of Second Plan -totalled Rs.l2 crores. 2 

The Govel'!lment ot India gave financial asaistanoe to 

the states and assigned the responsibillty of construction and 

management of the estates to the respective state governments. 

Tbe cost of building and land would be advanced by the centre 

to the state governments as a 1om vith 20 years' duration and 

rest of the expenditure in the estates such as lqout, roes 

etc., was to be covered by a loan for a period of 30 years• 

duration. Other costs of estate construction were to be bome 

fully by the state governments. The construction and manage­

ment of two estates (Okhla and Naini) were given to the 

National Small Industries Corporation and both had started 

2 Government of India, Ministry of Industry Report of 
the Development Commissioner (Small Scale Industries), Half 
Yearly Progress Report for the Period ended 31.3.19661 p.l. 



functioning by the end of 19;8-;9. Out of 97 estates sanction­

ed, at the end of the second Plan, only 34 were functioning and 

others were at various stages ot construction. Fra. Table 2.2 

Table 2 .• 2: Progress ot the Estate Program~~e During Second 
Plan 

~ - ~ ~ -- ~ ~ ------ - ~----- ~ .. -- .. - .. -
19;;. 19;6- 19S7- 19S8- 19S9- Total 

;6 S7 ;s S9 60 
----- --- ... - - - ~ ~ --- ~ ~ --- -----

No.of estates 
sanctioned 10 13 lt-3 20 11 97 

No,or estates 
functioning .1 10 20 3 ~ 

--------------------------------
Source: P.N.Dhar and H.F.Lydal.l The Role of Small Enter­

prises in Indian Econoalc Developtlent, Asia Pu• 
blishing House, 19611 p.)S. 

it is seen that the construction of estates bad fallen behind 

tbe schedule. Thera were noticeable ttme-consuatnc processes 

which hampered the aoquisi tion of land and tbe delap caused 

bY tbe Public Works Department. According to the Sub-Collrli ttee 

on Industrial Estates (1967) "a period ot two years has been 

taken in acquiring land, making plans and estimates and starting 

t he construction of the estates'~ .3 P, N. Dhar and F. H. LJd,all 

observed in thei r study that t he construction of an estate had 

t aken from 7 to 22 months from the beginning ·or ground ·clearance 

3 Gover ,nment of Indi a, Report of Sub-Committee on Indu-
strial Es t ates in " Indus tri al Estates in India Development 
Commissioner (Small Scale Industries)", 19S9, l>•lS. 



to the start of work of the first factory. 
4 

On the basis of 

experience of the estate programme at this stage, it could not 

be said that the gestation period vas signiticantl)" less . than 

that of large enterprises. This delq did not include the 

time required tor arrangements tor the finance b7 private 

entreprene~. 

(_The ~;;ond /~nt to be noted is that out ot ~ estates 

functioning at t he end of t he Second Plan, most of them were 

located in cities or tn large towns 0 
In the Third Plan about 300 industrial estates of large 

and mediWD type arid· about ~00 to 1000 small and rural estates 

'"ere proposed f or construction. However, by the end of the 

Third Plan, the number of total estates sanctioned went up to 

458 from 119 at the end or the secof!d Plan. 1'his means that 

the proposed targets were not achieved, and onl7 339 new 

estates came to be sanctioned during the Third Plan period. 

The larger number of estat es proposed, renects the increased 

i mportance accollfried to t he estate programme. The Third Plan 

further envis aged the start ing of new industries tor the 

development ot industr1al.1y backward and rural areas. (Table 

2.3) 

Fr om Table 2. 3 it is seen that the plan expend.i ture on 

i ndustr ial estates as a percentage of expenditure on small 

4 P. N. Dhar and n. F. Lydall, "The Role of Small Enter-
prises 1n Indian Economic Development", Asia Publishing 
House , 1961 , p. 39. 



Table 2, 31 Expenditure on Industrial Estate and Small Scale 
Industries During First Three Plan Periods 

--.. -- ., .. --~-------~--------- .. --., 
PlaD Expenditure Expenditure on Colwm 2 
period on indu- small scale indu- as per-

atrial es- stry including centace 
tate (lls.in industrial estates or Col. 
crores) (Rs,in crores) 3 (~) 

1 2 3 ------- --.. - .. ---- ................. --- ... ... 
I, 19n-;6 o.;s ;.oo 11.6 

II, 19;6-61 10.4-0 ;;.;7 18.7 

III, 1961-66 22.;6 93.9. 24,1 

Source: R, L. Sanghvi, Role of Industrial Estates in a 
Developing Economy, 1979, Multi-Tech Publishing 
Co,, Table It p,l6, 

scale industries, including industrial estates showed a mark­

ed increase from ll,6 per cent in the First Plan period to 

24,1 per cent during the Third Plan period. Industrial 

estates had thus assWlled significance in the overall s•8.ll 
Industries Development Programme. However, ·the provision 

for estate scheNes h ad been raised to Rs.30,20 crores tor tbe 

Third Plan from the allocation of Rs,ll,2 crores during the 

Second Plan; this shows that actual expenditure lagged behind 

t he allocat ion during the Third Plan, 

Table 2,4 presents the progress of industrial estates 

upto 1966, 
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Table 2,4-: Progress of Industrial Estates at tbe EDCl of the 
Second and Third Plans · 

____ _. _______ .. ______ .............. ._~ __ .... .. 
Allocation As on As em 

31. • .3.1961 31.3.1966 -----------------------------------
II Five Year Plan Rs,11.12 ora. 

III Five Year Plan Rs,30,20 en. 
Funds sanctioned by s tate/unioD 
territories (Rs,in .lakhs) 
.AIIount spent by state 4 uni<m 
territories (Rs, in lakhs) 

--------- ~ -----~ --- - - --~ -
1. Total number ot estates sane-

tioned or wbicb 119 
i) Functioning . 5'2 

11) Completed but not 
tunctio1iing 20 

1i1) Under construction .. ., 
2. Nwaber of sh~ constructed a, (In 
J, NUllber or sheds allotted 1,872 

,I 
I 

a.. Nwaber ot s~.U occupied 1,~69 . I 

s. NWDber of sheds functioning · l,Ol~ 
6, Numb.er of tmi ts 1\mctionin g --
7. Number of unita reporting 

production -a. Half yearly production 
(Rs. in erores) , 

9. Emplo711ent reported 13,~00 
10. 3 as percentage of 2 

(Administrative lag) 90% 
u. Percentage of ~ as percen-

tage of If. 67~ 
12. Utilisation ratio (No,or sheds 

functioning as percentage of 
sheds constructed} So.S% 

1,781.91 

3,039.95 

.. --- --
a.ss · 
l98 

as 
.l?S 

6,326 
4,9lt-7 
4,S62 
3,109 
l,199 

2,393 

25' 
54,6Sl 

7¥ 

81$ 

S8,6% 
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The total number of sanctioned estates showed an in­

crease from ll9 estates at the end or March 1961 to 4S8 by 

the end or March 1966, but the functioning es·tates register­

ed a rise from ?2 estates to 198 estates. Completed but not 

funct~oning estates rose trom 20 to s,- estates and estates 

under construction bad increased from 47 to 17,- over tbe 

period. 

The increase in the number of non-functioning estates 

only suggests that a larger number or estates had been taken 

up for construction, particularly during the later period or 
the Third Plan. 

Sheds aJ.lotted as a percentage of total number or sheds 

constructed can be taken as a rough measure of edministrati'Ve 

lag. This had fallen trom 90 per cent in March 1961 to 78 , 

per cent in March 1966, implying serious adm1n1s trati ve delays 

in estate constrllction. On the other band, the number ot sheds 

functioning as a percentage of nwnbar or sheds occupied showed 

a rise from 67 per cent in March 1961 to 8l per cent by the 
end of t he 1'hird Plan .. 'This means some improvement 1n effi­

ciency in allocation. 

It can be inferred that this lag is not as significant. 

as administrative lag in ttae industrial estates completed at 

the end of Third Plan. Even before commence~ent of produc~ 

tion , there ara lags of different magnitudes._ Allotment lagg. 

ed behind eonstruotion, occupation behind allotment and func­

tioning (or commencement of production) was delayed auch atter 
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the occupation of sheds. All tbese del&JS as between different 

stages before commencement of production in the sheds only 

suggest, lack or planning. 

As to the reasons that caused delays in tbe progress or 

industrial estates, there have been a number or opinion~. It 

is necessar.r to make a distinction between those causes that 

operate at the policy level, those at the estate level, and 

those at the production level of the individual units. 

The problems at policy level arose primarily out of the 
absence of a proper location policy. In the initial period 

the choice on location or indus trial estates was dictated by 

the expectations of demand in tsrban and semi-urban areas. As 

happens in several government programmes, the choice fell on 

such locations, where tbe response was antieipated to be good 

and encouraging and secondly where relatively little adtlin1stra­

tive preparat ion was falt necessary. The choice of Baroda and 

RaJkot in Gujarat State or Thane or Puna in Maharasbtra 

suggests that government went on the basis of nearness to 

markets, which were already established and which had close 

proximity to industrial centres. on the other hand, some 

extremely backward areas came to be selected Just because they 

were backward without examining the potential! ty of these 

backward areas to emerge later as industrial growth centres. 

This resulted in additional problems pertaining to attracting 

ent repreneurs, choice of right type or industries and much 



needed social infrastructure in terms of availability of .workers. 

Now, what sort or industry or gi'Oup or industries could 

be started in such backward areas? A particular industry mq 

be selected only in the context of tbe overall level of develop.. 

ment of the area. The area should be able to supply some of 

the required raw materials and absorb tbe products manutactured 

by the unit. 

At the estate management level, there were considerable 

delay's in the matter ot receiving applications troll candidate 

firms !or allocatiqn of sheds, and between scrutiny and actual 

allocation of sheds. The former type of' lag between construc­

tion and allocation suggests absence of preinvestment suney 

of the market and of likely demand tor industrial sheds troll 

entrepreneurs. It was equally important to 11ake a match 

between the entrepreneur and the industry. In the early 

enthusiasm, many entrepreneurs were encouraged to start enter­

prises in which they bad little backgro\Uid.. This also result­

ed in failures or sometimes closure of the units in tbe indu­

strial estate. 

At the individual factory level, there was yet another 

type of delay. The individual members owning the sheds be1an 

t o experience several initial difficulties. some individual 

units were suffering from lack or working capital to meet the 

day to day expenses and in the procurement of much needed 

machinery for installati n in their factory sheds. This 

partially accounted for t he delays in the cOlllmencement of 
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production and in the case or operating units from reaChing 

optimum utilisation or their capacit,y. 

In the Third Plan, the govemtient policy towards in­

dustrial estates underwent a change. Instead or acquiring 

land and erecting factory sheds w1 th all the requisite faci­

lities and then offering on rent or rent cum purchase basis 

or if necessary sold outright to the prospective entrepreneurs, 

it was increasinf~l' felt by the central government that the 

state government s should only de'Velop sui table land sites w1 tb 

facilities and leave the initiative of construction of factory 

sheds to the respective entrepreneurs. This approach indicates 

abdication of responsibility on the part of the government and 

unwillingness to make commitment s in funds for development of 

sheds etc., in a given locality. This policy in turn manifest­

ed itself in the type of promotional work ~~dertaken by state 

Industrial Development Corporations (like in Maharashtra) in 

the later period. This change in approach towards industrial 

estat es in urban areas could also be interpreted in a different 

manner. Having init iated the process or industrial estate 

formation, government felt that it was no more necessary to 

extend assistance in the forlll of built up sheds; ent repreneurs 

should be impelled to put in some stake on the sheds, thereby 

prompting them to take active interest and to put their heart 

in the enterprise . This i s quite reasonable. However, it is 

not clear what really prompted the government to introduce 

this change as regards leaving the construction or sheds to 
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entrepreneurs. This became the specific government policy in 

estates located in urban areas. The policy to be pursued in 

rural industrial estates was to provide factory buildings with 

all the facilities. It was further held that industrial estates · 

in rural areas need not have large nuber or factories as are 

found in urban and semi-urbaD areas. 

The emphasis of the Third Plan vas on tbe developllent or 

small and medium estates. As mentioned earlier, the Third Five 

Year Plan Dratt O~tline (1960)~ envisaged . that 300 new indu­

strial estates will. be set up as against 120 sanctioned during 

the second Plan period. These new industrial estates were to 

be set up 1n selected rural. areas where power, water supply and 

other essential facilities were available or could be ·readily 

proVided •. 

It was hoped by tbe planners by now that if this pro­

gr811118 of dispersal of industries to rural areas succeeded, it 

wou~d arrest the migration of rural population to cities and 

unhealthy living and working conditions in cities could be re­

du.ced over a period of time • 

This policy or dispersal would provide employment 

opportunities/outlets in rural and backward areas to the 

small artisans and c r aftsmen at places closer to their loca­

tions. 

Moreover, t he ru.ral estates were to be located, as far 

5 Government of India, Planning Commission, Third 'Five 
Year Plan Draft Outline ( 1960), p. 71. 
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as possible, in places where basic infrastruoture and other 

requisites such as market, transport, and easy and cheap labour 

were available or could be made available. Tbis approach 

apparently resulted in the setting up of a sizeable nWIIber of 

estat es in cities or other urban centres. 

on the whole, however, much emphasis Calle to be placed. 

hereafter on the preparatory work that should be undertaken 

before selection of land sites and a prol)er tecbno-econom1ca 

and pre-investment st~dy of prospective locations in rural 

areas. In practice, little spadework seams to have been dona 

before choice was made of locations in rural areas. At the 

end of Third Plan, 458 estate schelles were sanctioned but only 

198 of them functioned. Out of them, 106 ware urban estates, 

63 were semi-urban and 39 were rural estates. The nWiber of 

es tates sanctioned in rural and urban areas separately is not 

available. The Third Five Year Plan docutDent had in the 

chapter in "Village and Small Industries" expounded this 

pr i nciple when it obsened "For t he better utilisation of t.he 

resources under the Plan, the attempt should be to provide 

as sis tance intens ively at points where the eondi tions are 

r el at i vely r.aore favourable and to build up in this manner a 

number of successful centres, which mq sene as •odels and a 

nuclei for more widespread development ... ·t> In practice, bCJiil 

6 Governmen t of India, Pl anni ng Commission, Third ~ive 
Year Plan - Plan Document, Chapter on Village and Small scale 
Industries , p.43~. 



much of tbis recomwendation was implemented has not been clear­

ly stated in later documents. 

By and large, the absence of proper planning and loca- } 

tion policy on the part of the government and the problems ot 

small enterprises relating to supply of raw materials and 

marketing, procurement of machinery for ina tallation, etc. , 

seam to have adversely affected the progress of functioning 
-

estates. so much so, the increasing n\llltber of non-functioning ) 

estates prompted th~ Government of India to think of startlng 

other types of estatas uumaged by alternati'Ye for•s of manqe-

ment. 

This is evident when towards the end ot the Third Plan, 

the government assigned a large nWBber of industrial estates 

which came to be started, such as the cooperative end the 

assisted private industrial estates, sponsored b.1 the co­

operatives, Joint stock companies and by privata acenoies.7 

In either type of estates government participation and en­

couragement ~ould be there, but tbe management of these estates 

would be left in the bands of the concerned organisations .• It 

can be noted that cooperatively run industrial estates were 

popular and the estates run by other forms were not. popular, 

except in Raj as than. 

The idea of a cooperative estate first emerged as a 

means or device for raising of capital required by s11all 

I
'l di T • D. Nagaiya, "Indus trtal 'F!states Progrararne - The 

n an 'Rxperience", SIE1' , 19'71, Chapter II, p.l6. 
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entrepreneurs. A cooperativeeatate is at least partially 

financed by the resources of members and supported by the 

government . 

Presumably, government realised tbe difficulties 1n 

setting up and then managing the estates departmentally. 

secondly, cooperative form of organisation was considered 

better as it involves active participation by the entre­

preneurs. The members were expected to have a stake in as 

much as they will have to take up the responsibility of rais­

ing a portion of the capital as their own contribution to the 

share capital. Thirdly, government would be able to utUise 

t he funds over large number of locations, where cooperative 

members would raise capital and government would be required 

only to grant a portion of the loan or to meet the gap in the 

required quantum or share capital. "The members or such an 

es t ate could raise 20 per cent of its share capital trom its 

members, another 20 per cent would be contributed by the 

s t at e governments and the balance 60 per cent to be provided 

by way of l oans from the Life Insurance Corporation of India."8 

Thus the limited capital funds could be stretched over a 

larger number of estate enterprises. 

During the Third Plan period, a small beginnine was made 

in the development of cooperative estates. The programme was 

8 Government of India, Ministry of Indus try & Supply, 
Industrial Estates Half Yearly Progress Report' for the period 
ended 31.3.1967, p. l . 



started 1n Gujarat, Maharashtra, Madhya Pradesh, Tail Nadu and 

Uttar Pradesh. The state governments rendered assistance to the 

cooperative estates in securing loans, in purchase of land and 

in the provision of other facilities. At tbe end of March 1966, 

there were 107 cooperative industrial estates in the country; 

but ?7 of them were in Maharashtra, followed by 21 in Gujarat. 

This suggests the progress made by other states in respect of 

setting cooperative estates vas marginal till the end of the 

Third Plan. Very li~tle progress bad been registered u regards 

private estates for which relevant data are not readily aYail­

able. In tact, such estates baa nourished only in cities like 

Bomb~, but they have encountered problems regarding obtaining 

long term loans trom banks and from financial institutions. 

Functional and Ancillary Estates 

While implementing the programme of industrial estates, 

government have thought of experiments wbieh will give a boost 

to small enterprises of a specialised character. Functional 

and ancillary estates have been promoted with a particular 

objective to cater to the requirements of a group or industries, 

big and small. A functional estate is one where certain tasks 

for the main industry like supply of inputs/components etc. 

are s ubdivided among a number of units in an estate, each of 

them functioning according to a coordinated programme. In the 

Third Plan seven states vi~. Andhra Pradesh, Gujarat, Tamil 

Nadu , Punjab, Maharashtra, Delhi and West Bengal had taken up 
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this programme. The number or such functional estates pr0110ted 

in tbe Third Plan were nine in all, and produced a range of 

items in electronic or engineering industries. 

Ancillary Estate Progr&llme means tbe deYelopment of indu­

s t rial units, which are ancUlary to a neighbouring large indu­

s try. It tended to pr0110te sub-contractual relationship. In 

this plan, a beginning was made in Hindustan Machine Tools, 

Bangalore, which set up ;o factories at a total cost or Rs.20 

lakhs. Very soon o~er undertakings like He&YJ' Electrical.s at 

Bhopal, Bharat Electronics at Ban galore, ltindustan Steel Ltd. 

at Bhlla1, Rourkela Steal Plant at Rourkela, and HeaYy Engineer­

ing Corporation at Rancbi came forward to set up ancillary 

es t ates. These attempts were not succes•ful and even at the 

end of March 1974 there were only two successful ancillary 

es t ates; there was no further progress in tbe field of ancillaJT 

estates. 

Phase II (1966 to 1275') 

On the whole, a beginning was made in deYeloping different 

types of es tates like the ones on cooperative lines and func­

tional estates, but much progress was not resistered during 

the Third Plan. After the end of the Third Plan and on the e-.e 

of t he commencement of the Fourth Plan, the number of function­

ing estates rose from 198 to 26;. Between 1967/1969 the number 

of urban, semi- urban estates regis tered a small rise but the 

number of rural estates rose s ignificantly from 39 to 61 



(Table 2,,). Broad}T there waa .some progress b~tween 1966-67 

and 1968-69. This period was however marked by an industrial 

recession and hence petbaps tbe slow prosress. 

Table 2,5: Progress ot Estates During Annual Plans 

---- .. -... - ~ --------------., --- ... -.. Indicators ot 
progress 

.As on 
31st March 
1967 

As OD 
31st March 
1969 - --------,. ---~ - - ~ - -- -~ - ~ --~ ~ -- -

No, ot completed estates 30S 311 

Functioning estates 208 265' 

1) Urban 106 U9 

ii) Semi-urban 63 85' 

1ii) Rural 39 61 

Sheds constructed 6,839 8,12!t 

Sheds occupied .. ,,,, ,, .. 82 

Bmployment (Nos~) 61,000 69,000 

Output ( annual •alue) Rs.60 Rs.90 
oro rea oro res 

------------ -- ----- .. --------.. - -
Source: GoYern11ent ot India, Ministry ot Industrial Develop. 

ment and Company Affairs, Reports ot the Small Scale 
Industries Organisation for the years 1966-67 and 
1968-69, pp,77-79 and pp~lOl-10... · 



The objectives of the development programme, during tbe 

Fourth Plan were to improve tbe production technique of small 

enterprises, fuller utilisation of the capacity already es­

tablished, intensive developllent or selected industries and 

industrial cooperatives subject to the feasibility and promo­

tion of industries in se111-urban and baekvard areu. So en­

couragement of small industries still continued to form tbe 

essential part of the plan policy. It wu from this view point 

that selected industries must be developed 1D tbe small sector. 

The Industrial Develop11ent Bank of India (IDBI) vas set up 1n 

1964 as the Apex Development Institution for the purpose of 

industrial finance and started granting refinance to banks and 

financial institutions for on-lending to small scale industry. 

IDBI hSd sanctioned Rs.J. 3 crores 1n respect ot 21t-1 small 

scale applicants in tbe five years, 19~ to 1969; but in tbe 

followi,ng five years 1969 to 1974, its refinance rose to 

Rs.79.2 crores- in respect ot 1,119 applicants. This sbovs tbat 

the financing of small indus try and refinancing by IDBI p1ckecl 

up during tbe Fourth Plan. Tbe extent of support by IDBI 

granted to the small scale sector in tbe subsequent period • 

1974 to 1979 clearly brings out the rapid increase in sucb 

assis tance which was Rs.676.4 crores in respect of 61,7~ small 

scale applicants . However, IDBI dtd not take up the work of 

refinance to indus trial estates till 1973~ 

Information about IDBI •s refinance to units in specified 



backward areas clearly indicates the acceleration in the pro­

motion of industrial enterprises by the Fourth Plan period 

and in subsequent years. Thus in the years 19614. to 1910 this 

refinance was a mere Rs.l8 erores, rose to Rs.l62 crores 

during 1970 to 1976 and shot up to Rs.l,008 crores in the 

last five years 1976 to 1981. The develop•ent of backward 

areas depends mainly on a proper location policy of the govern­

ment. such ·a policy haa to ensure a well developed and effi­

ciently run estate progra11me and progressive developllent of 

candidate industries 1n the estate. Secondly, the government 

bas to fill the gap and give a well designed scheme for pro­

gressive development or facilities like finance, supply or 

raw materials and marketing links. This would enable the 

estat es to grow steadily until they become viable econolllc 

units. 

Another development in the Fourth Pl&D was that small 

industries, especially economically viable ones shoUld be 

helped in the aatter or impro'fing sld:lls and techniques and 

in the provision of better COnsultancy services. Aecordingly 

an appropriate link between small and large industries vas 

sought to be established in a rev industrial estates. · They 

r epr esent potential source of strength to small units in 

overcomi ng t heir t echnical problems and would help them to 

turn out goods of qualit y and competitive standard in the 

market. 
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Efforts were continued to find out information about parts 

and components required by large units and the goyernment stores 

purchase policy in Fourth Plan period aimed at encouraging large 

industries 1n publ.ic and in private sector to meet their spare 

parts and component requirements to the maximum from small units. 

The applications of large scale units were scr utinised to ex­

clude from their coverage the items, that can be produced bT 

small sector. It was the objective of government policy that 

this policy of reseryation of products should progressively 

increase in the subsequent plans. l'be number ot resened items 

increased from 46 1n 1967-68 to ~04 b,y the end of December 1977 

and finally rose t o about 834 items in 1980. The reservation 

policy aimed at exclusive production of reserved items by small 

sector and ' to protect, at least in early staces from unfair 

competition from large enterprises and that later, these should 

grow into strong and viable enterprises to meet the future de­

mand on an organised scale. In the opiniGn ot the recent Esti­

mates Committee (198~81),9 the reservation policy could not 

achieve much. The llegative aspect of this policy is that it 

has protected a large number of weak small enterprises under 

the umbrella of reservation of items. The licensed capacit,y 

of large units is frozen at the level on the date of resena­

tion. So if reservation policy should succeed, the govern~ent 

9 Government of India, Ministry of Industry, Fourteenth 
Report of the F.stimat es Committee (1980-81) to 7th Lok Sabba 
Report on Small Seale I ndus t ries • Raw Materials and Ma1"ket­
ing, 1980, pp. l22-23. 



should think in larger terms of completely shutting down the 

production as well as entry of large units in products Where 

much technology' is not required, plug the legal loopholes and 

to provide on an organised scale the supply of essential in­

puts like water, raw material, machines and import components 

on easier terms to the small units. This would really help 

them to develop as etfectiYe units to meet the tuture demand 

of the indus try • 

Common senice centres were restricted during the Fourth 

Plan and creation of Proto-Type-cum-Production Centres vu re­

stricted to Okhla and Naini estates for manufacture or machine 

tools and components end in a few places 1n tbe country. The 

estat e programme during the Fourth Plan vas one of eonsolida. 

tion and so increase in tbe number ot general purpose estates 

was not contemplated. It was decided to complete tbe sanction­

ed estntes and government intended to encourage functional and 

ancillary estates on a slightly expanded scale with a view to 

providing greater emPloyment opportunities/outlets to the 

qualified unemplo}'8d and Wider-employed. A beginning vas made 

in tbe construction or cooperative estates. Out of 170 

estat es as of June 30, 1973, 69 and 49 estates respectively 

were located in Maharashtra and Gu3arat. This pos1 tion clear­

ly shows that the cooperative es-tat es had not recorded tJ11Ch 

progres s in other states. 

The Fourth Pl an earr1ed further th~ tempo of promoting 

industries i n no t ified backward areas. The accent or the 
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government was on setting up small industries in these areas. 

It was tel t that a small industry would be better sui ted than 

a larger counterpart ill tapping the local resources ot the area, 

smaller concentrations of raw 11ater1a1, labour and other taci­

li ties available in these areas. It would give product1 ve 

employment to rural unemployed, build up rural trades and 

artisans, besides providing them with alternative livelihood. 

This strategy also required a proper location policy.. Once 

this was done, sui tabl~ incentives and subsidies could be work­

ed out by the state/sponsors to attract large/small industries 

to these areas.w 
\1 

Atter the Resene Bank of India's Report or tbe Working 

Group on Financing or Industrial Estates" (1912) vu released-. 

several changes took place in respect or rtaancing s11all sc.al.e 

units in the industrially backward areas and in tbe un1 ts locat­

ed at the industrial estates. 

At present, the Industrial Development Bank of India pro­

vides concess1ona1 refinance assistance in the notified back­

ward districts to the State Financial Corporations in respect 

of t erm l oan upto Rs. 30 lakhs to the small and 11ediwu scale 

projects provided the paid-up capital and reserves do not exceed 

R s.l crore., This is tbe concessional or soft loan assistance 

to the units in backward areas. The commerci a1 banks also are 

eligible for such asaistanoe. 

Between Daoember 1974 and March 1979 total outstanding 



credit {including tel'lll loans 81'ld advances to craftsmen and other 

qualified entrepreneurs) estended by com11ercial banks to small 

scale industries rose from Rs.l,Ol7.3 crorea at the end of 

December 1974 to reach a corresponding outstanding credit of 

Rs.2,15'6.3 crores. The outstanding ten loans by conercial 

banks to s11al1 industries was Bs.l7lt-.7 crores as at end of 

December 1974. The corresponding outstanding term loans stood 

at Rs.3S'9.9 crores by the end of December 1978. And the share 

of outstanding term loans to total outstanding bank credit vas 

17.2 per cent in end of December 1974. This had marginally de­

clined to 16.7 per cent by the end or December 1978. This data 

highlights that commercial banks term loan assistance bai been 

marginal to this small sector. The only point to note is that 

the colD!Dercial banks are not taking full advantage or the re­

finance scheme or the Industrial Development Bank of India but 

often extend loans on normal terms to the small units in tbe 

backward districts. 

On t he contrary, the State Financial Corporations• (SFCs) 

f i nancial assistance to projects in the small scale sector 

r ecorded a tremendous rise in its sanctions and disbursements. 

Between 197lt- and 1979 such sanctions or the SFCs went up from 

Rs . 6o crores t o Rs.l89 crores. The disbursements of the SFCs 

increased from Rs .28 crores to Ra.l3l crores for the same 

period. 

The conces sional finance by tb~ State Financial Corpora­

tions to the units in t he backward areas picked up momentu11 



rrom the Fourth Plan. Between April 19?8 to March 1979 about 

Rs.l9S erores were sanctioned ot wbich about Rs.l35' crorea vere 

disbursed during that period. 

Furthermore, the Industrial DeYelop11ent Bank or India 

started assisting the Small Scale Industries 1n the Yar1ou 

states by rediscounting bills tor supplying machinery and 

equi.p~~ent to small units. Tb1s decistOD as wel.l as the Auto­

matic Refinance Scheme to boost the operations or the SFCs and 

the c011111erc1al banks will real.1y benefit the small sector aDd 

1n speeding up the dispersal or such units in backward areas 

and in turn the industrial estatea.10 Secondly, it is impera.. 

tive to cast a compulsory ·obligattoo on commercial banks to 

approach to ID.BI tor refinance or to extend loans on its own 

resources on concessional terms to small un1 ts in backward 

areas. 

F rom 19?3-74 to 1980..81, the Industrial Develol)ment Bank 

of India sanctioned refinance to 4 3 industrial estates or the 

order of Rs.47.3 crores, of which tts.25'.6 cro:res bad been dis­

bursed. This brings out the slow pace ot progress or indu­

s trial estate financing even i .n the lat est. years. But IDBI• s 

assi stance to the small scale sector hBd been oubstant.ial on 

accoWlt of increased refinance by SFCs and because or the in­

troduction of Automatic Refinance Scheme. hen com11arcial 

banks had banefi t ad by this scheme·. 

10 M. o. Godbole , "Indus trial Dispersal Policies", Hill-.l"'a 
Publishing Ilouse , 19?8, Chapt er IV, p. 7S. · 

''· 



From March 1976 onwards, the long term financial require­

ments of small enterprises and industrial estates were increas­

ingly met by the Life Insurance Corporation of India. Ita 

sanctions were of the order of' Rs.l;.4 crores year end1Dg March 

1976; rose to a peak level of Rs.l9.4 crores in March 1977 and 

came down slightly to Rs.lB.3 crores in Marob 1978. The dis­

bursementS were ot the order of Rs.9.4 crores 1n March 1976, 

Rs.ll.l crores in March 1977 and Rs.l6.; crores in March 1978. 

A welcome feature of the corporation's activit, is that direct 

advances for construction of industrial estates was given by 

the corporation from March 1978. Direct advances rose fr011 

Rs.9.21 crores as on March 1978 to Rs.l).98 crores as on March 

1980. It appears trow the magnitude ot assistance given in 

recent years that the Life Insurance Corporation 111gb t become 

an illportant source of long .. term fina1ce for industrial estates. 

Thus financial institutions, are providing assistance 

like 1nfras tructun, sheds, etc. for the s11all scale sector 
.) 

which considerably accelerates the developaent of industrial 

estates and the units in the industrial estates. 

Hencp. a study of industrial estates as ot March 197S 

would indicate how these industries are progressing. 

Assessmen t of the J.¥du$tr1al 
Estat e as of March 92 

The overall position of the Industrial Estate Progrume 

i s shown yearwise from March 1966 upto March 197; in Table 2.6 .• 

The number of functioning estates came to 469 as against a 





total of 6$6 sanctioned estates as of March 197S. Locationviae, 

the urban, semi-urban and the rural estates which rose trora 

102, 60 and 36 estates in March 1966 to 231, 13S and 103 

estates respectively during the period ended March 197S. Urban 

and tbe semi-urban estates registered more than two told in­

crease over the period from MarCh 1966 to Marcb 197;. 

Tbe numbes· ot rural estates trebled and the share ot 

rural estat es in the total rose from 18 per cent 1D March 1966 

to 22 per cent in March 197S. Es tatea cat~pleted but not func­

tioning bad risen frOm 8; in March 1966 to 91 and 89 eatatea 

in the next two years; than there was a considerable decline in 

such estates upto March 1973 rising again to 1~ estates in 

M~ch 1975. This denotes unut1lisat1on or completed estates, 

which 1 tselt is a coatlllent on the etficieney ot the lecational 

policy. 

Sheds Utilisation : Tbe number ot fuDetioning sheds u 

a percent age of occupied sheds showed a decline between 1966 

. and 1971. After tha-t it registered a rise ot 6 percentage 

points upt o 1975'; this could- possibly be due to non.uaU­

abili ty of scarce rav materials, ra~binery and components, 

which affected the functioning of these sheds. 

Si mUarly, number of units reporting production as a 

percentage of f unct ioning sheds improved from ~.5' per cent 

in March 1966 to 87. $ per cent in March 1973, and sharply 

f ell to 80.$ per cent as of I'iareb 1975. The f all in units 



reporting production is possibly due to the acceleration in 

the setting up of new units. 

Emploxment and Output : Production ot the functioning 

estates rose from Rs.2~ crores to Ra.287.~ crores tor the above 

period; direct employment recol'ded a tremendous rise 1n abso­

lut e terms from 0.54- lakhs persons in March 1966 to 1.8~ lakhs 

persons by Marcb 197~. Tbe average per unit emploJllent shoved 

a fall from 23 persons il'i March 1966 to 14- persons in March 

1973 but rose again to 24- persons b)" March 19'1~. There ma;r be 

two possiDle reasons. The first one is that the units them­

selves becQme more eap1 tal intensive; the second would be that 

a larger DWiber ot ~ or smaller 8Jiong small scale bec8!8 

more preclollinant. 

Low or under utilisation of sheds was witnessed during 

the closing years of the Fourth Plan and in the subsequent 

period. Vacant sheds means that infrastructure and facilities 

created by the states/estates sponsors were not made use ot 

b7 the members ot the estate. It is not possible to generalise 

about t he reasons for tbi s s 1 tuation. R. L. s angh'Vi U identi~ 
tied possible r asons for idle capacity in general purpose 

' 

estates viz .. (1) choice or wrong location and (2) absence ot 

proper planning. It is possible that construction of estates 

( sheds ) was taken up from time to ti11e without proper programme 

11 R. L. Sanghvi, "Role of Industrtal Estates in a Develop.. 
in~,. Economy", Multi Tech Publishing Company, Bombay, 1919.­
P·~· 



and planning for identification of entrepreneurs -and potential 

industries to be started. This was the main reason tor the 

lags in construction and allocation/occupation or sheds. 

The programme or cooperative estates had started in 

1964 and its progress during the Second Phase has not been 

satisfactory. There were 107 sanctioned estates at the end of 

March 1966, which increased to 215' as tates by 19?6-77 • But, 

the number of functioning estates rose rrom. 91 in March. 1966 

to 151. estates by March 1977. Sheds completed quadrupled and 

sheds occupied increased by 5' times; sheds occupation was faster 

in a majority of the cooperative estates. This can be seen f'ro• 

Table 2.7. It is because the tenants are cooperatively owning 

the estate by contributing to its share capital and hence 

would be eager to occupy 1 t on completion. 

Much of the progress or cooperative estates is accounted 

for by the spectacalar progress registered in tvo states -

Maharashtra and Gujarat. They together account tor three­

four ths of the total number or estates in 1964-65' as also in 

1976-77. This can be seen f~ll Table 2.8. The motivating 

fact ors were different in the two states. The successful tunc. 

tioning of the estates in Maharashtra was due to the success 

of the cooper ative movement and high level eff'ic1enc;r of ita 

institutional structure and financial supports, while in 

Gujarat which had equal number of estat es ( 84) as in Maha­

rashtra, the s i gnificant fac tors were av·aUabili t y of ini"l"a­

structure, the external economy in te rms of ava1lab1li ty of 



Tg.ble 2,7: Progress of Cooperative Estates (From 196lt.6~ 
to 1976-11) 

__________ .. ____ .. ___ .. _________ _._ ... 
Ye~- - No, or es-.- Eatatu lfo,ot sheds Sbeds oceu-

tates sane- tunet1on- collpl.etecl pied dv-
t1oned 1ng dur1Dg tbe 1ng the 

year ,ear 

---------------~---------------
1961+-6~ 

196S-66 

1966-67 

1967-69 

1968-69 

1969-70 

197o-n 

19?1-72 

19?2-73 

19?3-?lt-

1974-?~ 

19?~-?6 

1976-?7 

93 

107 

1lt-2 

170 

181 

195' 

202 

215' 

•••• 
91 

U7 

122 

12lt-

111 

103 

12-. 

127 

131 

148 

1 1 0a'/ 

866 

1,077 

1,1~9 

2,87~ 

3.,181 

lt-,130 

4,1~0 

4,720 

961 

268 

992 

986 

2,666 

3,939 

3,680 

3.693 

4,121 

-,. ........ ---- ......... - .. - _ .._ .. --- ~- .... -- .. - ... -
Source: Data cdilllp1led from Statistical stateme.nts ot the 

RBI r elating to Cooperative Movement in Ind1a - -
Part I I - Non-CI'ed1t Cooperatives for the respeo. 
tive years from 1964-6) upto 1976-?7, Reserve 
Bank of I ndi a1 Agri oul tural Credit Department, 
( Tables 79 & ~0). 



Table 2,8: Number of Cooperative Indus t ri.lll Estates (Statewise) During 1964-65 to 
1976-77 

- ~ ~ - ~ ~ - - - - - - - ~ - - - - -- ~ - ~ ~ --- ~ ---- ~ - - -- - -- ---
Stat es/Union 64- - 65- 66- 67- 68- 69- 70- 71- 72- - 73- 74- 7'S- - 76-
Territories 67 66 67 68 69 70 n 72 73 74 7'5 - 76 77 ------ - - - -- - - - - - - ~ --- - --- - - - - - - - - --- - -- ----
1, A, P, 1 2 2 2 2 2 2 2 2 - - ... 
2, Gujarat 18 21. 22 2S 28 32 37 .. 3 49 -- 74 •... 84 

3, Haryana - • 1 1 1 1 1 1 1 1 

4, M, P, - 2 3 3 3 3 3 3 3 -- 3 2 

'· T81111 Nadu - lt- ' ' ' ' ' ' ' ' - ' -- ' 6, -Mabarashtra S2 ~ 78 -60 62 64 67 67 69 -- 73 -- 8\t. 
1: 

7, Punjab 2 - - 1 1 1 1 1 1 -- -- - --
8, Rajas than 2 3 3 4 ... 4 ... 4 -- 4 - -- ... 
9. U,P, 9 11 11 13 13 13 13 lJ 14 - 17 17 

10, Delhi 3 3 16 16 16 14 14 15' 15' - 13 -- 13 

11. Goa,Duan a: Diu 3 3 3 3 3 1 1 1 1 - 1 -- 1 , 

12. H,P, 1 1 1 - - - -- - - - -- --- ~\ 
13. Mysore - 1 3 ... 7 7 ' ' - 7 -- -------- -- ~ --- ----- ~ -- --- --- --- ~ ---- ------ ---Total 93 10'/ 127 13S 142 147 1n 179 170 - 19S- -- 215' 
------------------------------------ ---~- - -.---Source: Data compiled trom Statistical Statements ot RBI relating to •cooperative Move-

ment 1D India', Part II, Non-credit cooperatives tor the respective years trom 
1964-6S to 1976-771 Reserve Bank ot India, Agricultural Credit Department, 



skilled labour, as reported by Gujarat Industrial Development 

corporation. Other states like Uttar Pradesh registered little 

progress. In the case of all other states like ~bra Pradesh, 

Tamil Nadu, Madhya Pradesh, there vas further stagnation in the 

cooperative estate programme. 

A brief asses8llent on the perromance or the Industrial 

Estat e Programme would be now appropriate. Referring to 

Tables 2.1, 2.3 and 2.6 the sanctioned estates recorded a rise 

from mere 10 estates in March 19S6 to 97 estates in MarCh 1960, 

from then onwards the progress ot sanctioned estates became 

rapid, rising from ~S8 to 6S6 estates for the period March 1966 

to March 197S. 

The functioning estates rose trom one in March 19S6 to 

34- estates by close of' March 19601 between March 1966 to Marob 

1975, about 271 more estates came into existence. 

There was slow progress in the expansion of sheds on 

account of initial problems and administrative delqs. Between 

1961 and 1975 sheds constructed increased from 2,077 to 13,S80 

sheds (6 times); sheds allotted went up from 1,872 sheds to 

12,277 (7 t imes). The occupied sheds rose proportionately 

from 1,569 to 11,375 sheds (7 times). The functioning sheds 

had gone up f rom 1,049 to 9,783 sheds (9 times). 

The pOssible back logs in sheds allotted troll Third Plan 

upto March 1975 does not reflect a decline in allooational 

efficiency of t he estate. It only means a larger number of' 

targeted sheds of t he previous year were being fulfilled in 



the successive years. 

Production rose in value terms by 71 times and that ot 

employment by 14 t111ea. 

The exp~nditure on industrial estates continued to be low 

and inadequate to the magnitude of the programe. The plau 

allocations registered a small rise from Rs.lO crores in First 

Plan to Rs. 30 crores at the end ot Third Plan. The actual 

expenditure rose from Rs.o.S8~ Rs.22.S6 crores during the 

same period. Even a little later in the Fourth Plan, actual 

allocation on estates. was Rs.20 crores, ot vbich only Rs.l6.S9 

crores were spent. 12 The allocation of Fifth and Sixth Plans 

were raised to Rs.21.06 crores and Rs.4S crores respectiYely, 

but actual expendi t ure on indus trial estates amounted to 

Rs .17 .64 crores at the end or March 1978. 

The foregoing data comments on the failure of the autho­

rities to generate and -allocate .ore resources for this pro. 

gramme. 

rwo problems are highlighted. They are (a) the absence 

of proper location policy, fb) lack of planning on the part 

f ~ 
o es t ates. As the programme was imple11e11ted over the ._ ... 

decades the units in the estate encountered many probleas like 

lack of supply of raw materialsJimproper allocation ot scarce 

r~ illaterials/components, low· ut ilisation of sheds, nigh coat 

of infrastructure and above all absence of efficient entre-

preneurs. 

12 R. t . Sanghvi, Role of I ndustrial Estates in a Develop.. 
1ng Economy, Multi TechAO Publishing co., 19'19, p.l6,. 



on account or t hese difficulties and its own inherent 

problems many states have not made progress with the indu­

strial estate progr•me. Existin.g sheds in estates are not 

tully utilised. states of Maharashtra, GuJarat and Tallil Nadu 

recorded significant progress. Maharasbtra has been successful. 

w1 th cooperative estates as seen from the tact that e'Yen 1D a 

backward region like Maratbwada, six cooperative industrial 

estates were established during the Third Plan. Several 

prominent factors like good quality of' entrepreneurs, easy 

avaUabili ty of skilled labour had soulded these enterprises 

in Gujarat. The success we stress, again, is due to the effi­

ciency ~ State Development Corporations like the Maharashtra 

Industrial Development Corporation and the Gujarat Industrial 

Development Corporation which act as ~talys ts tor the nspee­

ti ve estates. 

It is early to assess the progress of functional estates. 

As regards reimbursement ot capital investment subsidy, there 

is noticeable inter-state variation between developed and 

developing states. The latter states have not benetited trom 

the subsidy scheme. 

Certain defects are noticed in the working of their 

Industrial Development Corporations and also , in the function­

ing of their i ndustri al estates. These are studied in the 

next chapt er. 



CHAPTER III 

PROBLEMS IN THE WORKING 011' mE IN®s'i'RIAt EST#ll 

From the description of the progress of industrial 

estates, it would seem that tbe estates suffer trom problems 

at two levels.- One is the progr8Jirae for development of in­

dustrial estates in the context ot the policy for industrial 

dispersal. The other is the varie't7 of problems raced 'bT 

the estate at the micro lnel. In this chapter, the problems 

encountered in the planning and setting up of 811 estate are 

examined in some detail together with those in its function-

in g. 

The construction of industrial estates has to pass 

through several stages from administrative approval till the 

commencement or its fun·ctioning. Considerable del1111s were 

noticed in the different stages of an induatrial estate. In 

the early stages ot its development, the sanctioning and 

building ot the estates was done by the central governman t. 

The s tale governments provided the necessary infrastructure. 

As mentioned earlier, the central government policy towards 
\ 

industrial es tates underwent a change in the Third Plane 

Fr om 1961 onwards in the lea4ing states ot Mabarashtra, 

Gujarat, Karnataka and Tamil Nadu (from .Tune 197lt-), the sanc­

tioning and building or the estate c ame under the exclusive 
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purview of the respective state go"Yemments/State Industrial 

DeYelo~nt Corporations (SIDCa). 

However, states like Punjab, Bihar, Uttar Prlldesb, 

Orissa, Himachal Pradesh, Baryaua, West Bengal, J8JIIIu 4: 1tasb11lr, 

Assam, · Andhra Pradesh and Madhya Pradesh are departmentally 

owning and managing tbe estates. 

In the case of Rajasthan, the state is assisting the 

private estates by allocation of govement land on lease or 

helping them to acquire suitable land. It also gives loans to 

cooperative aDd joint stock compa:aies, which in turn sponsor 

the industrial estate. 

In most of the states, land is acquired by the respee. 

tive state govl'!rnments. The neeesaary infrastructure such as 

roads, power, water and drainage was provided by the Mab._ 

rashtra Industrial Development Corporation (MIDC) in Maha­

rashtra. The Corporation was established on August 1 1 1962 

under the t-laharashtra Industrial Development Act, 1961. The 

aim or the M.I .o.c. is to promote and assist rapid Rnd orderl7 

establishment, growth and development of ind.ustries 1D Maba­

rashtra. Initially the Corporation established only 2 or 3 

industrial areas in the Bombay Thane complex, but by 31st 

March 1981, 1 t had developed 5'9 industrial areas, tJJost or 

which are completed. Between March 1973 and March 1981 tbe 

tot al planned area increased from 15',807.5'9 hectares to 

21,888. 22 hectares . Tbe total area in possession of the 



M.I.D.c. increased from 10,409.29 hectares to reach a level 

of 17,026.46 hectares. 

Thus out of a total planned area of 21 ,;888.22 hectares, 

land admeasuring 17,026.46 hectares bad already co11e into its 

possession by 31st March 1981, ot which 161414.64 hectares 

were reserved for industrial use and about 6ll.82 hectares 

for residential use. 

Allotment of Plots 

Plots in the indus trial areas are allotted on long term 

premiUJI basis on pqment of occupancy price. Once the agree­

ruent to lease is executed the plot holder is put 1n possession 

of the plot. 

During the period March 1972 to March 1981, the total 

number of plots rose from 4,854 plots to 11,879 plots; total 

number of allotted plots went up from 31 221 to 91777 for the 

same period. Tbe number of uni ts/natted factories in pro­

duction increased from 1 1 329 units to 4,874 units during 

this period. The annual turnover or factories in production 

r rose from Rs.3~ 1 936 to Rs. 21 94,384 for the same period and 

the number or workers employed in the factories also rose 

from 62, 436 to 2 1 02 1176 persons for the above period. The 

above descripti on demonstrates the quick pace of land acquisi­

tion and ~fficiency in allocation of sheds, b,y the M.I.D.c. 
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Land. Pricing Polic:r 

Land prices are revised from tille to time keeping in view 

the progress of development in respective industrial areas and 

t he mar.ket conditions. In order to accelerate the process or 

attracting industries to the developing parts or tbe state, 

away trom EombSiY/Pune complex, the Corporation has evolved 1 ta 

price structure in such a manner that as one goes away from the 

industrially developed centres of Bomb.,-/Pune, the price or 

land i s reduced. Th~ price structure prevailing between Ml.d"eb 

191) and March 1981 is given 1D Table 3.1. 

It is eVident from Table 3.1 that there is a very large 

difference betlleen the premium lease rates in the developed and 

developing areas of the state. The prices or land in developed 

parts of the s tate have also been ratsed substantially during 

the l as t three years, while the price in most of the developing 

par t s had remained t he same. This was done to attract indu­

stries to the developing areas. In tt arch 19819 price or land 

per square met re varied from Rs.25'0 in Marol t o Ro.8 1n 

Kol hapur and Nagpur and Rs.2.5'0 in all other ;ieveloping ar~as .. 

Bes i des devel opmen t of industrial areas, the M.I.D.c~ 

also undertook water supply sehemes for provision of needed 

wa.ter in the areas . Its network runs througho1.1t the state 

and caters to more than 600 i ndustries in developing areas, 

in oddi t1on to those in devel oped areas. 

The revenue receipts f r om operating i t s water supp~y 
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Table 3.;1.: Land Prieea 1D MIDC .Areas between 1975' and 1981 

- - ...... --- .. - .... ---- .. ----- - -- ., - - -- - - .. 
Reg10D Name ot the Rate Ra.per sq.•etn 

MIDC area ------·--····---~---_,..... ..... March Maroh March 
1975' 1978 1981 

., -- ------- .. ------ --------- - - .. - .. -
Bo11bq Metro- Marol 75' 15'0 25'0 
politaD 

Thane a.o 90 15'0 

Thane creek 1D-
cl.uding Kalwa a.o 90 . 120 

Douzb~vll 20 ... ,. 70 

Talo3a 20 45' 10 
Mira 20 35' 70 

Badlapur 10 35' 10 
Am barn ath 15' 40 S'i 

Pune Metro- P1mpr1..Ch1ncbwll4 
politan 

20 ItO 5'0 
Bhosar1 20 a.o r;o 
Tarapur 15' 15' 20 

Roha 6 9 2S 
Nasbik 6 12 18 
Ko1hapur 3.5'0 5' 8 
Nagpur 3.5'0 5' 8 
.Aurangabad 3.5'0 6 12 
All other areas 2.5'0 2.5'0 2.,5'0 

------ -- - ~ ----- ~ - - ------- - ~ -- ----
Source: MIDC Reports tor the years 1971+-75', 1977-78 -.nd 

1980-81, 
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schemes rose troll Rs.lt-15 lakhs 1n March 1976 to Rs.894 lakhs in 

March 1981. For the same period, the world.ng expenses or such . 

schemes also had risen from Rs.178 lakhs to Rs.509 lakbs. 'l'bis 

shows that though the cost of tta1Jtta1ning water supply schemes 

vas rising, the corporation was able to supply water to develop. 

ing areas at a pegged rate of Rs.o.so per cubic metre. 

By subsidising the land and water rates, tl'lt Corporation 

seeks to help the speedy growth ,r industries. The tta1n aim 

now is the development of infrastructure to units 1n the M.I.n.c. 

areas; the developed plots are handed over to the entrepreneurs 

for their construction or sheds. Here too, it otterB procuret'llent 

or sc~ce construction materials like steel and cement; appro­

priate tie-ups are sought to be made with financial institutions, 

so much so tbe small entrepreneurs gets a package deal. saTing 

time and effort in finding these resources. 

In Gujarat, the Gujarat Industrial Development Corpor._ 

tion (G. I .D.C.) 1s engaged in promoting industrial growth of 

unit s both in its sponsored estates and in the small and large 

indus tries or t he state. It aoquires land and offers developed 

plot s wi t h factory sheds on bire purchase system to the members 

of i ts s ponsored es tates. 

This pol i cy or outright s ale or shedc;s b;y the G.,I .• n.c. was 

preferred on account of i t s r ecovery of the cost of ~heels 1D 

quicker t ime. Secondly i t would promote greater involvement and 

oocupaney in sheds . 
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It collects 2'$ per cent of the total price of sheds/plots 

at the time of allotment; and the remaining 7'$ per cent is 

collected in forty equated quarterly iDs tal.llents. This pollcy, 

would strike economy in initial. 1mres tment OD pd't of its 

entrepreneurs. 

Likewise, it tollova a d1acr1DI1natol'7 hin-purchue 

polie;r of sheds. The 1n1 tial payment varies trom 12 1/2 per 

cent in backward districts/estates to 2'$ per cent 1D other 

estates. The rate 'Of interest is 9 pel" cent for backward clis­

trict/estates and 9 ,l/2 per cent for otber estates. The period. 

ot instalment i.e. recovery is over a period ot 12 years 1n 

backward districts and 10 years in others. 

Since its inception, the G.! .n.c. followed a reatrictift 

entrepreneur policy with accent on small scale enterprises. 

Very recently it relaxed its policy and is now adllitting large 

units in its estates. The active participation or the twa 

development corporations - tb.e M.I.n.c., and the G.I .D.c. had. 

reduced the oost ot estate itn.-inveatment on land a1taa. Thus 

considerable dal~a in the estate programme were avoided in tbe 

two states. 

Another point would be since the setting up of State 

Development Corporations, cooperative estates in GuJarat and 

Maharashtra apparently received less attention. Between 1974 

and 19?? about 10 cooperative estat es in Oujarat and above 11 

cooperative estates in l4aha.rasbtra were added. Tamil Nadu 
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registered' no further increase 1D the cooperative estates during 

tbe above period• (Refer Table 2.?) 

Tbus the performance between tbe states 1n 1mple~~ent1Dg 

the industrial estate programma bad been uneven. By aDd large, 

the progr811111e had succeeded to a great extent 1D Maharash tra, 

Gujarat and to a certain extent in T81111 Nadu although tor 

varying reasons. As regards tba rest or the states and union 

territories, the routine departmental administration ot setting 

up estates seems to be one ot the 11ajor factors, which impeded 

tbe estate programme1 so choice ot a proper location and 

raeticulous follow up schemes are important for the success ot 

tbe estate program11e. 

Problems at the Estate LeDl 

1. 

A proper location policy is indispensable for the 

strengthening and consolidation of industrial estates and tor 

ach1eve11ent of certain objeettves viz. fostering small scala 

enterprises. It would give an. essential thrust to a progressive 

industrial dispersal policy. · 

At the micro level for proper location of an industrial 

estate techno-economie studies or preinvestment surveys are a 

prerequisite. Such a locati on policy must be appropriate not 

only from the point of view of availability of s u1 table land, 

water and adequate power, but 1 t nrus t also have close proxilli t,-
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to markets and selling points together with easy means ot trans-

port. 

At the same time, the study 11ust indicate the teebno­

econollic possibilities or the area; then selection of suit-

able product or product linea that can be promoted 1n an estate. 

In brief, it must relate the resources and markets for eacb ot 

such locations. 

The Reserre Bank of India Wol'killg Group on t1nanc1DI 

industrial estates (1972)1 has an iraportant point in the abon 

context. According .to its saple surrey utilisation ratio ·of 

sheds was noticeably bigber in industrial estates which vere 

set up after proper tecbno-econora1c studies. For instance in 

such estates in Orissa and Tamil Nadu, utilisation ratio vas 

78 per cent and 93 per cent respecti~elY• 

The RBI study pointed out that such tecbno-econollie 

studies were not conducted before locating tbe estates in tbe 

case or Punjab, Haryana1 Uttar Pradesh and Kerala. Tbey re­

gistered accordingly ll low utilisation ratios or 67.3 per 

cent, 5'7.4 per cent, ~9.9 per cent and 62 per cent respec­

tively. The result was that the estate progrUIIIIe did not 

succeed in these states. 

Some states like Taruil Nadu, Keral.a and Karnataka had. 

located their estates, using district as a criterion ot loca. 

tion. 

1 Government of Ind1a1 Reserve Bank of Indit1 RepGrt ot 
the Working Group on Financing ot Industrial Estates, 1972, 
Ch. V, p.21. 
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These varied experiences or different states reveal that 

well planned techno-economic surveys were generally not under­

t&ken till 1971-72. 

2. wh C, t of Cons guct1r of' §beds 
. Pro iem ol Hi Ran s 

There are two views over the high cost of' oonstruoticm 

of sheds in an estate. According to the first view, industrial 

estate is an assistance project for those wbo venture into pro­

duction with capital and enterprise. In such a case, the estate 

policy should be confined to prorta1on of developed land and 

water, roads, drainage and inf'rastructural f'ac111t1es. Con­

struction of sheds must be the responsibility or individual 

units. This view is endorsed by so11e state industrial develop.. 

ment corporations, particularly the M.r.n.c. 
According to another vtev, the industrial estate IIUSt 

proVide constructed sheds together with developed infrastructure 

at as economic a rate as possible.. The Central Government 

initiated a scheme of subsidised rent in most of' the govermment 

s ponsored estates. 

This subsidy is at a nat rate or Rs.Q.08 paise per square 

foot for a period of five years and with time, this rate should 

progr essively increase to come on par vitb tbe economi~ rent. 

The latt er i s calculated taking into account interest on 

capital, depreciation excluding cost of land, maintenance and 

administrative charges at ac tual.s or at 2 1/2 per cent of capital 

cost (which ever is less) and taxes~, 
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The subsidy rent was offered on a nat rate per square 

root of plinth area to the operating small units, with a view to 

reducing their initial cost and to encourage efficient entre­

preneurial policy. It there be any losses to the estates, on 

account of levy or subsidised rent, such losses were to be 

shared by centre and the states on BD equal proportion for S 

years; thereafter, the resW. tant losses were to be borne bT tbe 

state governments. 

The working of the scheme revealed considerable variation 

in the charging of economic rents on account ot different styl­

ing of industrial estates. 

As one Evaluation Report2 obsened it would mean soll8 ot . 

the small units were paying 21 per cent or their working capital 

to meet the economic rent ot such industrial estates. 

Hence high cost ot construction and consequent high rents 

call for standardisation or sheds and economy 1D estate con­

struction. It such practices were adopted, pro11pt rep.-ent ot 

rent could be ensured and a progressive rate of penalty on rents 

would check the arrears . in rents. 

With the coming of speCialised develo}!)llent corporations -

the Maharashtra Industrial Developmeat Corporation, GuJarat 

Industrial Development Corporation and the Small Indu.tatries 

Development Corpor ations or Tamil Nad.u (SIDCO ) 1 these states 

are encouraging the pol i cy ot hire purchase or outright sale of 

sheds. The swi tch over from sheds on rental basis to hire-

2 Andhra Pradesh Planning Department, State Evaluation 
Committee Working of the Indus trial Estat es, Evaluation Studies 
No.22 1 Hyderabad, 1965, pp. 24-25. 
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purchase system had been aoti vely promoted troll 1917 at the 

SIDCO assisted estates in Ranipet, Tricby, Ku:rucbi and in 

.AIIbattur. 

3. tJpsound Entmreneur Policr 

The provision of sheds and infrastructure is neces•ary 

but not a sutt,.cient condition tor success of an industrial 

estate. This 1 argely depends on the 'l\1811 ty ot entrepreneurs, 

occupying the sheds. In the early period ot the development ot 

the estate programme, it was not difficult to .select the l"igbt 

type of entrepreneurs. Tbey were willing to occupy the com­

pleted estates which were 5'2 and most of tball\ were urbaD 

estates. 

After 1966, with accent on proaott..on ot sm&l.l industries 

in dispersed rural locations, the estates experienced ditti­

cul ty in attracting entrepreneurs to rural and indus triall7 

backward areas. 

In a ma,1or1 ty of the locations, the estate suffered f'l'o11 

ill-equipped infrastructure and looal. entrepreneurs were not 

forthcomina. In sucb cases, . the estate bad to search for 

applicant en trepreneurs. This resulted in several other pro­

bl ems like non-occupancy, low utilisation or land and 1ntr~ 

structure. 

Indiscriminate policy of filling an estate became a 

serious problem. The entrepreneurs have not commenced pro­

ducti on in the s heds . They utilised the allotted supplies ot 
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scarce raw materials like steel, zinc tor their units outside 

the estate. The entry of big units in industrial estates led 

to pre-emption or sheds facility and prevented the entry ot . 

genuine entrepreneurs. 

Despite the rapid grovtb 1n the nu•ber ot ea tates, •any 

estates are yet to fomulate a suitable a4111saion policy. 

The Gujarat Industrial Development Corporation hal eYo1'f­

ed an entrepreneurial profile in its econo•1c survey of the 

G.I.n.c. estates.3 The data given below pertains to 1,320 

entrepreneurs, who ~ad industrial enterprises all o~er Oujarat 

in the year ending March 1974. 

The statistics of the previous occupation or tbe eDtl'e­

preneurs are presented in Table 3.2 in summary for.. 

Table 3..2: Statistics of the Prev1oua Occupation or tb.e 
Entrepreneurs 

~ ~ ~ ~ ~ ~ ~ - - ~ ------- ~ - -- ~ ------ ---
Em- Mer- Manutac- Profess- Une11- Stu- Fan-
ployees chants turers ionals ployed dents en 

461 

< 3S%> 

168 

{1~) 

78 

6~ 

·12 

1~ -~ -- - - - ~ - - ~ - ~ -- - ----- ----~ - --- ~ 
Source: R. L. Sanghvi, Role of Industrial Estates 1n a Devel.OP-

1ng Economy 1978, Ch.Vl, p.l09. 

3 R. L. Sanghv1 , Role of Industrisl Estates in a Develop.. 
i ng Economy, Mul t i Tech Publ ishing Company, 1979, Ch.vt, p.l09. 
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Table 3.2 reveals the following : · employees - technicians, 

workers, supervisors, constituted 35' per cent of total indu­

strial manufacturers. Merchants, Professionals and traders are 

three potential source or entrepreneurs. With tbe accent ot 

cooperative estates and a few functional estates, the estate 

author! ties have now to formulate a sui table approach towards 

selection or an entrepreneur on the basis or axis ting and poten­

tial entrepreneurs • 

.... Absence of Common tinice Centres 
and Testing Faciil-es 

A beginning was mad.e in Fcurtb Plan .. f _or proVision or comaon 

service centres and testing facilities. Four prototype Produc­

tion centres were set up at Rajkot, Okhl.a, Hovrah and at Madras. 

These centres are equipped w1 th desiping, dev6lop1ng and test­

ing machines and other equipment sui table tor small units. 

The Sma11 Industries Development Organisation (SIOO) is 

giving advice on technical matters confronting these units and 

tor starting new units/industries. Between 1961 and 1971 adYice 

on technical matters vent up from joi..,085' to 1,59,000 cuea. 

Advice in staJ'tlng new units rose from 231169 to 71,000 cases. 

'l'bis showed that SIOO is emerging as a catylst institution to 

the small units in the matter or technical advice. 

Problems of Estates at the Micro Level 

Small industries face various problems which ultimately 

impair their efficiency and viability. The difficulties or 



small enterprises . arise from a variety or factors such 8S in­

adequate power, scare! ty or raw materials, inadequate credit 

arrangement and unpredictability ot markets. An understanding of 

these problems would be necessary at this stage from the l)Gint 

ot view or an industrial estate. These apply to s11all scale 

units located in it. At the same tiae, they are general 1D 

character and hence would. apply to small enterprises irrespec­

tive or location. 

1. Under Utilisation 

Under utilisation is defined as low utilisation or sheds. 

This volume of idle eapaci ty reneets the extent to which the 

members of an estate are failing to use the faoili ties pro\tide4 

in the estate. Tbe ra.otors that are responsible for this lov 

utilisation of sheds are highlighted here. 

Tbe utilisation of sheds in the early stages ot estate 

programme was slow. The number of operating sheds as a percentage 

of total number of sheds constructed registered a rise from SO.S 
per cent to 60 per cent :between 1960 and 1966. In the period 

thereafter, it l"'se by another 3 per cent to reach 63 per .cent 

as of March 197!$.. This roughly accounts toT unutillsed sheds 

cons t1 tuting SO per cent in t he early decade and is "51 per cent 

as of March 19?S. (Refer Tables 2-.4 and 2.6) 

Thi s lol-r utilisation of sheds i s caused by factors like 

lack of raw ruater1al , power. It i s also caused by insuff icient 

allocation or s caroe raw material and absence o~ marketing 

facility. 
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Problems in .Allocation of 
B!! Material 

The general pollcy in the past was the distribution or 

critic·al ra materials to small scale units and now this is 

gradually extended to cover tbe artisan units. It must ear­

mark specified quantities of raw materials for major supplies 

and route them through the State Small Industries Develo}JIIe!lt 

Corporation for distribution to small units. 

First there is shortage of essential ra materials like 

certain categories ot steel, pig iron, grade alum1n1WJ, copper, 

tin and zinc, cement, certain chemicals canalised by State 

Trading Corpora.tion etc. Here the problem is one of scarcity 

and relative low allocation to the small units vis-a-vis the 

Director General of Supply and Disposal (DGS and D). This can 

be seen in 'fable 3. 3. The total value ot import and release 

order of small sector as a percentage of total value of licence 

and release order declaned from 28.67 per cent to 17!32 per cent 

over the period 1971 and 1977.. The s11all sector is placed at a 

disadvantage as compared to the DGS&D units. The latter submit 

periodic records of their raw material to the canalising 

agencies or these agencies allocate it on the basis or their 

licensed capaci tY.. 

The small scale un1 ts could not sublli t such accurate rav 

material requirement with canal1sing agencies or Directorate ot 

Industries as they suffer from uneven de111and:• In 1980, they 

obtained roughly 10 per cen t of its es t1mat ed demand, and final 



Table 31 3: Value of Import Licence and Release Orders Issueci to Small Scale and 
D. G. T. D. Units 

(Rs .. in crores) -- - - ------ --- - --- - --·----- ----- ---- ----- -- --Year Small Sector Large Scale Sector(DQT.O > Total value · Pereen-
•aw .... •·--~~~-...,...-.-.,..._ .. ._ ~~-~--~·------~--~~~~ (lt+7) tage or 
Import Release Total Import Release Total a.to8 
licence order licence order 

-1 2 3 ... ; 6 - 7 8 ,_ -- .. - ~ - - ---------- ~ - - - ----. --~ - - ~ -- - - --- - ----. 
1971-72 117.95' 37.07 15'7'.02 23't-... 7 1~.~ 385'.7lt- ~ .. 76 28.67 

1972-73 86.37 5'8;.5'1 14lf..88 171.81 193.31 365'.12 5'].0.00 28.lt-l ~ 

l973-7lt- 82.88 107.82 190.70 198.16 269.86 468.02 6;2.72 28.95' 

1971+-75' 5'8.80 70.10 128.90 2;3.08 272.01 ;2;.09 65'3.99 19.71 

1975'-76 87.SO 48.97 136.lt-7 619 •. lt-7 31.9.07 938.sa. 1075' .. 01 12.69 

1976-77 101.07 22.33 129.40 5'47.26 70.41 617.67 747.87 17e32 

~ - ---- - -- --- -- --- - - - --- - --- -- -------- . -----
sourcea Govern•ent ot India, M1niat17 ot Industry (DO(SSI )l· Small Sc&le Industries 

1D India, Handbook ot statistics, 1977; Table ;.7 •. , p .. 1S2.· . 
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allocation through SIDes to these units came down as lov as 2S 

to 37 per cent of their requirements. 

To understand the problem of misallocation and relative 

low allocation a glance at Appendix Table II would be sufficient, 

where estimated demandeel and allocation of steel, statevise is 

given. It shows that some states got larger allocatioD thaD the 

rest and even among them, the allotment or steel vas less than 

the estimated demand. It is seen that allocation in 1979-80 and 

1980..81 was less than the demand for the single year 1979-80 1n 

respect of Andhra Pradesh, Chandigarh, Delhi, Haryana, Pwtjab, 

RaJasthan and Uttar Pradesh. In Maharasbtra, GuJarat, Tamil 

Nadu and West Bengal, the allocation was a little higher in rela­

tion to demand but it was much less tban the del'IJand for 1979•8(). 

The Estimate Co111111ttee (19R0-81) opined that larger 

allocatiol'l were made to the States ot Andhra Pradesh, Gujarat, 

Maharashtra and lesser allocation to Orissa, Punjab, Uttar 

Pradesh and Madhya Pradesh. It also 11eant that even though the 

developed states like Maharashtra and Gujarat got relatively 

more all.oeation than that or the developing states like Orissa, 

Punjab, Uttar Pradesh etc. their allocation or steel in 1979-80 

and in 1980..81 was less in relation to their estimated demand 

in 1979-80. 

A similar pr obl em vas noticed in the dist~ibution of im­

ported machinery and scarce componen ts . The valu.e of the 

machineries delivered by the National Slllal.l Industries Corpora­

U.on (t~ .• S . I .c.) had been hlgb at :as .990 lakhs in 1975, Rs.906 



lakbs in 1976 and declined to Rs.321 lakbs in 1977. This can be 

seen in Table 3.4. Tbis decreased suppl7 or aaebinea and 1wport 

Table 3.lt: Val.ue of Machines Deli~ered by National S11all 
Industries Corporation to Sllal.l Scale tJni ta 

- - ---- --~ - --~ -- ~ ~ ~ - -- -- ~ - ~ -~ ~ -- -~ Value or machines de­
livered (Rs.in lakb~) 

Year 

--- ... 
1974-7~ 

197~-76 

1976-77 

990.90 

906.11 

321..4~ 

Sourcel Government ot India, Ministry ot Industry DC(SSI ), 
Small Seale Industries in India1 Handbook ot 
Statistics, 1977, Table S.6, p. n. 

-
components had resulted in the small scele units, operating at 

a lower scale of production. 

Failure of Mqketins 

Since 1 ts inception the growth or small sector bas been 

slow for want of satisfactory. marketing arrangement tor tbei1" 

pr oduct s. But no'' in the three decades ending March 1980 the 

s mall ent erprises total a figure of 8 lakhs., The marketing or 
goods of thi s sec tor with its concoa1tant of product standard­

i sat i on, qual1 ty control, marke t s urveys therefore needs special 

att ention. 

The government and 1ndustr 1el estates should support such 
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activities on a priority basis. Measures like purchase pre­

ference policy and reservation polic.y for exclusive purchase 

by government departments and public undertakings are being 

promoted from 19'57 onwards. 

The number or items reserved for purchase from small 

sector rose from 16 to 21t-1 i tams between 19'5'1 and 1977. So 

also the i tams purchased by the DGS&D are elassitied into tour 

groups. Group I includes items which are ot no interest to 

small scale units and can be procured only from large sector. 

Group II include 1 tems which by nature require large scale 

firms as prime contractors but pel"'li t substantial scope tor 

large un1 ts to purchase components and parts ot small scale 

uni t s. Group I I I are res! dual i tams which small and large 

units supply. And Group IV includes items which are reserved 

for exelus1 ve procurement from small scale un1 ts. 

It can be seen from Table 3. '5 that Groupwise purchase ·- .. __ 

by the DGS&D from small seale industries as Whole rose from 

Rs.72.7S' crores in 1972-73 to Rs.86.03 crores in 1914-7'5. 

Items under Group IV register a !llDall size trom Rs.l7.13 

crores to Rs.2'5. 34 crores over tbe s81'1e period. It IDaans that 

small sector is getting only a small share in the o"'erall 

purchase by the DGS&D. s uch a procurement policy ot small 

sector products by DOS&D will not help tbe viability of small 

scale. enterprises in the l ong run. 

Thug the problems of an industrial estates are elosely I 
linked with the problems or its member units. To evolve an 



76 

T&b1e 3.S; Groupwise Purchase Made by the OOs&D fro~~ Small 
Scale Industries 

(Rs. in crores) -

-~~~--~~-~~~-~---~--------~~~-~~ Year Group Group Group Group Total 
I II III IV 

19'12-73 

1973-711-

1974-'lS 

S2.33 

38.88 
SJ-61 

17.13 

12.32 

2S.~ 

Souree.a Intertm Report of the Collll1ttee on Goftmllent 
Purchases. 

72.7'5 

'5'5.'12 

86~03 

effective strategy to put the industrial estate progr••• in 

order an Integrate4 Approaeb is . ntqtd.red at every a tage fd 

estate planning. It requires s11all n1111ber or. 'Viable industrial 

estates at dispersed locations on proper tocl!mo-.econoad.o 

studies, It further calls for pro'Vi.sion of de'le1oped pl.ots aDd/ 
. - ;; .. ~ . 

or hire-purchase system of sheds, and appwpriate tie-ups with 

development/financial institutions tor proVision or packace 

facUities. 
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Appendix Table !Is statement of Demand tor steel Put Forth by 
the SIDC•s Along with Allocation for 
1979-80 and 1980.81 

(Metric tormes) -........ -' - - -- - ............ - ....... - .. --- .. ,. - .... - -
sr. 1979-80 1979-8o 1980-81 
Bo. deman4 allocation allocation -.... --- - .. --- ...... - .. _. - - .. - .... - .. --~ - - --
1. A.P. 5'6,000 26,275' 29,000 

2. Ass a 13, 95'0 8,000 u,ooo 

3. Bihar 17,983 15',015' 15',160 ... Cb:andigarb ltlf.,220 121a.GO 13,000 

5'. Delhi 1,1+8,900 lt-2,5'00 lt-5',960 

6. Gujarat 79,900 5'0,5'00 5'3, 35'0 

1. HaJ'yana 1,12,800 ~,200 40,100 

8. Himachal Pradesh 17,18o lt-,15'0 4,5'00 

9. .Tammu &: Kashmir 36,305' 17,5'00 19,015' 
10. Kana a taka 39,700 26,300 29,000 
u. Kerala '+7,685' 25',000 28,125' 
12. M.P. 30,000 20,000 21,300 
13. Maharashtra 92,!)1..0 5'5',000 SS,dOO 
lit-. Orissa 20,191 15',000 16,~0 

15'. Punjab 1,69,000 '+5',000 5'0.95'0 
16. Rajasthan 85',35'0 20,000 2S',ltoo 
17. T81DU Nadu lt-2 1 9lt-O 26,000 29,5'85' 
18. Tripura 6,226 5'00 800 
19. U.P. 1,oo,ooo 4o,ooo '+3,975' 
20. West Bengal 4-5',5'20 32,136 36,9o4 
21. Pond1cherry 5',4oo 2,000 2,300 - - - - ~ --- .. -.. --- .. -- ----.. - - ------ - . Source: Rstimates Cowm1ttee · (1980-81) 1 14-tb Report to 7th 

Lok s abha, pp. l6-17. 



CHAPTER IV 

COR'CLUSIOB 

Ruing appraised the pl"'gress and pro'ble•s of tbe 

Industl"ial Estate Programe, tbe toUwiDg COIIlllenta will be 

in order by wq or conclusion. 

The progra11111e aa it stands to-d• se•s to haYe tailed 

to generate a large nWiber or viable industrial estates 1n 

the eeonoiQ'. Hove"fer, 1n s011e de"felopecl states sueb as 1D 

Maharashtra, arul in Gujarat, tbe objectivu b&Ye baa appareDt. 

ly realised to some extent. It is also partially suecesatul 

in the states ot Tallil Badu and Andhra Prad.esh. The succus 

of' industrial estates in these states is generally the re­

flection or the overall superior capacttz ancl capability 1D ,.. 

these states to take aclvantage or · the schemes ot induatl'ial 

development. 

In contrast, the ! state Programme did not pick up 1D 

the backward states ot Assu, Orissa, Bihar and in the 1D­

dus tr1ally less developed states of Punjab and Baryana_ 

The estate. programme has not succeeded in the backward 

s tates, as t hey were round to be still suffering tro• (a) 

acute poverty, absence ot local entrepreneurship and low level 

of industrial development, (b) absence of a proper location 

policy. 

78 
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Apart from these two basic shortcomings of industrial 

estates, a majority of the estates, particularly in the back­

ward states are suffering tro111 other problems such as PGOr 

infrastructure, bigb cost of construction, slow pace ot tbe 
OH'rJ.-

develop!llent corporations,;.. poor, entrepreneurship. Tba 111-

portant operational problems of the estate units ware identi­

fied as poor and low raw material allocation, idle capacity 

or sheds and inadequate 111arket1ng techniques. All these 

factors plqed their role to the detriment or tbe indus tnal. 

as tate progr&m!Jie. 'l'hus it has failed to pro110te viable small 
. 

enterprises in tbe backward states. It has therefore contri-

buted little as a tool of industrial dispersal. 

Industrial estate by itself cannot achieve industrial 

dispersal or help in attainment ot the goal or balanced re­

gional development. Its scope is rather limited. It should be.. 
by 

clearAnow that it is a technique or device tor providing 1na-

diate infrastructure and other requirements tor starting small 

and med1UtD indus tries. Even here the working of indus trial . J 

estates are beset with several problems~ 

Industrial dispersal policy is essentially a long teN 

progr amme. Though much ef11Pbas1sed b.Y industrial poli~ revo­

lution 1976 and by the Second and Third Plans, the first 

et f'ort in promoti ng i ndustrial dispersal came when central 

government initiated i n 1971 a scheme of capital investment 

subs1.dy (1971) and other incentives for promoting the develop.. 

ment or indus trtes in the backward areas by giving them 
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preferential treatment. 

The scheme revealed the following shortoollings 1 such as 

the choice ot · a large nw1ber of districts oa the part of the 

government, unequal sharing of subsidy and finally the 84-

llinistrative delays in subsidy re11Dbursellellt. These probl ... 

need to be studied in depth tor a nabla solution. 

Another maJor ~ing is that 1ncent1Yes such u capital 

inves tllent subsid7 cannot over0011e the locational. d1sa4vantagea 

or the backward areas. It is clear that ODly by concentratiDg 

on limited mumber of prollising areas caD any visible iliPaot be 

•ad• OD the backward areas. In such a fr•ework there 1181' be 

good potential tor functional ty-pe or estates to pro110te indlll­

stries in such areas-.. 
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