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CHAPTER J 

INTRODUCI'ION · 

.1.1. The Expert Committee on Unemployment ·set up a Working 
Group on Financial and Fiscal Measures under its Office Memorandum 
No. 9/2171-ECU (TECH)'/F&FM dated 22nd September, 1971, "to 
suggest suitable strategies for employment generation both short-term 
and long-term including technical, financial and fiscal measures in res
pect of different sectors of the economy. The Working Group will 
regard to the subject allocated to it, ascertain facts, locate the main 
problem areas, examine solution for the problems and suggest such of 
them as it would commend for the Committee's consideration." The 
Working Group originally consisted of:-. 

I. Dr. D. T. Lakdawala,University of Bombay. 

2. Shri T. S. Sankaran, Ministry of Labour & Employment, Gov
ernment of India. 

3. Dr. R. M. Homivar, Ministry · of Finance, Government of 
·. Jndia. 

4. Shri J; Banerjee, Ministry of Foreign Trade, Government of 
India. 

5.. Dr. Tapas Mazumdar, Unive~sity of Calcutta .. 

6. Dr. J. N. Sinha, University of Delhi. 

7. Shri G. Ramanujam, Indian National Trade Union Congress .. 

1.2. Subsequently, however, the following members expressed: 
their inability to continue their membership in the Working Group. 

1. · Shri 'J. Banerjee. 

2. Dr. Tapas Mazumdar. 

3. Dr. J. N. Sinha. 

4. Shri G. Ramanujam. 

5. Shri Raj Pal. 

· 6. Dr. R. M. Honavar. 

1.3. In view of this, a need was felt to add new members to the 
Working Group; Accordingly, the following members were requested 
t<_> join the Working Group:-· 

1. Dr. M. N .. Goswami, Ex-Vice-Chancellor, University of 
. Gauhati.. · ' ~ . 

2. Shri D. H. ·Pai Panandikar; Federation of Indian Chambers 
of'Commerce and Industry. 
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3. Dr. M. Yadava Reddy, Osmania UniverSity. 

4. Dr. M.-K. Rakshit, University of Calcutta. 

5. Dr. P. D. Ojha. 

6. Shri Raj Pal, Ministry of Foreign · Trade, Government of 
India (resigned subsequently.). 

7. Dt. Y. K Alagh, Sardar Patel Institute of Economic and 
Social Research. 

8. Dr. G. S. Bhalla, University of Punjab. 

1.4. Dr. V: Agnihotri, Director, Expert Committee on Unemploy
!Dent was appomted. as s.ecretaiJ: of the Working Group. The Work
mg Group held meetings m Delhi and Bombay from time to time In 
all, the Working Group held twelve meetings. · 

.1..5. ~n the course ~f its deliberations the G~oup found it he! ful 
to elicit VIews and expenence of some of the leadmg financial corp~ra
tions, banks and d~velopment ~rganisat!ons. In pursuance of these, 
the Group met theiF representatives, a list of whom is enclosed (An
nexure J). The Working Group derived considerable help from them 
We are grateful for their cooperation. · 

1.6. The exiSting information re~rdirig the. States' incentives is 
very meagre. It wa~. therefo~e, copstd~red necessary to get detailed 
informatioD: on the eff~ts of mc~nhves ~n a few States. Information 
was accordingly obtamed r~gardmg GuJarat, Maharashtra, Haryana 
and the Punjab. The Wo.rkmg Gr.ol!p al~o. cons!dered. it essential to 
get some idea of the detailed. adnumstratwn of mcenhves at least in 
one backward State. Accordmgly, the research staff ass6ciated with 
the Working Group was asked to make a case study of the adminis
tration of incentives ill' Assam. A brief report of this is at Annexure II. 

r. 7. The Working Group also participated in the Joint I. L. o. 
Workshop organised by the Expert ~ommittee on ~neri)ploy~ent' from 
2nd to 7th August, 1972. The sublect at the Semmar Specific Fiscal 
and Financial Measures for Promotmg Employment through Industria
lisation" gave an opportunity to the Group to get a better grasp of the 
complex issues connected with the problem of employment generatioa. 

1.8. The Working Group would like to express. its _thanks to Sarva
shri Jyotirmoy Bosu, M. P .• pr. Gautam Mathur and Arian~am, ~- P., 
and members of the Commtttee on Unemployment for havmg evmced 
teeri interest in the deliberations of the Working Group. . Their parti
cipatioo in a few of our meetings was of value to the.. Group. The 
Group also had the benefit of guidance from Shri B. Bhagawati, Chair
man of the Committee who specially addre5sed the members of the 
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Working Group at one of its meetings held at Bombay on 24th May. 
1972. The Group would also like to thank Shri N. S. Pandey, Member 
Secretary of the Committee oli Unemployment. 

1.9. The Colllil'littee received valuable technical assistance from· 
Dr. J. C. Sandesara and Dr. T. S. Papola. We wish to place on record 
our appreciation and. thanks for their cooperation.· Dr. Pravin G. 
Pathak, Junior Economist, Sardar Patel Institute of Economic and 
Socia.! Research, Ahmedabad and Mr. Deepak Khurana and Mr. Y. P. 
Garg, Research Assistants, University of Punjab helped in preparation: 
of the working of States' incentives. Our thanks are due to them. The 
Working Group also wishes to place on record its gratitude to the 
Industries Department of Maharashtra, particularly to Shri Bhave and 
his Private Secretary, Miss U. B. Bhavsar. Shri Bhave's practical expe
rience of the functioning of industries in Maharashtra was of consider
able assistance to the Group. But for the active and willing cooperation 
and assistance of Miss Bhavsar, the Group would not have been able 
to arrange frequertt meetings at Bombay. 



0IAPTER 2 

STRATEGY FOR AN EMPLOYMENT .POLICY 

. 2.1. Technical measures .a!ld fis.cal and financial incentives imply a 
uehberate attempt at channehsmg mvestrnent and . other types of eco
nomic effort into directions which ··meet certain desired objectives of 
~ocio-economic policy. -'The design of such measures has to be related 
to the objectives that. an economy se~s for its7lf: More co!lcretely this 
involves an attempt at an understanding of ex1stmg economic processes 
the setting up of specific objectives of economic policy and the delinea: 
tion of paths along which the economy may move smoothly towards 
its chosen goals. The choice of such paths is the core of economic 
planning and an oyer~ti.onal '.'~trategy of pl~nning" would essentially 
~onsist of a set of pohc1es denved from an mter-<:onnected view of a· 
development process. Technical, fiscal and financial measures •would 
be a part, perhaps an ~mportant.one, of the set of policies thus derived. 

'The objectives of Indmn planmng have broadly been stated as fol
lows:-

1. Rapid economic development; 

2. Self-reliance ; · 

3. Expansion of employment opportunities; and 

4. Removal of inequality in income and wealth. 

Our task is to suggest measures for the maximisation of employ
ment opportunities within this framework. We begin this chapter with 
a discussion of the nature and structure of unemployment of labour in 
the Indian economy. The operational strategies of planning adopted 
for the Indian economy are then. critically reviewed so as to arrange 
in a systematic framework, a policy of employment generation in the 
context of other planning objectives. Finally the outlines of such. a 
policy are also indicated. 

Structure of Employment and Unemployment 

2.2. We begin with an analysis of the Census data· on occupational 
distribution of working population. The 1971 Census of India Provi
sional Results (I % sample) are reproduced in Table 2.1. It may be 
noted that this definition is different from the one given in the earlier 
Census 

4 



'fAiitE 2.1 

i};stribution of Working Population : Occupation, Sex and Rural aud Urbllli 

(In millions) 

Occupation Rural Urban All-India 

Male Female Total Male Female Total Male Female Total 

1 2 3 4 5 6 1 8 9 10 

I. Cultivators·.,. 67·68 9•03 76·71 1·52 0·14 1·66 69·20 9•17 78·37 
(56•50) (32·57) (52·00) (5·33) (4·23) (5·22) (46·65) (29·57) (43·70) 

VI 
2. Agricultural Labourers 30·30 15·12 45·42 1•36 0·56 1·92 31·66 15•68 47·34 

(25·29) (54·57) (30·79) (4•75) (17·18) (6·03) (21·34) (50·61) (26·40) 

3. Live>tock, For03try & Allied 2·97 0·70 3•67 · O·"O 0·07 0·57 3·47 0·17 4·24 
Activities. (2·48) {2· 5I) {2·48) {!· 75) {2·19) (1•79) {2-34) (2 ·47) (2•36) 

4. Mining & Quarrying 0·47 0·08 0·55 0·27 0·03 0·30 0•74 0·11 0·85 
{0·39) {0·30) (0· 31) (0·96) (1·00) (0·96) (0•50) (0·38) (0·48) 

5. Manufacturing, Processing & . 6·65 1·43 8·08 il·oil 0·76 8·84 14·73 2•19 16·92 
Repairs. · (5·55) (5·17) (5-41} (28·32) (23·12) (27·78) (9·93) (7•07) (9-43) 

(a) Household Industry 3·50 0•98 4·48 1·27 0·34 1·61 4·77 1·32 6·09 
(2-92) (3 ·53) (3 ·03) {4'45) (10·39) (5-06) (3-21) (4-26) (3·39) 

(b) Other than Household 3·15 0·45 3·60 6·81 0·42 7·23 9·96 0·87 lo-83 
Industry. (2-63) (1·64) (2-44) (23-87) (12·73) . (22·72) (6. 72) (2-81) (6·04) 



1 2 3 4 5 6 7 8 9 10 

6. Construction . }·00 0•10 1·10 0·98 0·09 1•07 1·98 0··19 2•17 
(0·84} (0·36)' . (0·75)· (3·43) (2·6S) (3·35) (1-34) (0·60) (1·21) 

7. "{rade and Commerce 3·38 0·27 3·65 6·14 0·27 6·41 9·52 0•54 10·06 
(2·82) (0•98) (2·47) (21·51) (8·21) (20·14) (6·42) (1·75) (5·61) 

8. Transpor•. Storage, etc .• 1·14 0·02 1·16 2·79 0•07 2·86 3•93 0·09 4·02 
(0·96) (0·09) (0·79) (9•78) (2·09) (8 ·99) (2·65) (0·30) (2·25) 

9. Other Services 6·21 0·96 7·17 6•90 1·29 8·19 13·11 2·25 15·36 
(5·18) (3·45) (4·86) (24·17) (39·27) (25·73) (8·84) (7 ·25) (8 ·56) 

Total' Working Population 119·79 27·71 147•50 28·55 3·29 31·84 148·34 31·00 179·34 1:1\ 

Total Population • 223•95 212·94 436•89 58·47 50·13 108·60 282·42 263·07 545·49 

Percentage of Wurkers to 53·49 13·01 33·76 48•83 6·55 29·32 52•53 11·78 . 32•&8 
Total Population. 

Note : Figures in brackets indicate the percentages to the re>pective working population. 

~oiU'ce ; Provisional Population rotals (I~ Sample)-1971qe~uq. 
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The censils'"data show that agricultur:H arid allied activities absorb 72.5 
per cent_ of the total working population, Next in importance are 

·serVic-e!! and' mining and ma·nufacturing which account for 17.6 per cent 
and 9.9 per cent of the total respectively. 

Employment in Organised Sector 

2.3. The Census data do not show occupation-wise distribution of 
workers between organised and unorganised sectors. The Directorate 
General of Employment and Training through its Employment and 
Market Information Programme collects information on organ:ised 
employment in all establishments employing 10 or more workers in 
both the public (except Defence Ministry and its establishments includ
ing armed forces) and the private sectors. As Table 2.2 shows, employ
ment in the entire organised sector of the national economy stood at 
14.98 million workers in 1965 and 17.45. million workers in I 971. Data 
for earlier years are not comparable since they cover establishments 
employing 25 workers or more. Thus in 1971, the organised sector 
may be estimated to account for 9.5 per cent of the total workers. The 
most important fields of organised employment were services and manu
facturing. The public sector accounted for more than 3 I 5ths of the 
workers in organised employment and was predominant in construc
tion, electricity, gas, water, etc., transport and communications and 
services. Employment data for the unregistered factory and unorganiz. 
ed trade and services sectors are not very reliable.' 

TABLE 2. 2 

Employment in the Organised Sector 

(Figures in millions) 

Industrial Classificatic n March 1965 Mach 1971 

1. Plant~tions, Forestry 
:l. Mining & Quarrying 
3. Mmufacturing . 
4. Construction 
5. Electricity, Gas, Water etc. 
~- Trade and Commerce 
7. Transport and Communications 
8. Services 

TOTAL 

Public 
Sector 

0•21 
0·16 
0·64 
0•74 
0·29 
0•14 
2·04 
4·73 

8·9S 

Private Public 
Sector Sector 

0·89 0·28 
0·49 0•18' 
3·61 0•80 
0•19 . 0·88 
0•04 0·43 
0•22 0·32 
0•11 2•22 
0·48 5•60 

6•03 10·71 

1 The Shops and Establishment Act data are the major source. 
Source : Directorate Generai of Employment and training: 

Private 
Soctor 

0•80 
0·4(1 
3·96 
0·14 
0·05 
0·31 
0•10 
1·00 

6·76 
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2.4. Detailed employineni data are, however, available for the regis
tered factory sector; 2.4 per cent of the total working population in 
the Indian economy in 1968 was engaged in this sector while the corres
ponding percentage was 2.0 in 1951.~ There were, however, significant 
inter-regional differ~nces in this characteristic. As shown in Table 2.3, 
in 1968, factory employment ranged from 0.02 per cent of the total 
population in Jammu and Kashmir to 2.014 per cent in West Bengal. 
Factory Labourers as a proportion of the total. working population rang
ed from approximately 0.67 per cent in Jammu and Kashmir to 7.1 
per cent in West Bengal.' West Bengal, Maharashtra, Gujarat, Tamil 
Nadu. Kerala and the Union Territories were above the national aver
age in this regard, while the rest of the States were below. The relative 
wportance of factory employment in the States in 1968, the annual 
~ompound rate of growtn. of industrial employment between 1956 and 
1968 and the absolute increase in the same period, are shown in Table 
2.3. The rate of growth in factory employment ranged from 0.41 per 
<:ent per annum in Assam to 10.41 per cent in Mysore. 

TABLE 2· 3 

Factory E'Yl?bymqnt Statistics in the States of India 1956-1968 

Factory Rote of Ab5olute , Factory Employ-
Emoioy- Growth Increase ment Per lakh of. 
meat as . 1956-1968 in 1968 population 

S!oteo %of ail compound over 1956 
India· . %pei. (in Lakhs) 1956 1968 . 
Total annum 
(1968) 

I. An1h'a Pradesh 6·(} 2·72 0·78 614 683 
2. As5J.m 1•7 0·41 0·04 728 541 
3. Bihor 5·4 3•20 0·81 421 472 
4. Gujurat 8·6 1·98@ 0·59@ 1,620 
5. J::tmmu & Kashmir 0 2 N.A. 0·04 . 147 231 
6. Ke:-a1a 4·3 I • 31 0·39 1,098 l,OJ S 
7. Madhya P:adesh 4·7. 2•40 0·56 583 582 
S. Maharashlm 19•8 2·20@ 1·54@ 1,983 
9. Mysore 5•2 10·41 1·71 354 885 

10. Orissa 1·4 10·16 0·44 145 327 
II. Puf\iab & Haryana 3·8 5·90 0•91 555 1,580 
12. Rajasthan 1·7 5·02 0·36 254 328 
!3. Tamil Nadu 8·7 2·40 1·03 978 1,084· 
14. Uttar Pradesh 8·1 2•84 1·10 3{8 445, 
15. West Bengal · 17·9 1·88 1·68 2,236 2,014 
16. Union Territories 2•5. 6·03 0·60 725 1,000: 

Au. INDIA 100·0. 2·78 13·37 862. 912 

Source : Op. cit., M. V. R.aghavachari; Table 3", pp. 997-998. 
Note. : @=Figures of States do not add up to all India total since the base 

for Gujarat and Maharasbtra is different. 

• M. V. Raghavachari, Trends in Employment Growth in the Factory 
S<'Ctor in Jn-~ia: 1951-1968, Reserve Bank of India Bulletin, July 1971, Table 
I, p. 995. . . . . . 

• Ba.e:l on particiNtiOI] rates in different St.\tes given in Census of India (Pro
vhional Population Totals 1971). 
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Rural Sector 

2.5. The contribution of registered factory employment to the over
all employment situation is thus marginal. Expansion of this sector 
shall be as a part of .the long term planning process of the structural 
transformation of the economy. The important aspect of the discus
sion of unemployment in India, therefore, has to be in the context of 
rural unemployment and the migration of rural unemployed into 

c urban towns. There are well recognised conceptual difficulties in mea
suring rural unemployment in India.' Employment data, of a meaningful 

· type, are extremely scarce. /rhe Report of the Committee of Expe~ 
on Unemployment Estimates rightly concluded that "the concept of 

. unemployment is not meaningful in the conditions prevailing in India". 
They have, however, suggested improved concepts of and methods for 
measuring unemployment. Following their recommendations, the inc.i-

. dence of unemployment was estimated with data of the 25th Round of 
the NSS, by calculating the unutilised labour time (mandays during 
which a person did not work and which were spent in search of work 
and/ or during which he was available for work) as a proportion of 
total numi,Jer of mandays for which the data from the 25th Round were 
available. J The estimates showed (1) among small farmers, the inci
dence of unemployment varied from 0.7 per cent in Punjab to 9.5 per 
cent in Tamil Nadu for males, and from 0.5 in Orissa to 6.8 in Tamil 
Nadu for females; (2) in the case of male landless labourers, the inci
dence of unemployment was once a·gain 'the highest in Tamil Nadu 
(!4.5).' Punjab came next with an incidenc6 of unemployment of 13.8 
per cent. This ·estimate appears to be suspect.' Orissa reported the 
lowest incidence (l.l), closely followed by Mysore (1.4)_ The inci
dence of unemployment was nil among the female wage-earners of 
Punjab and Haryana and negligible in Mysore (0.4) and Orissa (0.9). 
The highest incidence was in Gujarat (8.8) followed by Tamil Nadu 
(8.3). t The relatively ·advanced States such as Tamil Nadu, Gujarat, 

· Maharashtra and Haryana showed higher incidence of unemployment, 
while States such as Orissa, Assam and Rajasthan showed lower un
employment incidence. I While interpreting these results,. it may be 

'· Government of India, Report of the Commz'ttee on Unemployment Estimates 
(New Delhi, Planning Commission, 1971). 

'· A pre\iminarystudy ofNSS 25th round data is contained in M. L. Dantwala 
Approaclres to Growth and Employment Presidential Address to Fourth Gujarat 
Ec,:,nomic Conference, Rajkot, 1972 .. The above re>ults are from Prof. Dant
wal.a's study of the 25th round data. Data pertain to 10 States namely Assam, 
Gujarat, Haryana, Maharashtra, Mysore, Orissa, Punjab, Rajasthan Tamil 
Nadu and U.P. ' 

• Prof. Dantwala-/bld. 



noted that the estimates of unemployment are dependent on the 
assumption of a given state of technology and organization. Low un
employment does not, however, imply the unimportance .of the problem 
of rural poverty. The major economic problem of the weaker sections 
of the population does not seem to be )llleJDployment pel" se, J? .. \.lLl~w 
productivity emplo}'!Ilent, This in turn may· bea1Ie1o-fnferior tecli

. niques, low level of skills, low capital per worker and low intensity of 
work., 

2.6. The results indicated iJi para.' 2.5, apparently contradict the 
traditional view that there is large-scale overt or "disguised" unemploy
ment in rural India. A recent study is a prototype of such a view. 
Assuming that the farms w'ith highest amount of work time per cultiva
tor have no surplus labour at all, the study estimates the number of 
people in other farms who would be released if cultivators there could 
work for the same amount of time per head as the cultivators iJi tae 
no surplus farms. The estimates for disguised unemployment as pec
centage of total agricultural work force show a w'ide variation in the 
different States and indicate that an average of 17.1 per cent workers 
are disguisedly unemployed.' The _apparent contradiction between 
the findings of such studies and the N. S. S. estimates, arises because 
the estimates of the former are based on the assumption of universal 
adoption of highly improved techniques of production. This view 
ignores the process and problems of transition from current to a high 
level technology in agriculture. J 

Planning Strate&y and Pra<:tice 

2.7. After having briefly examined a few of the ;mportant struc
tural characteristics of the employment situation in India as revealed 
by the available data, we may review the employment aspects of the 
operational planning models applied in the Indian economy and also 
a particular model suggested to the Working Group by a member of 
the Expert Committee on Unemployment.• 

2.8. The strategy of economic planning in India may be summariz
ed as follows; due to rea~ons such as the large size and resource endow
ments of the national economy and inelasticity of exports, a certain 
proportion (determined on a priori grounds) of available investible 
resources shall be allotted for the purpose of building up a capital 
intensive self-sufficient machiney sector based on modern technology.( 

7 s. Mehra, Surplus Laboudn Indian Agricult.v.re, Indian IJconomic Revief?, New 
So~ies, Vol. I, No. I, October, 1966. 

• The latter model bas been prepared l?Y Prof. Gautam Mathur, Member, Ex· 
pert Committee on Unemployment. Ltterature on the model was p~ented_ to 
the Working Group. The Group also had the benefit of personal discusston 
with Prof. Mathur on the model. 
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Mahalanobis Model 

2.9. The autarchic a~d a priori nature of this method of reason
ing is brought .out by the following two e~!racts from the Mahalanobis 
model~-. · 

"The proper strategy would be to bring about a rapid develop
ment of the industries producing investment goods in the beginning 
by increasing appreciably the proportion of investment in the basic 
heavy industries. As the capacity to manufacture both.heavy and 
light machinery and other capital goods increases, the capacity to 
invest by using home produced capital goods would also increase 
steadily, and India would become more and more independent of 
.the import of foreign machinery and capital goods".' "We adopt
ed the value ,. K = 1/3 as we felt it would not be possible to 
go beyopi;l this v&lue under present conditions"." 

Mahalanob'is's famous :>. K (fraction of investment allocated to 
the capital goods sector) was therefore set on a priori groul)ds in rela
tion to the autarchic model of the development process visualised by 
him. While it was true that his model did not implicitly provide for 
a balance between incomes generated and consumer goods demands, 
or for inter-industry balances, the critique" that, given all the para
meters of the system considered by Mahalanobis, a lower level of aggre
gate investment woul~ me:t the empl<?yme!lt ~nd income. <?bjective~ of 
the model, was essentrnlly melevant, smce 1t dtd not explicttly constder 
the .autarchic technological self-sufficiency. objectives that Mahalanobis 
bad In mintl. . 

Fourth Plan 

2.10. Models for the ·Fourth Plan .extended this frame of reasoning 
in an empirical direction. Inter-industry relation studies were used to 
show that structurally the national economy could be decomposed into 
three parts, of which two (MM = Mining, Metals and Machinery and 

.FF = Food and Fibres) were independent of each other, while the 
third <UI = Universal Intermediaries) showed inter.<Jependence with 
the other two.11 The implication was, therefore, derived that the core 
investment and import substitution programme (depending on the rate 
of growth of the MM sector) was independent of the household consump
tion or wage goods expansion programme (depending on· the rate of 
growth of the FF sector). The economy. therefore, consisted of two 
sub-economies which could grow ip.dependently of each other. 

P.C. Mabalanobis, The ipproach o/ Op~ratio~tal Research lo P/annin8 in India 
(Bomday, Asia Publishing House, 1963) p. +6. 

10
, Ibid., pp. 40-41. 

11
, Shigeto Tsu,u, "The A]lplicability and Limitations of Economic Development 

Theory", Indian Economic Journal, April, 1962. · 

" A Manne and A. Rudra-"A Consistency Model of India's F:ourth Plan" 
Sankya, Series B, September, 1965, pp, 63·6S. · 
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2.11. The above description,' taken as a realistic sketch of t~e 
operational aspects of Indian P!ans during the ·1.ast two decades, IS 
obviously overdrawn, alt~ugh 1t does convey an unp'?rtant aspect of 
the formal reasoning behind the plans. Due to a vanety of reasons, 
there was to some extent in the models themselves and far more so in 
actual practice, a considerable. emphasis also on agricultural investment, 
village investment programmes, social services and since the Third Plan 
on short term palliative employment programmes. The strict econo
mic rationale of such programmes was, however, not always clear and 
many programmes were a direct response to immediate contingencies. 
If a search is made for the reasoning behind such programmes, one 
strand of thinking emerges from the populist Gandhian political heri
tage of the country. The Mahalanobis plan frame mentions the role of 
agriculture and small scale arid cottage industries in satisfying wage 
goods demand and generating employment, but a specific "consumer 
goods demanded out of wage incomes constraint", is not a part of the 
formal reasoning.". A disconcerting aspect of all the formal planning. 
models was that the wage fund was never explicitly introduced as a 
constraint in the development process. 

Neglect of Wage Fund 

2.12. The exclusion of•the wage fund as a constraint in conven
tional planning models was surprising, since this was an area in which 
Indian economists had done sustained work. An earlier scheme of the 
development process had visualised the consumer goods sectors provid
ing surpluses for growth." At a more formal theoretical level some of 
the distinguished contributions to the literature on the 'choice of tech
niques' argued that since wages could not be assumed as perfectly 
flexible, the wage fund would be an explicit constraint in the resource 
allocation process and yt~uld _determine the techniques chosen, if em
ployment was to be maJUnnsed m the long nm." 

11 Shigeto T.;;u;u :lfter e~n"llinin']: the implicit balance in the Mahalanabis Pian 
frame. be: ween the rate of grow(h of consumer goods industries in realtion 
to the dem:md for w..1ge goods generated out of the employment in investment 
programm~3 renJ.rk'i "Quite generally, Mahnlanobis dose not consider ex .. 
haust!vely the reLations between dem~1.nd and supply in his model" (op cit., 
p. 376). . . . 

" C. N. V~kil and P. R. Bcah'llan>nda, Planning for and Expanding Economy 
(Bombay, Vora, 1956). 

1' See A. K. Sen, Cfloice of Techniques (Oxford, Basil Blackwell, 1960). The 
Mahalanobis type of model giving priority to the capital goods sec~or, ignores 
this comtraint. For an explicit comparison of differences of the two models, 
one in which techniques are chosen subject to a wage fund constraint and 
the other in which this con3traint is absent an-.i priority to heavy insustries is 
on a priory grounds, see M. Dobb, An Essay on Economic Growth and Plan
nindL1ndon, Routledge and Kegan P~ul, .1960), and by the same author 

Papers on Capitalism Development and Plannmg (L:>n1on. Routledge and Kegan 
Paul, 1967) pp. 107:123. D.:>bb point3 !JUt th '' G.A. Fotdman "re.t!ly forma
lised the no:lon that investment pnorlty for the captta1 goods s~tor ~~ a 
precondition for attaining a high rate. of growth (Ibid.,p_. 109). As· t~ Its ongtn, 
Dobb emphasies that uthis ts a pecuharlY. Marx tan not~on at lea~t •n the s~se 
·of som3:hing that comes n:1.turally t~ mtnd to one mung Marxtan categones 
of thought". Ibid., p. 108. · 
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2.13. The earlier plans had a core technological sector for which 
a certain amount of formal economic and statistical reasoning was 
followed and agricultural, cottage and small scale industries and social 

·service programmes for which specilic schemes were prepared, by and 
large, through the efforts of the bureaucracy. 

Implementation 

2.14. The autarchic· self-sufficiency technological development 
objective of the national economy was in fact not achieved in the 
manner in which it was planned. Various studies have shown that in 
terms of sustained growth in self-generating inter-related sectors of in
dustries, the performaoce of the industrial sector of the Indian economy 
has been poor, both in relationship to the objectives of the plans, as 
well as in. relation to 'achievements of other planned economies." The 
reasons of this failure are perhaps many, and need a detailed study. 
Some pOinters may be in the following direction. Whatever may have 
been the intentions of the Plan model builders, at the level at which 
specific investment decisions were taken either ad hocry, or "market• 
forces, rather than the technological imperatives of the plan objectives, 
weighed with the decision making machinery. In actual practice such 
decisions were made either through the industrial licensing system oc 
in the settin!l up and running of public sector projects. Thus although 
we had a fast expansion in industrial production, the ;rate of growth in 
machinery and metal product industries was not evidence of technolo
gical self-sufficiency. For one thing, items such as refrigerators, air-con
ditioners and sewing machines got incorporated in this rate of growth 
and for another, even within the machinery sector, the development 
was much faster in relatively simple low priced machines . some of 
which are being exported now, rather than in those sectors which had 
been the 'leading' sectors of the model maker in terms of 'autarchic• 
technological self-sufficiency. Decisions with respect to foreign colla
boration were also taken in a naive manner in the early years of plan
ning and were not closely synchronized with the objectives of the Plan." 

2.15. It is not being stated that the industrialization plans of the 
last two decades had no impact at all on the economy. The rate of 
growth in aggregate industrial output has been impressive. ·There is-

. " See (i) K. N. Raj, "Role of the Machine Tool Sector in Economic Growth'' 
in C. H. Feinstein (Ed). Socialism, Capitalism and Economic Growth! Essay~· 
Presented to M. Dobb (Cambridge, University Press, 1967), pp. 217-226 and 
Jndia,Pakistan and China : Economic Growth and Outlook (Bombay Allied l96S), 
pp. 26-31. (2) Yoginder K. Alagh, "Machine Tool Models of Growth :A Study 
of Relevance to India", in Indian Institute of Advanced Study, New Ap
proache~ in the Social Sciences and Humanities, (Forthcoming) and Fact and 
Fiction of Indian Industrialisation, Economic and Political Weekly, Speciar 
Number, July, 1971 and (3) M.N. Dastur, Utilization of Heavy Engineering 
Capacity, Economic and Political Weekly, Annual Number, January 1969, pp. 
87-90. 

" K. K. Subrahmanian, Import of Capital and Technology Peoples Publishing: 
House, Delhi, 1972. 

2-1 Exp. C o m./73 
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evidence to suggest that the direct and indirect employment of person• 
with modern skills, such as engineers, technicians and scientists, is muci 
~rger ~n "import S!Jbstituting" in~ustries than in the traditional exporl 
mdustnes.,. Learnmg processes m terms of using modern technologi. 
cal ~ethods hav~. therefore, been initia~ed in the economy and thesE 
proVJd~ a potential for the. future. It ts. only being emphasised tha1 
P!Ifely m terms of the creation of a core mter..related industries with a 
h1gh. rate of surplus generated and ploughed back within the sector 
itself, the objectives of the planners during the last two decades have 
not been achieved. 

2.16. As far as the soc!al se~ces a_nd need-based programmes were 
concerned, from the planrung Vlewpomt, the Situation was far more 
confused. Planning for such l?r?gr~mmes was essentially done by the 
-concerned Departments and M1rust~es, at the State and Union Govem
met;Jt level. TherC? was -also a certam am_ount of administrative coordi
nation between different levels of planrung. From a planning view
point, however, the difficulty lay in the fact that such programmes were 
not coordinated In details either with local need or with local develop
ment potential. To begin with, there was hardly any rationale with. 
respect to the absolute level of investment in such programmes as com
pared to investments in industry and economic infrastructure. Secondly 
.the spatial perspective was entirely missing. No serious attempt wa~ 
made to reduce the levels of disparities between different parts of the 
country. The plan formulation and plan administration structure at 
the State and sub.,regional level remaineq very weak an~ as planning 
documents the State plans were extremely inadequate. Gtven the lack 
of the spatial perspective of the planning effort in the country, the talk 
of balanced regional development remained a pious hope. In the 
absence of a well-defined rationale for such investments and the fact 
that they were not integrated into defined programmes of regi?nal deve
lopment, such investments were not made according to ratiOnal eco
,1omic or social criteria. Each area wanted more of the Centrally spon
sored or State plan schemes, as these were tangible benefits for the cons
tituents. In such a situation local political pressures could also play an 
<>verriding role in the allocation of resources for these programmes. 

_ 2.17. As far as employment policy wa~ <;oncerned, th~re was a 
dual focus. The autarchic self-sufficiency obJectives of plal11!mg, essen
tially implied subsidization of capital in the core technolog~cal sector. 
Since in terms of allocation decisions, the resour~ were n.o~ pumped 
<>nly into this 'core' sector, the subsidi~ ~eca~e capttal subsHlies to the 
process of capital intensive Industrialization m general. On the other 
lland, employment intensive programmes ~ere al~~ ~mcourafed t:ough 
subsidies and protection to labour intensive achv1ties as a so t ough 

"'This has been demonstrated empirically by adding on di~aggregatc:<I labour 
imput coefllcients to and inter-industry matrix and working <;>Ut dtrect an.d 
indirect demands of different types oflaobur _in import-subsUtutmg ·a~1 tr~dt
tional expart industries. See R. G. Nambtar. "Factor S1ructure o ndta's 
Foreign Trade", Anvesak, June 1972, pp. 82-89. 
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direct investment in employment generating.palliative measures. . It is 
difficult to evaluate, on balance, the total impact of government policy 
on the relative demand for labour . ../ 

Heavy Investment Strategy. 
2.18. An alternative strategy has been commended to the Working 

Group with the nomenclature of a "Heavy Investment Strategy".19 The 
salient features of this strategy are as follows:-

(a) A long term terminal objective is specified in terms of achiev~ 
ing full employment :with the most advanced techniques avail
able in the world. The time horizon indicated for achieving 
the terminal objective is fifty to sixty years; 

(b) A triangularised casual chain technology structure is assum
ed for a two sector economy. Capital goods can be used for 
the production of both capital goods (H sector) and consumer 
goods (C sector) but consumer goods arC< not' thus reversible. 
Since this criterion is the basis of sectorisation, apart from 
machinery items, cement, steel, electricity and possibly com
modities such as glass and paper products would be classified 
in the H sector. The "reverse" casual inter-connection of the 
C sector with the H sector is only permitted indirectly th<ough 
demand for wage· goods created by employment in H sector 
activity for wage goods supplied by C sector. 

(c) A single uniform subsistence wage level is assumed for the 
entire economy ; 

(d) MaXimiZation· of the rate of growth of the H sector is regard
ed as the prime strategy to achieve the terminal objectives as 
quickly as possible. Given a closed .economy and specified 
technologies, this rate depends on the plough-back of H sector 
output, into itself. In an idealised version this ratio is assum
ed as 100 per cent. (Heavy), as a concession to .reality some 
leakages are permitted to the C sector for India approximately 
25 per cent. (call this the Heaviesque version of the ·model). 
However, the criterion for selection of techniques in the C 
sector is given as maXimisation of surplus per unit of H sec
tor output; 

(e) The C sector is to expand with H conserving· techniques and 
to absorb the reserve labour force during the planning horizon; 

tO Controllable fis~l policy (disparity taxation) and the alterna
tive of a uniform minimum subsistence wage are provided, for 
macro-economic balancing of supply of C sector goods with 
demand for them. · · · 

"This strate~ has been sugge>ted by Prof. Gautam Mathur, Member, Ex· 
pert Commtt!ee on Unemployment. Gautam Mathur-Planning for Steady 
Growth, Bast! Blackwell, Oxford, 1965; Investment Criteria in a Platinum 
Age, Oxford E~onomic Papers, Vol. 19, No.2 (July 1967) pp. 199-214,. Frame
Work of Planntng for Economic Growth and Social Justice Interdisciplin• 

· Vol. 7, No. 2 (Spring 1970) pp. 130-166 and Long-Term De~eloment Police· 
Indian Journal of Social Sciences, Vol.!, No. I (1971). Yadava Reddy-Mony• 
tary and Fiscal Policy in a Development-Oriented Economy. 
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·impractical assumption of no differential incentive~ to labourers engag
ed in the H sector compared with the C sector. Labour allocation is, 
therefore, by fiat. On the other hand the introduction of such wage 
differential wo)Jld reduce the rate of surplus in tbe model. , The com
position of output within the H sector for the planning horizon, of 50 
to 60 years, is also only on ground of technological intersectoral con
sistency. Taken literally, the model would lead to other difficult pro
blems. The terminal conditions, set as full employment with the highest 
technical levels after 50 or 60 years, would lead to the practical difficulty 
of the specification of such conditions in an ex ante planning horizon. 
In the model, this specification solves the problem of closil)g it with 
regard to objectives. In practice, due to uncertainties with regard· to 
technological changes one is not quite sure of the operational meaning 
of the most technologically advanced mac)l.:ine tool per labourer, sixty 
years from now, being anticipated today. 

2.22. Further, it may be neither necessary, nor desirable to perpe
tuate the technological dualistic · nature of the economy into a fairly 
long term horizon. This Working Group, on the other band, bas, as 
will be seen later, emphasised a more integrated approach to the deve;
lopment process. 

2.23. Another'·aspect of the' model under ctmsideration -(as also of 
the Mahalanobis model) is that_it -is a closed economy model. Ail such 
transformation possibil'ities 'on account of international trade are ignor
ed or only marginally considered." They need to be given an empha
sis in our planning decisions. Comparative advantages as reflected by 
current international prices cannot for various obvious reasons be 
accepted as guidelines for domestic investment decisions. Further par
tial industry-wise analysis of relative advantages is subject to well known 
difficulties. An alternative approach needing consideration may be the 
ranking of packages (or complexes) of inter-related industrial invest
ments, which the national economy may consider as possibilities in a 
finite time horizon from the viewpoint of import substitution and export 
promotion. In other words, given the resource endowments of the 
national economy and the industrial and skill base, the relative socia\ 
profitability of sets cif interrelated industries, viewed as alternative 
investment packages may have to be evaluated. The answers to the 
extent possible may be sought in quantitative terms, although ia the 
absence of this, qualitative discussion may also be helpful." 

Op. cit. Bhagawati and Chakaravarthy, pp.ll-12. In one version of the model 
undw discussion, the existing capacitY. of uiuxury goods consum.ptionn iS 
only permitted for expOrts. ·. 

" In operational terms this procedure boils down to a choice of leading sectors 
or sub-economie>. For numerical estimates of such a procedure see H.B. 
Chenery, the In'erdependence of Inve>tment Decisions in M. Abramovitz, 
et. al. Tlte Allocation of Economic Resources (Stanford, ·stanford University 
P;e;s,I9S9),pp. 82·120 D.T. L•kdawala,Y. K. Alagh and A. Sarma. Regional 
variatioiiS in Industrial Developme~t (Cyc'os:yled RPC Report, 1972) pp. 
301-316 have decomposed the Indtan technological in~er-industrial relation-

. ship•, to facilitate such calculations. 
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Alternative Approaches to straten of Planning and fueir evahmt.lnn 

2.24. Wage Productivity Hypothesis: The earlier planning models 
and critical review of the experience following from them led to consi
derable work on fresh approaches to strategies of planning for growth 
and fuller , employment . by · Indian economists. . At the somewhat 
abstract level of. the debate, it was- argued that the possibility existed 
that in a poor econo.m_y a rise in re~l wage levels v.:ould~ up to a point, 
raise labour productlVlty. Postulatmg such a relationship, the traditio
nal view that there was a trade-off between investment in wage goods 
and in capital goods, was shown to be exaggerated. On the contrary 
it was shown that ilwestment in wage goods industries upto a minimum 
critical point, would be the only method for raising labour productivity 
explicitly and implicitly, for raising surpluses for accumulation.• 
Secondly, since resources are scarce, to increase growth in the economy 
and particularly~ the wage ~oods sector, tb.e only c~oice to the planner 
wus to cut down mvest~ent m the luxury consumptiOn sector. It ma 
be noted in this c:onnectmn that in su~h a wage productivity hypothes:. 
the extent to whtch. ~age goods_ ~e tmporta'!-t as wage capital, can be 
reduced to an empmcal proposttton, dependmg on the determination 
of the "miniml!-ffi cost pe~ w~rk_ unit': and the postulated wage produc
tivity hypothests from whtch tt ts denved. In actwal fact the scope fo 
raising labour productivity through rise in wages in the organised secto~ 
may be limited .. In .the ~~organised s~':tor, on the other hand, the 
solution lies matnly m ra1smg productlVlty through the adoption f 
better techniques in order t? raise wages. ~is will call for a balanc~d 
expansio~~; of the H sector m order to provtde necessary inputs to the 
consumptiOn goods sector. 

Poverty Eradication 

2.25. A related approach, which provided the sustained think· 
im the part of economists in this country was work done on the measumg 
ment of the absolute level of poverty ~n India." ;The objective of t~e
studies was to estim3;te the propo~!on of the P?Pula~ion below ! 
"poverty line", defined m terms of mm.tmum levels, e1t~er. m per capita 
expenditure or cereal and/ or food eqmvalents of cal one mtake. The· 
estimates of the rural population below the "poverty line", for 196o.61 
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ranged from 38 per ·cent to 59 per cent." . Thus it may be deduced that 
between. tw<>-fifths to three-fifths of the rural population of India lived 
below· the poverty line. These studies also found large-scale regional 
variations in the percentage of population falling below the poverty 
line. The estimates for the proportion of urban population living 
below the poverty line vary from 8 per cent. to 50 per cent." Accord
ing to one view the urban poor are to a large extent an overflow of the 
rural poor. The major emphasis should, therefore, be on measures 
that aim at eradicating rural poverty. Again, while the rate of change 
in the proportion of the population below the poverty line through time. 
is a subject matter of debate, the fact that a large proportion of the 
population does not get minimum subsistence, has been established. 
From an operational planning viewpoint, however, the availability of 
information is very inadequate. Firstly, no attempts have been made 
to identify the poor at the local level. Secondly. the diverse factors 
responsible for poverty at that level are not fully known. It is obvious 
that effective anti-poverty programmes of a developmental variety using 
;rural poor for creation of productivt:: assets, would hinge on information 
for local areas . .J 

Multi-level Planning 

2.26. Another strain of reasoning implicit in the new approach to 
planning is the concept ·of regional and multilevel planning. The first 
part of the problem involves the introduction of 'space' as an explicit 
part of planning models, either of the com:istency .or of the optimisation 
variety. In other wo;rds the models have to be interregional and inter
sectoral. The second part of the problem consists of area planning 
proper. In the first type of problem, the base exists in terms of recent 
research effort for the construction of multilevel planning models. /The 
problems of multilevel · or inter-regional planning arise essentially 
because a region of a national economy is an open economy and sort
ing out of technological and spatial inter-linkages, becomes the crux of 
the problem./ Recent research effort has · attempted such a sorting of 
the available technological and spatial information, so that at least for 
different States of the national economy the relevant technological and 
economic possibilities can be arranged in a manner useful for planning 
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purposes'' and the operational use of such models has also been demons
trated." However, for area development plans (say district or block· 
level plans) even the conceptual issues are still open. Further-more, 
the area plans would have to be integrated with anti-poverty pro
grammes. As noted earlier, the data base for these programmes to be 
effective is very weak. 

2.27. Many of the strands of the above thinking have influenced 
the approach to the Fifth Five Year Plan. The main emphasis is on 
achieving the twin objectives of growth and eradication of poverty. 
There are two premises on which the operational strategy of the new 
approach to planning is based. The first is the premise that the eco
nomy has enough. resources and organisational ability to implement a 
programme with a redistributional objective of improving the "quality 
{)f life" for the poor of the land through increased provision of the items 
of social consumption. The second premise, again, is that the economy 
is prepared to implement large scale employment creation programmes, 
which shall be related with area development efforts. 

Implementation Problems 
2.28. It has been shown in para 2.26 that information on the 

structure ?f poverty,. of a type necessary for implementing such a pro
gramme, IS not available. We also do not have for different local 
-areas (say Districts) estimates of the existing per capita facilities avail-
-able to the population, in terms of the "minimum needs" programmes 
or of their expected levels by the end of the Fourth Pian. The essen: 
tial information ingre?i~nts of the "minimum needs" programme, 
therefore, seem to be ID!Ssmg. Assuming that even this lack of infor
mation is not a bottleneck, there are other di.fliculties, which need 
to b~ given serious tho~&;Jlt The optimum use of facility presumes 
certam. fuvou;alJle conditiOns. An .example may help in clarifying 
these di.fliculties. Take the programme of rural water supply. . It is 
well known that the cost of such programmes, differs significantly, 
depending on whether "private wells" are included or excluded from 
"no source" villages. Such instances can be multiplied. Therefore, 
private ownership rights in certain essential resources will obstruct the 
implementation and magnify the cost of anti-poverty prograrnmes./I'he 
basic question that arises is tliat given tlie existmg socioeconomic 
power structure, can available resources be used effectively for com
munity or social purposes. Further. past experience suggests that 
many of the social consumption facilities are mostly availed of by 
the relatively well-to-do sections of the society." Existing hospital 
beds, primary education facilities, rural electrification and rural roads, 
41 Y. K. Alagh, K. K. Subrahmanian and S. P. K~shyap, Interregional Industrial 

StrJoture in a D•voloping Economy :A Conceptual Frame with a case Stud~. 
Journal o/ Regional Science, December, 1971, pp. 301-316; also, Op. c1t, 
L~kdawala, Alagh and Sarma. · 

4 1 S.P. Kashyaap, andY. K. Alagh, A <;:onsistency F~amework for Guiarat's 
Perspective Plan, in Government of GuJarat, Perspectrve Plan of GuJarat (Gan-
dbinagar Govt. Press, 1971) Vol. I., pp. 365-380. • 

41 S:oe Samuel Paul-Housing Policy. A Case of Subsidlsing the Rich, Eco
IWmic and Political Weekly, September 23, 1973, pp. 1985-1990. 
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have in the past not necessarily been fully. us~ by the poor, either f~?r 
their economic betterment, or for a quahtatlve Improvement of the~ 
life and the reasons for this 'are the existing distribution of economic 
and political pow.er, ratht;r than just th~ lack of ~e availa~ility of such 
services. So, while drawmg up and Implementing anti-poverty pro
grammes, care has to be taken to ensure that these facilities are availed 
of by the poor . ./ 

2.29. Operational arguments are again important for evaluating the 
employment generating programmes related with development effor~. 
From any count, the existing information on the development potential 
of different areal units, is unsatisfactory. It will be shown below that 
such information is a precondition to the use of labour intensive me
thods for creating productive infrastructllre for area development plan~ 
ning. As argued in Para 2.26, it is only on the basis of such information, 
that action can be taken on operational area development possibilities 
and area plans. Leaving aside planning considerations, the implemen
tational viability of such -programme, on a very large scale, also needs to 
be considered very seriously. This aspect -is again considered below.· 

· • 2.30. Three further aspects of such programmes have to be kept 
in view. J First, these programmes, unless specifically designed to pro
vide gainful employment, tend to degenerate into public assistance 
programmes. Secondly, the full employment potential of the public 
works programmes cannot be ifealised, unless they are carefully phased 
on the basis of a detailed study of sectoral and local employment 
pattern in the country-side. Finally, public works progranimes, if 
executed through contractors, will have undesirable income distribution 
consequences. Assuming a I 6 per cent rate of return to construction 
contractors on the value ·of contracts the income distribution conse
quences of a public works programme to the tune of Rs. 10,500 crores 
to Rs. 11,500 crores are staggering .. Hence . the necessity to evolve 
suitable org\lnisations, such as co-operatives, to implement these pro-
grammes. / · 

Recommendations on Stra_tegy of Planning for Employment 

2.31. Given the level of underdevelopment of the economy, the 
important questions, asked by the conventional models of planning, 
e.g., the proportion of the available resources allocated to the long 
term modernization of the economy, still remain a basic question that 
needs an answer. The answer to these questions depends 'On choice 
among alternative growth paths feasible under given technological and 
resource constraints. The choi~ to be made by the planners essentially 
involves social preference between current and future consumption. 
The explicit or implicit introduction of such preferences would bring 
to focus a number of planning problems. The answer to this question, 
to the exetent -it involves the determination of social preference for 
current against futllre consumption, again involves political judge
ments. This Working Group, however, is in agreement with the broad 
strategy of industrialisation with its relative emphasis on heavy and 
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basic industries pursuea so' far. ' Ho~ever. once such a _iudge~ent is 
made a: number of important planmng problems remam whtch can 
have 'significan~ effects oti employment generation. 

. 2.32: The importance of the wage-fund constraint, both in terms 
of. the feasibility of the growth path and in terms· of implications of the 
anti·poverty programme on income distribution needs to be recognised. 
Further it has been shown that the final bill of consumer goods de
manded as a part of a·n income growth policy is sensitive to income 
distribution charges." J'fhe employment implications of income distri
bution changes need to be incorporated into planning models. To the 
extent that investment in wage goods industries is specifically related 
with overall investment programmes, the scope of ad hoc investment 
decisions in this regard, is minimised. This shall be particularly true 
in the case of inessential consumption, allocation of resources for which 
shall become far more difficult to justify. Second, the high rate of 
growth of luxury goods consumption/production in recent years shows 
that fiscal measures alone cannot be relied upon to achieve the desired 
allocation of resources. The recognition of the wage constraint will 
force the planners to specify the internal balances of the investment 
process (both productive investment as also social consumption) in 
terms of its income generation and essential consumer goods demands .• 

2.33. Generally agro-based consumer industries have direct and 
indirect employment potential, through employment generation possibi
lities via agricultural input purchases." It is obvious that direct and 
indirect employ~ent generation effects cannot be _the only objective of 
the choice of sectoral investment programmes. Direct and indirect 
capital requirements and direct and indirect surplus per unit of capital 
employed .may b.e listad as other .criteria. In Chapter 3, attempts are 
made to hst pohcy measures, which may have an impact in terms of 
introduction of capital saving, labour using techniques in a manner 
such that overall planning objectives are not vitiated. ' 

2.34. As regards rural employment possibilities, evidence has been 
collected on the income and employment generating effects of the Green 
Revolution. All evidence suggests that green revolution has succeeded 
in bringing prosperity to the countryside and has improved the eco-

" N. S. lyenger and L. R. Jain, Projectio!l5 of Consumption Rural/Urban India 
1970·71 and 75-76, Economic and Political Weekly, Review of Management, 
Nov. 20, 1969. · · 

" See B. R. Hazari and J. Krishnamurthy, Employment Implications of India's 
Industrialization, Review of Economics and Statistic• May, 1970, PP· 
185-186, point this out. Their estimates are based on technological co· 
efllcients for Indian economy. However, the employment and wage. data 
base they me for agricultural sectors is not given and _is probably . ques .. 
tiomble. Further exports and imports are ignored. Reg~onalleyel e,;ttmate.s 
corraborating high total employment effects of agro-based 1ndustr1es. are avat
lable in S.P. Kashyap and Y. K. Alagh, Structure of Gujarat Economy : lnter
indllJtry Flows for 1964-65 (Cyclostyled, Sardar Patel Institute of Eco: & 
Social Re.,earch,-1971). This study includes ~reatment of export muluphers 
and import leakages. 
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nomic condition of all the cultivators who have adopted the new 
technology. Furthermore at the' current" s~ge of t~hnologr . it h~ 
helped -the landless !about to improve. therr eco~om1c conditiOn by 
giving them more employ~en~. More emp~o~me':t lS generated through 
increased intensity of cultivation due to rrngation, seed bed prepara
tion, harvesting, threshing and indirect effect in terms of the agricultural 
sector's interrelations with other sectors of the economy." How~ver, 
introduction of highly mechanised techniques like harvester combm~. 
and big tracters would have deleterious effect on employment poten~1al 
of green revolution. In this and other sectors such type of mechamsa
tion needs to be discouraged . ../ 

2.35. A lesson that may be drawn from our existing planning 
system is that the planning of agricultural and related sectors and eco
nomic and social services has to be integrated with area development 
potential and area planning schemes. Such a view, carried to a logical 
conclusion, would emphasise the identification of area development 
potential, bottlenecks to its realization and· progra=es designated to 
remove such bottlenecks. Given the existing administrative and resource 
bottlenecks, the approach will have to be, of necessity, selective. 

JAdequate care shall have to be taken, that the important relevant eco
nomic links of an area with the rest of the economy, are taken care of, 
in the design of such programmes. The approach shall have to be an 
area I activity type. In the selected areas, integrative type of employ
ment activities may be promoted. The activities should be chosen 
such that they may be economically viable in as short a period as possi
ble, since such activities shall have to compete with similar activities 
in other areas. A preliminary illustrative list of such integrative type 
of employment generation activities includes agro-based industries such 
as dairy, frnit and vegetable processing, other a·gro-based industries 
based on commercial crops, forest and marine based industries and 
ll!ineral ba~ed industries. Large 'core' sector projects should be located 
on economic grounds, specifically introducing space as an explicit cri
terion in project selection. In case such projects are located in back
ward areas, the scope for ancillaries based on linkage potentialitie~> 
could provide another activity fqr promotion . ./ 

2.36. Another reason for selectivity of areas for the promotion 
of such integrative type of employment opportunity is that resources. 
are scarce and that thinly distributed investment effort may not lead to 
self-generation effects within the area. Past experience has been that 
a minimum tl!feshold of economic activity levels has to be crossed 
before such activities become self-supporting and also the growth pro
cess gathers momentum. 

-' For ameasurementofdirecteffectsseeG.S. Bhalla, et.al; Changing Structure 
of Agriculture in Haryana: A study of the Impact of the Green Revalution (Chandi
garh, Haryana Government, 1972). For decomposition of direct employment 
effects and esttmte of direct and indirect effects see Raj Krishna, Measure
ment of the Direct and Indirect Employment Effects of Agricultural Growth 

itiJTechniciChmrge (Cyclostyled, 1972). 
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Conclusions and Reconunendationa 

2.37. The main conclusions of this Chapter, therefore, are : 
1. The unemployment problem in lndia cannot be separated 

from the problem of large scale poverty. The solution to 
both the problems lies in the provision of gainful employment 
arid raising the productivity of the labour force through ap
propriate planning policies (the incidence of large scale un-

. employment, both overt and disguised, at existing levels of 
techniques, being found low) ; 

2. the problem of raising productivity levels js essentially a pro
blem of economic planning which includes the expansion of the 
coresector of the economy. Yet employment objective as pa.rt 
of the overall planning objective can be achieved through the 
adoption of labour intensive techniques in projects that are 
selected as an integral part of the Plan ; 

3. the wage fund constraint needs to be more specifically intro
duced into the planning process and income distribution 
changes and their effects on employment specifically consi
dered: 

4. mechanisation should not generally be allowed unless it leads 
indirectly to more employment and/or more surplus genera
tion. Specific types of mechanisation in agriculture thwarting 
the employment generation effects of the new agricultural 
technology need to be discouraged ; 

.5. an area/activity approach is needed to supplement the core 
industrialisation programmes in a manner such that integra· 
tive type of employment generating activities may be promoted 
in selected areas. 



CHAPTER 3 

TECHNICAL, FINANCIAL AND FISCAL MEASURES 
3 1 This Working Group has been asked to suggest technical~ 

financiai and fiscal measures in respect of different sectors of the eco
nomy as an integral part of the suitable strategies for employment 
generation. The latter have been discussed at some length in Chapter 2. 
The technical, financial and fiscal measures recommende_d here. are 
meant to facilitate and aid the adoption of these st;ratewes. . ~~~ce. 
however, the strategies cannot take account of all detailed posSibihties, 
measures to deal with such situations will be in order. 

Economic Framework 
3.2. In the Indian planning policy, the economic framework has 

been laid down by a number of physical controls and regulations. For 
example an industry needing more than a certain amount of investment 
cannot be started or expanded without an industrial licence in giving 
such a licence, besides the needs of the country for more production in a 
certain line, its non-competitiveness with certain small-scale and vill~ge 
industries. the monopoly angle, the foreign capital and collaboration 
needs, the foreign exchange needs, etc. will be considered. If a new 
company has to be formed, the Controller of capital Issues will exa
mine the financial structure of the proposed company and apply his 
norms before allowing it to put its issues in the market ; if an existing 
company asks for expansion, the same procedure will follow. · Very 
probably. in rasing the necessary finances, the entrepreneur will need 
the help. of financial institutions to raise the money required fo:r putting 
the proJe:ct !hrough. These institutions will operate only within de
tailed gmdelines. In addition, there would be varied State and local 
regulations which have to be complied with. These regulations and 
controls are, oroadiy speaking, essential and in the interests of the 
national economy. 

3.3. Though ~e regulations look restrictive, properly exercised. 
they also se~e as mducements to _certain parties or spheres by creating 
favourabl~ crrcumstances for thetr operation. There have, however, 
~een pemste!lt co~J?laints that there have been unnecessary and vexa
tiOUS delay~ .m deCISion-making at various levels and that when finally 
taken, decisions have been not infrequently haphazard 'opportunistic 
and h~ve not serve~ the broad national purposes consi~tently. There 
~ave een S?me s~~o_us errors of commission and omission; non-pri<>
nty ec?no!Dlc actiVIties J;lave been permitted . to come up. Official 
Comm1ttee_s and non-:n~c1al. experts have substantiated these charges.' 
A reform m the a.dm.uustratlon. of these regulations should have a pre
cedence over rethinkmg regardmg many other matters including fiscal 

1 Jag~ish ~hagavati and Padma Desai : India-Planning for Industrialization, 
Oxford Untverstty Press, London, 1970. 
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and financial measures. Correct and quick decision-making in this 
sphere would be more vital, and compared to its consequences on rapid 
development, the effects of other measures could be secondary. For 
the purpose of this Repot, we assume that the present framework of 
these regulations Will broadly continue, but these will be operated more 
quickly, consistently and purposefully. 

· 3.4. Detailed controls and regulations being more specific are 
{)ften more powerful than more general measures in an economy charaC
terised by a great degree of rigidity and immobility. For instance, the 
reservation of certain items of production for village industry or the 
small-scale sector and prevention of highly mechanized methods in 
agriculture may more directly help employment than: a programme of 
assistance and inducements. They, however, sometimes act only nega
tively by way of restraints and do not make the socially desired activi
ties attractive enough to private enterprise. Fiscal, financial and 
technical inducements can act as stimulants and reinforcements in gene
ral and achieve some ends much better. What is called for is an appro
priate combination of controls and other devices. 

Fiscal, Financial & Technical Devices 

3.5. Fiscal measures are an integral part of the budget. They may 
mean either a redutcion in the revenues of the Government, or an 
increase in expenditure. Incentives like tax holiday, development rt>~ 
bate. etc., offered by the Centre, or the sales-tax and other tax conces
sions to new enterprises offered by the States dilute the tax liability 
of the enterprises and reduce the revenues of Government. Fiscal 
measures can also take the form of expenditures on the part of Govern
ment to provide finance by way of grants or supply of inputs at con
assional prices. The major advantage of tax rebates and concessions 
is that they do not need additional elaborate administrative apparatus 
and procedures. They can. however, work only on the taxpayers and 
within the existing tax system. The Indian tax system has a narrow 
:taX base. Grants can be. given to non-tax-payers and new principle& 
can be enunciated for locating them. But an entirely new apparatus 
JJas to be built up which may involve some cost. 

3 6 In a system in which the bulk of the finances, both short-term 
as well· as long-term, passes through pub~c sector institut~ons, ~t is 
possible for the Government _to offer. finanCial or monetary mcent1ves. 
A major part of the commercial bankm¥ and of the development bank
ing in India is in the public sector. Besides. tJie Government h~ve ade
quate power to regulate the lending pattern of msurance c?mparues, b?th 
life and general, or the borrowing pattern of non-~ankmg ~ompames. 
This makes it possible for the Government to e~erc1se effecti~e control 
~n the flow of funds and the terms of borrowmg and lending. The 
devices can take the form of a deliberate adjus~ment in the flow. of 
fullds in favour of certain sectors and or concesSI?nal terms on which 
credit is made available. For. example, commercia! bank~ have been 
allocating larger credit to agnculture, small-scale mdustries, exports, 
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transport operators, retail trade, etc. and have taken measures to im· 
prove the accessibility of credit to neglected sectors. Similarly deve
lopment banks give loans to enterprises in backward areas at ~nces
sional rates of interest and repayable over a- longer period of time. 

3. 7. Techitical · and promotional dev'ices as distinguished from 
fiscal and financial ones, are mainly designed to increase productivity. 
Common production centres and facilities, technical assistance, training, 
help in procuring raw materials of proper quality and in marketing of 
products, research and designing aid, organisational facilities, all these 
may be classified under this head. 

3.8. All these devices, fiscal, financial and technical are in the last 
instance designed to increase profitability through reducing the costs or 
increasing the prices realized by the producers. Both fiscal and finan
cial measures achieve the. end through subsidies in one form or another. 
Technical devices aim at reducing real costs in the final analysis though 
they also may have a short-term subsidy aspect. 

Sectors of Indian Economy 

3.9. We are asked to suggest measures in respect of different 
spheres of the economy. Agriculture still occupies the most important 
position in the Indian economy. Mining and manufacturing (including 
construction) contributes only one-fifth of the gross national domestic 
product. 

TABLE 3•1 

Gross Domestic Product at factor cost by Industry of Origin (Percentage Dis
tribution) 

Industry 1966-67 1967-68 1968-69 1969-70 
(pro vi-
sional) 

1 2 3 4 s 

I. Agriculture, Forestry & Fish· 
1ng 48·3 51•3 48·6 48·2 

2. Mining, Manufacturing, Con· 
struction &Electricity 20·8 19•3 20·2 20·9 

or which : 
Manufacturing registered sec-
tor 9•2 8•0 8·S 8·9 
Manufacturing unregistered sec· 
tor S·3 S·O S·2 S·2 

Construction 4•4 4·4 4·4 4•7 
3. Transport & Communications, 

and Trade 15·5 14·9 15·6 15•4 
4. Banking, Insurance and other 

services 15·4 14·5 15·6 15·5 

Source :Estimates of National Product-1960-61-1969-10, May 1971, Central 
Statistical Organisation, Government of India, 
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3.1 0. The public sector is expected to occupy commanding heights 
in the Indian economy. On it falls the main responsibility of making 
the mixed India.n economy ·grow rapidly along the planned path with
out great concentration of economic power or accentuation of econo
mic inequalities. Out of the estimated total plan investment of Rs. 
22,635 crores in the Fourth Plan, the public sector was allotted Rs. 
13,655 crores, i.e. 60%. The importance of the public sector invest
ment varies in diiferent activities. 

TABLB 3.2 

Pattern of investment : Fourth Plan 

(Rs. in crores) 

Sl. Head of development Public Private Total %age or 
No. sector sector Col. (3)to 

Col (S) 

·-
1 2 3 4 5 6 

I. Agriculture and Allied Sector 2,118 1,600 3,718 56·9 

2. Irrigation and Flood Control 1,073 1,073 100·0 

3. Power 2,448 75 2,523 97·0 

4. Village and Small Industries 186 560 746 24·9 

S. Industry and Minerals 3,298 2,000 5,293 62·2 
6. Transport and Communications 3,197 920 4,117 77.6 
7. Social Services and other pro-

grammes 1,335 2,225 3,560 37•5 

8. Inventories 1,600 1,600 

. 
TOTAL 13,655 8,980 . 22,635 60·3 

Source : Fourth Five Year Plan 1969-74, p. 53. 

The public sector, however, produced 14% of gross domestic product 
in 1968-69. 

3.11. The public sector is composed of two major fields of acti
vity: one, which the Government runs withoutt any quid pro quo from 
the beneficiaries and the other which the Government cond:~:::b:o~~ 
or less. according to m~rket princi~les .. Th~re ar~1t !:~f~r which are 
industrial and commerctal undertakmgs m ted pu h c ge for their pro
run on business lines and which ~re ex~; ri:s c ~centives can be 
ducts and services like othfer bllva:d~rtak'ings in a strict accounting 
relevant to the latter type o pu c 
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sense. But for our purpose it will be assumed that even such public 
sector activities will be directly governed by larger goals of national 
policy rather than the limited considerations of their own profit. and 
the necessary detailed guidelines for this purpose will be issued by the 
Government. As such, incentives will be meaningful only in respect 
of the private sector.' 

3.12 .. Each of the spheres in the private sector ca.n be divided into 
the orJ~;anised portion, and the unorganised portion. An idea of their 
relative importance can be obtained from Tables 2.1 and 2.2 in the 
previous chapter. Agriculture predominantly belongs to the unorga
nis~d sector. In this pa.rt, the provision of technical assistance and 
other facilities by the State is likely to be more helpful than mere incen-· 
tives. Manufacturing is more organised. Sucli economic activity 
commands enough technical and organisational expertise to understand, 
appreciate and utilize the various incentives to its best a-dvantage. It 
can properly put its case before the authorities. On the other hand, 
unorganised activity may not have even adequate information. Its 
major handicap is orga-nizational; it has inadequate marketing links. 
little technical knowledge to improve the qualities of its products and 
suit them to varying tastes, and poor access to proper transport and 
credit facilities. Because of lack of time and information, we have 
la-rgely confined ourselves to the issue of financial and fiscal incentives 
to oi'!!anised industry. We hope that.much of what we say here will 
also be capable of application mutatis mutandis in other spheres and to 
other devices. -

Review of Incentives 

3.13. We may begin with a .review of the incentives that operate 
in India at present. These incentives were not instituted specifica-lly 
to promote employment. Each incentive was evolved in the context of 
particular circ~msta.nc~s and has ov~r the years been modified, replaced 
or withdrawn m the hg:ht of expenence, changes in circumstances or 
intentions. But whatever the intentions behind the incentives, most 
of them have an impact on employment also, favourable or unfavour
ab1e. 

FISCAL INCENTIVES BY THE CENTRAL GOVERNMENT: 

3.14. The important fiscal incentives to investment by the Central 
Government comprise tax holiday, development rebate, and special 
deductions in the case of companies engaged in "priority" industries. 
The only major regiona-l incentive is. the capital grant given by Govern
ment (up to I 0 per cent) to undertakings located in backward areas' and 
involving investment of less than Rs. 50 lakhs. 

' Aoart from thses th~re are the cooperative sector and joint sector. But size 
wise they are not Important. . 

' For further details regarding backward areas, see para 34. 

3-1 Expert. Com./73 
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FINANCIAL INCENTIVES: 

3.15. Monetary incentives entail allocation of. c;redit in fa~our of 
preferred sectors and concessional terms and conditiOn~ on whi~h fin
ance is made available. This aspect has become constderably Impor
tant particularly because in recent years industrial and commercial 
enterprises have come to depend quite hea-vily on Government spon
sored financial institutions for long-term capital. The ext~nt of con
cession or incentive should be measured by the difference m the rate 
of interest charged by the financial institutions and the rate of interest 
prevalent in the market. 

MEASUREMENT OF INCENTIVES: 

3.16. The effect of incentives is to enhance the rate of net profit
ability directly or indirectly over a certain period of time. Therefore 
for purposes of comparison it would be more convenient to find out 
the present value of the increase in profitability attributable to the 
operation of the incentives. It would be useful for comparative pur
poses to translate the present worth of the likely benefit over a period 
in terms of a meaningful common factor. For different purposes, 
different factors would be relevant. If the degree of shelter is to be 
assessed, the quantum of output would be the proper choice. If the 
change in reward to equity capital is to be assessed, conc_essions should 
be measured in that term. We 1\ave here chosen total mvestment for 
illustration. The actual benefit will be different to different firms 
because of the particular circumsta.nces in which they may be placed. 
For example, tax holiday will be meaningless to a company which has 
not made profits in the first 8 years of its operation. The higher the 
rate of taxation of profits to which the undertaking is liable, the more 
the value of the benefit. To estimate the maximum impact of the 
incentives it has, therefore. been assumed that: 

(a) the undertaking starts making profit from the very first year 
of its operation and tha.t the rate of profit exceeds 6 per cent 
of the capital employed; and 

lh) the undertaking is a company, that the rate of corporate 
taxation is 57.75 per cent (public company) and that the com
pany does not pa.y sur -tax. 

The rate of discount for purposes of capitalising the future benefit is 
taken at 10 per cent. 

TAx HoLIDAY: 

3.17. Tax holiday was introduce? in 1949, The intention was to 
enable the undertaking to improve tts net profitability in the initial 
period. The incentive exempts profit upto 6 per cent per annum of 
the capital employed. In the Budget for 1971-72, the capital base for 
calculating exempted profits was changed to exclude debentures and 
long-term borrowings from capital employed. The tax benefit now is 
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reduced and is largely in respect of 'own' capital. It is available to 
new industrial undertakings, cold stomge plants, new ships owned and 
used by an Indian company and to hotels owned and managed by an 
Indian company with a paid-up capital of not less than Rs. 50,000. The 
benefit is limited to a. period of five years from the commencement of 
production. The unabsorbed part of the benefit in the five year period 
ca11 be carried forward and set-off during the three years succeeding 
the tax holiday period. The capitalised value of this benefit of 3.5% 
tax exemption (6% tax free profit x 57.75% rate of taxation), on the 
assumption that all capital is own capital, would be equal to' : 

J·5 3·5 3·5 3·5 3•5 
-- + -- + -- + --- + -
(1. I) (I. I)• (1.1)' (!.!)• (l. I)' 

= 13.3 per cent of capital. If the debt/equity ratio is 1: 1, 
the entire capital grant equivalent would be 6. 7% of total capital (own 
capital+ borrowed capital). 

DEVELOPMENT REBATE: 

3.18. The Taxation Enquiry Committee recommended a develop
ment rebate for selected industries of national inlportance. The Govern
ment of India, however, introduced development rebate in the Budget 
for 1955-56 for all industries. In the Budget for 1971-72 the Fina-nce 
Minister announced that development rebate will be withdrawn with 
effect from 31st May, 1974 because "development rebate in respect of 
new investment has had .................. a fufl play". 

3.19. The objective of the development rebate was to help industry 
supplement the 100% depreciation allowance so as to cover the re
placement cost of the plant and macbinery. The impact of the incen
tive, .however, has been different because of the manner in which the 
development rebate was operated. 

3.20. The development rebate is conditional on two factors : 

I. Profits upto 75 per cent of the reba.te (50 per cent in case of 
ships) are transferred to a special reserve account. 

2. The funds are retained for the purpose of business and are 
not distributed as dividends at least for a period of 8 years. 

3.21. The rebate is given in the year iii which the plant a.nd machi
nery is installed provided it is used for the purpose of business in the 
year of installation. But if the machinery is first put to use in the 
immediately succeeding year, the rebate is allowed in such succeeding 
year. The unabsorbed part of the rebate can be carried forward and 
set off over a maximum period of 8 years. The rates at which the 

• Internal Tin< free rate of return taken @ 10%. 
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development rebate is allowed vary a great deal with the type of asset. 
Some s~mple rates are mentioned below : 

Type of Assets Rate of Develop· 
mcnt Rebate 

(per cent) 

~~ ~ 

New Machinery & Plant installed in specified priority 
industries (after 31st March, 1970) . 25 

New Machinery & Plant instalJed in non-priority indus-
tries(afrer 31st March,l970). 15 

3.22. In the case of priority and non-priority industries the tax 
advantage expressed in terms of the percentage of cost of plant and 
machinery would be: 

Priority 
Industry' . 

Non-priority 
Industry . 

• 

Tax advantage 

25x0·5775=14·4 per cent 

15X0•5775=8·7 per cent 

3.23. The two factors mentioned in para 3.20 ha.ve made develop
me:Jt rebate not only a mere supplement to deprecia.tion allowance or 
a mere capital subsidy concession but a powerful lever to investment 
and expansion as it i:an be obtained in the first year of installation. A 
substantial part of the development rebate is not available for distri
butior. as dividend and is required to be kept in business for a period 
of 8 years. It, therefore, increases the ratio of own funds to borrowed 
funds enabling the undertaking to go in for more borrowings and 
further investment. The additional investment gives' rise to a further 
element of development rebate leading to still. higher investment. The 
process becomes cumulative. Thus, in order to balance its asset pattern 
an undertaking keeps on investing. 

3.24. The phenomenon can best be described by means of an 
example. Let us assume that a company invests at the beginning of 
the year Rs. 100 lakhs of which Rs. 70 Iakhs is in plant and machinery' 
(in priority industry) financed from · eq~ity and debt in the ratio of 
'J : I which is kept coosta.nt throughout. Let us further assume that 
the whole of development rebate is invested in the year subsequent to 

• As defined in Schedule V to the Income-tax Act, 1961. 
• This assum).)tion is made on the basis of the results of the survey of Company 

Finances made by the Reserve Bank of India. 
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the year in which it is allowed, along with the borrowed capital com
ponent. The investment flow of the industry will then conform to the 
following time pattern: 

(In lakhs of Rs.) 

Total Plant & Land & Develop-
invest- Machi- Build- ment 
ment nery ings Rebate 

Jst year 100 70 30 17·5 
2nd year . 35 24·5 10·5 6•1 
Jrd year . 12·2 8·5 3·7 2·1 
4th year 4·2 2·9 1·3 0·7 
and so on 

• 3.25. The initial investment thus setS off a chain reaction which 
leads to further investment principally because the resources are 
available and a commercially viable asset pattern has to be achieved. 
The total additional investment generated by . the jn.jtial investment of 
Rs. 100 Jakhs would be : 

Additional 
investment = 35+ 12·1 +4·2+ ....•. 
(Rs. lakhs) = 54 

The existence of the development rebate eventually leads a total in
vestment equal to 1.5 times the jn.jtial investment in priority industries. 
.If the industry were not a priority industry, development rebate would 
have been at the rate of IS per cent and assuming a constant debt 
equity ratio of 1 : 1 additional investment. would have been : 

Additional 
investment = 21+4·4+0·9+ ..... . 
(Rs. lakhs) = 27 

3.26. What these figures indicate is the full impact of development 
rebate on investment. In practice, there can be leakages which will 
weaken the impact. Firstly, the full development rebate rriay not be 
invested. The taxation Jaws allow 25 ·per cent of the rebate to be 
distributed a-s dividend even before the expiry of the 8 year period. 
Secondly, the company may not be able to transfer the fuU amount of 
development rebate to· a separate account if there are not adequate 
profits. Even if the rebate is provided for, it is possible that it may be 
distributed either pa-rtly or wholly as dividends after the expiry of 8 
year period. Thirdly, future investments from· development rebate 
may be so spaced that the full impact of the development rebate may 
be revealed only after a pretty long time. Fourthly, it will depend on 
industtial policy whether the company will be allowed to expand in its 
own or other lines. Even so, it does appeM that development rebate 
has provided considerable impetus to industrial growth. 
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3.27. The gross investment in plant and machinery by 1501 public 
limited companies (RBI Sample) in the year 1966-70 ·was of the order 
of Rs. 915 crores. This investment was financed from development 
rebate reserve to the extent of 15 per cent. Since development rebate 
reserve is the own capital of the company a I : I debt equity ratio ob
served as the norm would mean that the availability of development 
rebate would have induced investment twice the amount of the reserve 
provided for. In other words, 30 per cent of the gross investment in 
plant and machinery in 1966-70 might have been induced by the incen
tive created by <;levelopment rebate. 

PRIORITY INDUSTRY CONCESSION: 

3.28. Development in a planned economy has to conform to 
certain priorities. It may happen that industries which, from a national 
point of view, have a high priority may not, from considerations of 
profit motive, have precedence over others. This was appreciated and 
the Fina-nce Minister .in the Budget for 1964-65 announced a reduction 
in corporation tax to priority industries equivalent to 10 per cent of 
the income tax and. super-ta,x and .20 per cent of the sur-tax. The · 
rebate was initially available to priority industries like basic metals, 
industrial mochinery and machine tools, cement, .fertilisers, paper and 
pulp, tractors, equipment for power generation, tea, coffee and copper. 
The rate and mode of concession and the eligible range of industries 
have changed considerably in the last 8 years. In the Budget for 1971-
72 the special concession, i.e. tax exempt pa[t of profits in respect of 
priority industries, wa-s reduced from 8 to 5 per cent and the list of 
priority industries which had been considerably enlarged was shortened 
by .excltidiiJg;ah:iminiilm,. motor •trucks and buses, .cement and refrac-. 
tories. soda ash, petro-chemicals and automobile ancillaries. This 
concession has been withdrawn altogether by the Finance Act, '1972 · 
with effect from the assessment year beginning with 1st April, 1973. 

INTEREST CoNCESSIONS: 

3.29. Almost the whole range of interest rates in India is subject 
to regulation by Government. Even before the banks were nationa
lised, interest on bank deposits and advances had been subject to 
policy directives ·by the RBI. Interest on small savings schemes and 
Governmenl securities are determined by Government in consultation 
with the RBI. Interest on debentures and dividend on preference 
shares are· fixed by the Controller of Capital Issues. The rate of inte
rest on institutional loans is equally a matter of policy rather than the 
outcome of market forces. Possibly, the only ra-tes .of interest which 
reflect more or less true market condition are the rate of interest on 
company deposits, the· bazar bill rate and the rates of interest in the 
unorganised financial markets.' Tile yield on equities is, of course, not 
directly governed by the policies of Government, but it comprises more 
than the normal rate of interest a.nd is much influenced by the corpo-
rate tax rates. 

'. The rates of.interest in.the unorganised markets are subject to ceiling under 
State Legislation. 
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3.30. The element,of subsidy in loans given by financial institutious 
can be estimated by comparing rates 'of interest charge~ by ~nanc!al 
institutions and the ra.tes of interest on company deposits. Fmancml 
institutions· charge an effective rate of 8 per cent (after .taking account 
of the rebate of-} per .cent for prompt payment) on rupee •loans. The 
rates allowed by companies on public deposits vary a good deal depend
ing upon the credit-worthiness of . the company. Even· fa.irly good 
companies are reported to be paying an interest of 9-. 12 per cent. The 
loans ·by financial .institutions are secured and for a longer period. If 
these two factors are taken to cancel out,- the differential between inte
rest charged by fina·ncial institutions and the market rate might be 
taken to· be about 2-3 percentage points. 

3.31. The element of 'interest subsidy can thus be taken to .be at 
least 2 percentage points. On this basis, the grant equivalent in bor
rowed capital, taking. effective long period at 9 years' would be : 

2 2 ·2 
--·- + - + + -- .......... .. 

(I ·I) (1•.1)' (1· I)' 

· = 11.5 per cent of ca.pital borrowed from financial institu-
tions. 

3.32. The actual benefit to the undertaking as a proportion of the 
total cost of the project will depend upon the part of finance acquired 
from the.financial institutions. This proportion was about 10 per cent 
of the capita.] (own + borrowed) in 1969-70. On this basis, the capital 
grant equivalent in the total project would be equal to only 1.2 per 
cent. 

3.33. The financial institutions, principally IFC and IDBI, have 
also special schemes for concessional finance to projects in specified 
backward a.reas comprising more than 200 districts. The rate of inte
rest is 7 per cent (with a penalty oft per cent for default). Also, loans 
under concessional finance are for a longer period viz., 15 to 20 years 
(against the normal period of 10 to IS years) and a.llow an initial mora
torium of 5 years (against the normal period of 3 years). The capital 
grant equivalent in respect of institutional loans will now increase from 
11:5% to 20.9%. Taking the institutional loan component at 10% of 
capital (own and borrowed), .the. net advantage to the undertaking 
would ,be 2.1 per cent. 

SPECIAL CONCESSIONS TO BACKWARD AREAS: 

3.34. Till recently incentives granted were neutral with reference 
to location of industries. Though rectifying regional imbalances was 
one of the objectives of Indian planning, the incentive structure was 
not designed to attain this objective. Setting up of la.rge-scale industries 
in certain pockets of backwardness in relatively 'under-developed States 
(such as Biha·r, Orissa), was perhaps the only positive step taken by 
the· Government to reduce regional imbalances. 

•. Th.is hn b:en calculated ns the period of moratorium-of three years plus 
ltalfthe period of 12 years. over which the loan has to be repaid in equated 
instalments. 
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3.35. The first important step to promote balanced regional growth 
was taken when the Planning Commission set up two working groups 
-the Pande Committee to identify backward regions and the Wanchoo 
Committee to suggest fiscal &nd financial incentives for promoting in
dustries in these areas. Following the Wanchoo Committee Report, it 
was decided that the Government of India would subsidize the estab
lishment of industrial units in backward regions to the extent of 10 per 
cent of the total fixed capital investment of projects, both in the private 
and public sectors, provided sucli capital cost did not exceed Rs. 50 
Iakhs in individual cases. The subsioy is available for industrial sche
mes in two districts in each of the backward States, viz. Andhra Pradesh, 
As~am, Jammu & Ka-shmir, Madhya Pradesh, Nagaland, Orissa, Ra
jasthan and U.P. In other States and Union Territories the subsidy 
will be available in one. district in each case. 

PRICE PREFERENCE TO SMALL ScALE UNITS: 

3.36. The Government gives 15 per cent price preference in respect 
of purchase from small-scale units. This preference helps small-scale 
units to· compete more effectively with large undertakings ; but they 
may not, however, be able to take full advantage of the preference. 
Under the present tendering system for Government purchases a small 
scale unit will have to compete not only with large-scale unit ·but also 
with other small units. As such, any small unit tendering for Govern
ment orders may have to quote a price which is its normal selling price 
and not the price charged by large-scale unit plus 15 per cent. Thus 
the preference element largely helps a part of Government orders to be 
channelled through the small-scale units. 
COMBINED CENTRAL INCENTIVES: 

3.37. The total net advantage to an undertaking due to various 
incentives will depend upon a variety of circumstances. In earlier 
paragraphs the relevant incentives have been measured in terms of 
capital grant. For the different incentive measures the capital. grant 
equivalent as at present has been found to be as follows : 

I. TaxHoliday(wholly owned c~pital) . , 
2. Development Reb~te (Plant and Machinery) 
3. lntere3t Sub3idy on in~titutional loans (borrowings 

from financial in5titutions) 
4. Capital subsidy (fixed inve;tment) (industries upto 
. Rs. 50 lakhs in backward areas)* · · . · 
5. Conce3sional Finance by IFC, IDBI, etc. to _ind~stry 

in backward areas (b:>rrowings from financ1&l mstJw 
tutions)* · 

Priority• Non
priority 

(per cent) 
1.3•3 13·3 
14·4 8·7 

11·5 11·5 

10·0 10·0 

20·9 '· 20·9 

' A:!. defined for purpose of development rabate. . 
*The definition b'ckward areass is different for purposes (4) and (5). 
Ste paras 33 and 35. 
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3.38. The total element of capital grant equivalent of incentive! 
granted by the Central Gowrnment and All-India term lending institu· 
tions will vary from undertaking to undertaking. This has been worked 
out in a few selected cases below ; 

Case I ; Investment undertaken by a new company in priority in
dustry with investment a.bove Rs. 50 lakhs, financed from debt and equity 
in the ratio 1 ;1, the whole of the debt being loans from financial insti
tutions, the project being located in an area other than backward" and 
the company being able to earn profits in the initial years 

The capital grant equivalent would be equal to 22·6 per cent. The 
different components would be ; 

Tax Holiday 

Development Rebate. 

Interes.t Sub3idy in respect of loan from financial in
stitutions. 

TOTAL. 

C:tpital-grant equiva-
- lent· 
(%age of own+bor
rowed capital)u 

6•7 

10·1 

5·8 

If the investment were financed wholly from own resources tax holi
day component would have gone up to 13·3 per cent and the interest 
subsidy gone down to zero. In this case the total incentives would have 
been equal to 2.3·4 per cent. 

Case II: Investment .undertaken by large company which has been 
in business for more than 8 years in non-priority industry, investment be
ing financed half from own resources and half from borrowings. 

Development Rebate 
Interest subsidy in respect of borrowing from 
financial institu,tions . 

C.1.pital-grant equivalent 
(~~age of ~on+borrowed 

capital) 

6·1 

5·8 

>o As defined for purposes of concessional finance from AU-India term lending 
institution. 

" Tt is found that generally the fixed assets of companies are apprOximately equal 
to own capital plus long-term borrowings. · 
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Case I and case II represent more or Jess ~xtreme positions. He_nce 
it can be generally said that for large· compames the element of capttal
grant equivalent of incentives would vary broadly benyeen. 12-23 p~r ce!lt· 
the incentive being higher in respect: of new compames enga-ged tn pno
rity industries. 

Case Ill: Investment undertaken oy .a sma)l/n;H:dium undertaking 
newly established in backward area in priority industry, investment be
ing fina·nced to the extent of one half. from concessionat loans. - . . ' ' 

The capital grant equivalent would be equal to 37'3 per cent. the 
different incentive components being as follows: 

Tax Holiday ... 

Deve~opment Rebate. 

Interest Sub.iidy (in respect of laons from 
financial institutions on conce:ssional terms) 

Capital Sub;'dy 

ToTAL 

· ·eapital-grant equivalent 
. {%age of won+ borrowed 

capital) 

10·5 

10·0 

. 37·3 

Small-scale/medium industries located in backward regions get the 
advantage of capital subsidy. If they are not located in backward a,reas, 
the capital grant equivalent would be 22:6 per cent, the same as the large 
~ca.Je sector. 

3.39. The above examples give a broad picture of the advantages to 
industrial undertakings under different situations. The incentive element 
is th·! h;ghest in the case of small/medium undertakings for priority in
dustries located in backward regions. It is the lea6t in the case of large 
established undertakings engaged in non-priority industries and financing 
investment mainly from own resources. In the latter case, the only mean
ingful incentive is development rebate. 

STATE INCENTIVES: 

3.40. The incentive schemes of State Governments vary a good 
deal. There are. no doubt, certain common characteristics like encou
ragement to small-scale industries, development of backward areas, 
etc. But the mode and extent of incentives or assistance are not 
the same.1

·' It would be too cwnbersome to make a quantitative evalua
tion of the incentives offered by ea.ch State Government. The point can, 
however, be illustrated by examining the incentive structure of any single 
State, say, Maharashtra. 

u For this purpose different states have different schedules which lay down the-· 
areas in which these concessions are available. 

•• For some idea of the range s~e Annexure III. 
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3.41. The Maharashtra Government initiated a new package scheme· 
of incentives :withreffect from April 1, 1969/' The scheme encompasses. 
the following incentives : . 

1. · Interest free loa-ns either to 'recoup' sales-tax paid or to ·invest 
in fixed·assets. . . . 

2. Relief in electricity tadffs octroi duty,.waterToyalties,.and non-
agricultural assessment. . 

3. Contribution towards cost of feasibility studies. 
4. Support for obtaining industrial licence, loan guarantees, assist-· 

ance in technical tra-ining of personnel and contribution towards . 
. cost-of industrial housing. 

5. :Preferential treatment in Government purchase programme. 

The incentl.ve aspect r~leyant for enhancing profitability'· is particu
larly manifest in (1) and .<2). '(3) a_nd (4) are m~re in the na~re of faci· 
lities. For reasons mentioned earher, preferential treatment m Govern· 
ment purchase programme may only ensure larger sales to the small-scale 
sector as a whole but may not appreciably increase profitability of any 
particular individual unit -

3.42. The sales tax -refund kheme relates to the Central and State 
sales-tax paid on the raw materials purchased and finished goods sold. 
It consists of two pa-rts. The first part is relevant to new industrial units 
started in undevelopped areas of Maharashtra. The refund is given in 
the form of interest free loans repayable in three annual instalments after· 
18 years subject to a maximum of 8 per cent of the investment in fixed 
assets for eoch of the first six years from the date of production. Part II 
of the scheme relates to an existing undertaking which has paid more 
than R_s. 3 lakh as sales-tax per year for the last three years. The refund' 
is restricted to the payments durmg the last three years and to 25 per cent 
of the fixed a-ssets in new units located in underdeveloped areas. The 
terms of the loan are the same as in the first part on the assumption that 
the sales tax ~aid by the e~isting fi~ms in the last three years and payable 
by ,new o/ms m the next SIX years ·~ large enough to enable them to ta-ke 
the max1mum advantage. The cap1tal grant equivalent under the most 
favourable circumstances would be 28·7~{, of fixed assets in the first case 
and 20·5% in the second. 

3•5 
(i} Part T ": 

3•5 3•5 
---+---+ ............ +---
(1·1) (1·1)• (1·1)" 

~ 28 · 7 of fixed assets. 
2·5 2·5 2•5 

(ii) Part Jl : ---+---+ ............ +--
(1•1) (1·1)• (1·1) 10 

= 20· 5 per cent of fixed assets. 

u Apart from package incentives someother incentives are also available .. 
Sec Annexure IV. 

u Since 8% oflhe fixed assetscanbeobtained as maximum loan at the end 
of the first year, another 8% at the end of the second year and so on, for "' 
total period of six years, its·present equivalent would be equal to 

8 8 8 8 
---+ + + .... ' ... +--- 35'% 

(l· I) (l'l)'_ (l·l)• . . . (1·1)' 
of the fixed assets permitted as loan Immediately. 
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3.43. The value of the concessions in respect of electricity, octroi, 
etc. varies considerably with the product and location of the industry. 
The electricity concession is available ·for a period of five years, and is 
meant to bring the burden of electricity charges in line with the tariffs 
in Bombay. Exemption from payment of royalties in respect of water 
from public source is for six years. The element of these concessions is 
~omparatively small on the whole. 

CENTllL AND STATE INCENTIVES 

3.44. To get a broad idea of the overall element of incentives avail
able to an enterprise it would be desirable to combine the incentives 
olfereJ by the Centre and the States. The incentive schemes, as they are 
framed, vary with respect to the type of industry, viz. priority industry 
and non-priority industry, and with respect to location, viz. developed 
and backward. The total incentive expressed as ca-pital grant equivalent 
:in different combinations of circmnstances is given in the following table: 

. ' 

I. Central Government & All India 
Term tending Institulions. 

Tax Holiday (New units only) 

Development rebate. 

I nterc:st subsidy 

Capital subsidy 

ll. S:ate Government (Maharashtra) 
Sales Tax Refund 

(Part [) 

(Part I I) 

DeveloJ>ed Areas Backward Areas 
Priority Non-priori- Priority Non·PJ'io-
Industries ty indus- rity tndus-

6·7 

10·1 

5·8 

22·6 

tries tries 

(%age of capital) 

6·7 

6·1 

5·8 

18·6 

6·7 

10·1 

J0·5* 

10·0* 

28.-7* 

20·5* 

66•0 

28·7• 

20·5* 

62·11 
or or 

57·8 53•8 

• It must be noted that as pointed out earlier, the definitions of under-develop• 
edjbackward areas vary for the purpose of differe!lt conc~sion. . . 
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The different assumptions underlying the capital grant equivalent calcula
tions have been explained while discussing the .individua-l incentives. Her.e 
it may oniy be noted that ~e calc~l~tions have bee~ worked _o:ut on the 
assumption that firms are .m a posltlon to take maxtmum legttlmate ad
vantage of these concessions. In practice this ma.y not be so. 

3.45. The incentives include development rebate which will be with
drawn with effect from May 31, 1974. If this is excluded, the element 
of incentive will vary only with respect to location of industries from 
12.5·;~ in developed areas to 47.7-55.9% in underdeveloped areas. 

3.46. In interpreting the translations of the various fiscal and fina.n
cial concessions in terms of capital grants, it should not be forgotten tha.t 
th.: common unit of measurement does not fully reflect the conditions 
under which they are granted nor the psychological impact. The advan
ta-rres of the development rebate can accrue to undertakings only to the 
extent that their gross profits exceed the depreciation charges. A capita[ 
grant is directly and immediately available .. Whether the project meets its 
costs or not, whether it earns or does not, the concession immediately in
creases its liquidity and reduces the risk of the entrepreneur. It is, how
ever, confined to location in certain ba.ckward areas and only to small
sized units. The first practice is justifiable as backward areas have ini
tial handicaps which greatly increase the risks of business~ the second 
can only be justified if economic ana~ysis reveals that the development 
of backward areas is not specially helped by larger projects, or that the 
latter will only come ·if it has other overwhelming advantages like raw 
materials, or tha.t their problems will be taken care of in other ways. 

3.47. Some devices cannot be given a capital grant form except with 
the help of yery detailed information and on the basis of many assump
tions. For mstance, one great advance tha.t is being recently made is the 
extension of organised credit facilities to agriculture and small-scare in" 
dustry. Targets for loans to the weaker sectors have also been laid down 
and uew concepts of credit worthinless ha;ve been introduced. The bene
fit of this new arrangement will be of a twofold nature. Certain firms 
would switch over their borrowings .{rom private unorganised sources to 
banks. Others would find new production plans now becoming attrac
tive. More important, the new credit facilities would radically change 
their outlook to investment and research. This cannot be easily trans
lated into money terms, though their favourable effect on employment 
cannot be gainsaid. Provision of common facilities, purchase and allot
ment of land, etc. may fa.U into the same category. 

3.48. Unlike Central incentives to industries State facilities and in
centives suffer from a handicap. They have to oJ)erate in the all-India 
context. It is, therefore, likely that some of the State incentives have the 
effc~t of diverting industry from one State to another, or tha.t many of 
them just counteract and cancel other States' similar concessions. If 
one State offers new industries exemptions or concessions say in respect 
of sales tax or electricity charges, another neighbouring State must do 
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·so and there may be no net advantage to the country as a result. Link
ing up the advantage to sales tax paid, electricity consumed, water used, 
,etc. seems to have no particular rationale unless it is meant to offset tem
porary disa-dvantages in those specific fields; otherwise the strength of 
the· advantages becomes dependent on entirely accidental factors which 
have little to do with the needs of the case. Since in a well-devised sales 
tax system luxuries are liable to higher taxation, sales tax· concession, en 
bloc will more encourage new units in these lines. The States' view
point would be that in giving new units sales tax exemption and attract
ing them, they Jose nothing and at the temporary sacrifice of doubtful 
·additional revenues they get additional sales tax proceeds and other ad
va-ntages of having more industries within their borders after the lapse 
of a few years. This angle has no all-India relevance and logic. There 
is also a fear that the advanced States are in a better financia-l position 
to give more advantage to industries located within their borders; in any 
case, they are in a better position to effectively implement the concessions. 
We ha.ve elsewhere given the results of an investigation made by our 
official team in Assam" which shows bow inadequately the concessions 
are implemented there. With the generally better infra-structure that file 
better-off States can provide, they will be in a privileged position. It is 
of the utmost importance that there should be harmonization of devices 
-among: Stat,s a·nd that the major concessions to industries should be on 
principles agreed to on an all-India uniform basis and should be admi
nistered efficiently. 

3.49. The present incentives to industry have been evolved hapba
.zardly at various levels and for various purposes in response to imme
dia-te pr0blems and needs. These incentives and arrangements have been 
changed from time to time, but hardly as a result of any overall review 
·and evaluation. As the notes on work'ing of incentives in States show" 
·even institutions responsible for the working of incentives have hardly 
kept any data regarding their use and effects in a. form which would make 
evaluation of their operations easy. Further, there has been a lack of 
coordination among different State agencies administering Sta-te incen
tives. One bas, perforce, therefore, to rely more on a priori analytical 
:reasoning. · 

Criteria for Incentives 

3.50. In laying down criteria for the need of a particular type of 
incentives, one must first precisely define the purpose it is 'expected to 
.serve a.nd its importance in the overall context. If the broad aim is em
ployment. the next question to ask is whether compared to the other 
ways of achieving this aim, incentives alone, or in combination have a 
technical superiority. If one is thinking of tax incentive, it must be re
cognized that it implies a revenue less, which may or may not be made 

" See Annexure II . 
" See Annexures IV, V, V! and VII for Maharashtra, Gujarat, Haryana 

and punjab re:,pectively. 
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up soon. If the : taol!1 base expands as a result of the tax incentive, tax 
revenues may so increase with the same system of taxation that the 
revenue Joss is more than made up. But this is not always so. If there 
is a revenue Joss, the counteracting effect of reduction hi. public savings 
or Government ability to provide public services without resort to in
flationary financing has to be considered on the liaobility side. A large 
number of tax incentives invite the risk of loosening tax administration 
by persons trying to pass off their activities as belonging to favour'ed sec
tors. There is also the danger that while each individual incentive con
sidered in itself may ha-ve a strong case, the effects of combined incentives 
may be to defeat the broader purposes like eq!lity, which many regard 
as the supreme purpose of the tax system. In a wider context, an incen
tive given for one purpose may run counter to another. For example, 
steps to encourage small-scale industry have helped its location in metro
politan areas, thereby harming the important aim of preventing further 
concentration in such areas. The goals will then have to be given some 
wei!!hts, and combinaotions of incentives found which will be able to re
concile the conflicts in the best possible manner. 

3.51. As we have noted earlier, underdeveloped/backward areas 
have been defined differently for purposes of concessions by different au
thorities. the Central Government, the All-India term lending institutions 
and the State Government and State fina.ncial institutions. An integrated 
approach to the problem of economic development of such areas has 
been lacking. Since such development demands also the building up of 
a proper infra-structure the present position has only meant ao scattered 
and unproductive use of scarce resources. A more purposeful, vigorous 
and coordinated policy is urgently essential. 

3.52. It< is ?bVious that emQloyment generation is one aspect of 
genera! economic. gl:o_wth. . Hence the ma.in thrust of any incentive 
scheme must be to •mtensi~ the deyelopment process. This would 
require that the rate ?f savmgs and mvestment a.re pushed up to the 
maximum extent possible,. The means to do so, though extremely im
portant, are largely outside the terms of reference of the Working 
Group and,. therefore,. n? ~ttempt has been: made to discuss the issue. 
The discussiOn here ts ltmited to measures which would ensure how ao 
better deployment of .~ese resources can be made to generate larger 
C!'Inployment opportumbes. 

3.53. The effort will have to. be directed towards·. 
1. Utilising capacity fully so as to create larger job opportuni

ties with existing equipment; . 
2. Making labour-intensive technology more attractive; 
3. Altering the pattern of demand, a.nd consequently, of pro-

duction in favour of labour-intensive goods; 
4. Regional dispersal of industry; 
s. Increase in exports; 
6. Stimulation of investment or production. 
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Of these, the employment viewpoint will regard , (4) as. demanding 
the highest priority and the most powerful. 

CAPACITY UTILISATION 

3.54. The employment potential of the capital equipment in orga.. 
nized manufacturing sector has not been fully utilised. There is large 
surplus capacity in a number of industries. If this capacity had been 
fully us'ed, significant additional employment of persons would have 
been possible. 

3.55. The reasons for under-utilization of capacity vary from in
dustry to industry. They include deficiency of demand partly due to 
fall in real investment in the public sector, shortage of essential raw 
materials, lack of power an!f transport, and unhealthy industrial rela
tions. In many of these, incentives &s such cannot be a powerful 
means to promote full utilisation of capacity. 

LABOUR INTENSIVE TECHNIQUES 

3.56. Incentives have a role to play in influencing the techniques 
of production in favour of labour. This issue can be examined in 
two parts: 

1. Choice between labour-intensive and capital-intensive techni
ques; 

2. Choice between small-scale and large-scale units. 

A doubt is often expressed as to the feasibility of a real choice in the 
adoption of techniques with different degrees of labour-intensity in 
modern sectors if economic efficiency and economic growth are not 
to be. sacrified. Insofar as many of o_ur pro~uction techniques are bor
rowed bodily from developed countnes which have all a problem of 
labour scarcity, this view right!:,; stress:s the need of .our undertaking 
independent research and expemnentatron on a considerable scale in 
production designs, processes and techniques, and underlines the dan
ger of leaving it to other countries. But even with the existing know
ledge there is a critical range where such a choice exists. 

3.57. Where such choices are pos~ible .and ~abour intensive pro
cesse~ are not inefficient fro~ the so7Ial viewpomt (as unemployed 
Ia bour has a cost tr- the society) or m sectors where labour is paid 
more than its opporrunity i:vsr, the State may either lay down the 
techniques not to be permitted ?r to ~e. followed or offer such induce
ments as to more entrepreneunal decistons near the social optimum. 
More generally. the objective will ~e to create conditions in which 
entrepreneurs will be more careful m the use of capital and more 
inclined to the use of labour. Prima facie in a country like India 
where wages are low in many sectors, encouragement to employment 
through wage subsidization will have very limited applicability. The 
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large extent of self .and nnorganised employment lead to the same con
clusion. This limitation is likely to set up many artificial differentiab 
between small and large industry, between near and far-off areas about· 
which a policy-maker must be on his guard". 

3.58. The need for developing small-scale industries has attracted 
considerable attention in recent years. Though sometimes small scale 
nnits are as capital-intensive as the large-scale units, they use, on an 
average, more labour and produce more per nnit of capital. They 
also Jend themselves to a programme of dispersal so that employment 
becomes regionally widespread. Hence, if the growth of small-scale 
industries, including village and agro-industries, is deliberately foster
ed, there is likely to be generation of larger and widespread employ
ment opportunities. This growth has been sought to be promoted by 
various regulations and facilities. 

LABOUR INTENSIVE COMMODITIES 

3.59. The labour content in the production of different commo
ditie> is different. Employment generation will be greater if demand 
in the economy is engineered to favour labour-intensive commodities 
and disfavour capital-intensive commodities, the degree of such shift 
will be decided by the cross price-elasticities of demand. This may 
specially be advocated when capital-intensive commodities happen to 
be luxuries. Given the income distribution, however, it may not be 
possible to carry the process far. 

REGIONAL DISPERSAL OF INDUSTRIES 

3.60. Incentives can also be used to promote greater dispersal of 
industry. There would have to be centres of development of focal 
points depending on nearness. to market, on the one hand, a.nd proxi
mity to sources of raw materials, on the other. Distance will have to 
be computed not in terms of kilometres alone but in terms of availibi
litv of cheap and quick transport and means of communication. In
centives will ha.ve to be devised to attract industries to potential growth 
centres and to relocate labour in these areas. : The· overall effects of · 
such dispersal in a conntry like India will depend on how far the pro
gramme will initiate a much faster rate of development. 

ExPORTS 

3.61. Exports from India generally are labour-intensive. They 
facilitate additional imports either in the field of non-substitutable con
sumer goods or essential raw materials and capital goods needed for 
development. In the latter case they can h~we multiplier effects on 
production and employment. · A large number of concessions are, 

" See A. R. Prest-Role of l-abour 1'axe3and Subsidies in promoting Employ 
meolin Developing Countries in ILO~Fiscal Measures for Employment 

Promotion in Developing Countries- p, 176. 
4-I E<Pt. Com./73 
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therefore, given for promotion of exports, including a cash subsidy 
provision of Rs. 59 crores in the 1972-73 budget. Many of them are 
only intended to remove the ha.ndicaps that Indian exports suffer from. 
If, h_owever, the incentives themselves result in additional substitutable 
imports, their direc~ impact on dc;>mestic employment ~ould ~e adverse. 
In this regard the IIDport replemshment schemes which entitle expor
ters to import 2%-90% of f.o.b. value of their exports need to be 
constantly reviewed. 

INVESTMENT AND PRODUCTION 

3.62. In an econimy like India's, where many goods are sca.rce, 
investment and production may need various facilities but should not 
require any general incentives except in special circumstances. There 
would be enough general stimulus for expansion and starting of new 
units, and special fiscal and financial incentives should be ordinarily ruled 
out. If in the case of any commodities pricing and tax policies are 
coming in the way of increases in their production, the possibilbty <?f 
revision in these policies should be examined first, and only if this 
revision is not in general interests the question of a suitable incentive 
should be taken up. Where additional production is urgently needed 
and a. remunerative price level cannot be allowed, some temporary non
price incentive may be considered desirable, and a tax credit or relief 
on additional production or profit can be given.. In industries of great 
national importance if the techniques are unfamiliar and complicated 
or if the gestation period is long, some specia.l encouragement may be 
called for. 

Suggestions for New Incentive Schemes 

3.63. As said before, owing to lock of reliable and relevant statis
tics and the simultaneous operation of regulations and controls and 
extension of othet: facilities it becomes difficult to form any considered 
judgement regardmg the effects of incentives. But there is no doubt 
that on all its ~ajor J!onts !o secure more employment, viz., reduction 
of excess capacrty, stimulatiOn 9f labour-intensive techniques, encou
ragement of sma~·scal~ industry, altering the pattern of demand in 
fav.o1:1r of labour-mtenstve commodities, regional dispersal of economic 
a_ctlVlty, ~nco11ragement of exports, .and general aid· to more produc
tlon and mvestment, the success has been very linllted. The system, 
therefore, needs to be reoriented with reference to : · 

I. The total amount of incentive that should be offered; 
2. the type of incentives that should be offered, and 
3. other steps that roa.y be simultaneously needed. 

3.64. What the reasonable level of incentive should be cannot be 
said a priori; i!l conjunction with other devices they must be powerful 
enough to achieve the objectives in view. The level would therefore, 
vary with the detailed circumstances. In this connection.' one must 
.bear in mind the level of protection against foreign competition now 
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regarded as- reasonable. by many development economists, . and tJ;te . 
levei of tariffs· and quantitative import controls actually prevalent _m 
many developin8i ccuntr_ies. There is no perfect analogy between m
ternational and mterregtonal trade.. Prospects of greater labour and 
capital mobility, tJ;te acc~pted ideal of free commodity_ m'?vements a~d 
possibilities of regtonal mcome transfers and of equalizatiOn of pJlblic 
services- through fiscal operations make a region very different from a. 
r,ation. But some regional economists have expressed dissatisfaction 
with the lower level of differential advantages as being a cause of per
sistent regional imbalance." Any level of incentives, therefore, cannot 
be easily ruled out as being too high in itself; it has to be considered 
in conjunction with the duration, the detailed objective, and the effi
cacy of other alternative devices. . At the same time, the incentives 
must not impose a high burden on the Budget. From this point o~ 
view, it appears that, to the extent possible, a. new proposal for incen
tive to do something, say, make greater use of labour, should be com
bined with a disincentive to discourage greater use of capital, or re
moval of an existing incentive. Such a combination of incentives and 
disincentives. It would minimise the revenue loss to the Government 
i~ in terms of this approach that a set of measures has been indicated 
below: 

3.65. It has· been found that 'in recent years the trend has been 
in favour of capital-intensive technology. This is largely the result of 
modernization of the methods of production. Undoubtedly, it would 
be wrong to deliberately deny ourselves the advantages of modern 
technology, where it economizes the use of both labour and capital, 
or where it is essentia.l in the interests of safety or needed precision 
or . surplus. for gro..yth. But it is equally true that within this larger 
objeCtiVe, m a capttal-scarce economy, where wage-profit ratio in cer
tain lines may not reflect the labour-<:apital endowment. it is essential 
to economize th~ 1;1se ?f ca~ital and encoura.ge greater 'use of labour. 
Many of our eXtstmg mcenttve systems work in the reverse direction, 
and, therefore, need to be reoriented. 

:ltl!MOV AL OF lNTERES"); SUBSIDY 

3.66. It has been oliserved that there has been a. hidden subsidy 
in the form of concessional• interest rate charged by financial institu
tions. This subsidy should' be generally done away with, not only 
with reference to large-scale but also small-scale enterprises. An in
crease in interest rate will raise the prices governed on a, cost-plus· basis 
specially in. those concerns where the capital borrowed from financial 

10 "PJrhaps thO most imnoTtant comment suggested· by Italy's experience is 
that not sutBcient attentiort has been ]'>aid to the fact that industry growing 
up in an- underdeveloped· area m.ust operate under the shadow of industry 
already established i11 other areas· of the same country while benefiting from 
a degree of protection provided by so called incentives-which is inevitably 
far less than that which infant industries have always enjoyed in all coun
tries in all times•• P. Saraceno Development Policy· in an Underpopulated 
Are,.. itr B. /Jt, G; Robi~· (ed·.} Backwetd A·teas i7f' A'<fvlltreed Countrie.r 
Macmillan,1969, PP. 238-9. 
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R!JSERVATION OF PRODUCTION' 

3:12. A &ection of industry has been reserved for small-scale a!ld 
yillage ·industry sector, This )las given some protection to small m
dustries. A relevaQt point )).er~ is the difference in the cost of pro
duction between small ;md large units. It is likely that due to eco
nomi~s .of sc<}le, cost per pllit of production may be relatively lower in 
iarge-scale capital-intensive units than in small-scale ones; encourage
ment to small-scale indl!stries under these ¢ircumstances one may argue. 
would imply promoting inefficient units of production. This line of 
reasoning rests on a static view of the situation. The production pro
cesses in village .industries l\Jld some small scale industries are still tra
ditional. With multiplicity of meooures aimed at improving the tech· 
nique of production, uplifting of traditional skills through proper train
ing, marketing and credit facilities. etc. which. are being taken. the 
economic performance of these industries ·can improve substantially. 
Once this ha-ppens, the gap in costs of production between small and 
large units !Jlay b!l eliminated. A note of caution may, however, be 
sounded in this connertion. Village or small-scale industries should 
not be given special encouragement only because they give employment 
specially now as we will have a publjc assistance programme. The 
heart of the problem is tO m11ster the art of locating lines in cases the 
comparative dij!erences in costs ~ap be qpickly bridged, t):te devices 
through w4ich this can l:>e done and their effective implementation. 
Errors in these can prove costly and can make the whole programme 
a drag op. economic growth. 

ANCILLARY P~ODUCTS 

· 3.73. The major role of small scale sector is in ancillary products. 
The development of ancillary industdes is also necessary to reduce 
the cost of production of the main product. The growth of ancillaries 
can be fostered if a machinery can be devised to coordinate the deve
lopment of large-sca-le parent industry and of ancillary industries, right 
from the initial stage."' In order that the full potential of major in
dustries for area growth is real~ecl; it is important that their backward 
and forward linlcages should be studied and pla-ns should be laid down 
in advance as to how the area could be prepared to benefit most from 
these linkaies. This is possible if a Joint committee of small and large 
industry organisations is set up to exa-mine the applications for indus
trial lictmsing from this angle and ipdi~ate possible areas for ancillaries 
connect~P wit)l parent in<!ustry. 

3. 74. Location of ancillaries may have to be done nea-r the parent 
units. In other cases it would be desirable to locate small-scale indus
tries at selected growth centres rather than spread all over the country. 
This step will result in consilierable · 6cpnomics in infrastructure and 
facilitate provision of other 'assistance' services. . Therefore1 incentive 
scbem~s. instead of being general, must as far as possible be specific· 
in re~~rd to location. · . · 

10 The commendable efforts of the Hindustan Machine Tools L'd. in this 
direction are described in Annexure VIII. · 
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REGIONAL DEVELOPMENT CORPORATION 

3.75. It has been accepted tha:t a definite effort has to be made for 
dispersing industries to backward areas. · In the earlier chapter, we 
have discussed the criteria for selection of growth centres in certain 
backward areas, and for the location of the· right nuclei of industries. 
there. The industries so selected need the greatest efforts to develop 
throl,lllh provision of facilities normally lacking in such areas and a 
system of incentives. A rapid and selective expansion of the economic 
and social overheads will have to be planned by the Government keep

. ing this in view. When these centres achieve a degree of viability the 
incentives can be withdrawn. · 

3.76. We feel that the best agency to look•after such areas would 
be the Regional Development Corporation which would also be res
ponsible for selecting homogenous areas for intensive activity, say deve
lopment blocks. · While the selection of such areas shall be mainly on 
economic grounds, socia.l considerations may· also be given some ex
plicit weight e.g. development ·of a viable agriculture and related in
dustrial possibilities may be considered for a dry farming tract. Since 
we contemplate that important incentives should be given ·by the Cen· 
tral Government for the economic development of the area the selec
tion of areas must be approved by an All-India body which should 
ensure uniformity and co-ordination among different states in this mat· 
ter. We suggest that the Industrial Development Bank of India which 
has already taken some -steps in this direction of area surveys and area 
planning may be entrusted with this task. Considerina the differences 
in the financial ·and administrative capacities of differ~lllt · State Gov· 
ernments, the seed money for such Corporations may be provided by 
the Government of ~ndia. The <;Jovernment of India may also pre
pare .a r?st~r of tramed mana-genfl;l and technical personnel to man 
such Jnst1tut10ns and ~li;Y mak.:: _ayailable the required expertise, as and 
when requested. Trammg facihtles may also be provided. The Re
gional Development Corporations@ will play an active role in the pre
paration of area development plans and channel the efforts of State 
level agencies, term lending institutions, and nationalised banks for the 
imp!f;,mentation of the projects it prepares. It will have to decide whe
ther having regard to the nature of the project it will be preferable to 
put it in the public, joint or cooperative sector. If the project has to 
deal with atomistic input producers; there will be a strong case for such 
a preference, in other cases it will try to get private entrepreneurs in
terested in them. The Regional Development. Corporations may 
sponsor such activities thems~lves if othe_r. agencies ar~ not forthc?ming 
and also if necessary engage m the prov1s10n of certam types of mfras
tructure activities e.g. veterinary facilities in the case of a dairying pro
ject, specific trainjng facilities and construction of approach roads, etc. 

@ For details re~udino: what such regioal development Corporation should 
aim at see Annexures IX and X. 
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Jn short, although their role is generally expected to be that of pla-n
ning and promotion, they may play a dire~t entrepreneurial role them
-selves a·nd take, action for removal of specific b9ttlenecks to area deve
Jopment. 

. 3.77: The pattern of development of backward area-s that we visua
lize is such that at the end of a fixed period, say, five to ten years, the 
backward areas· should grow into developed ones, so .that special at
tention to them should be no longer essential. We, therefore recom
mend that there ~hould be a. periodical review of the status of selected 
areas, 

CAPITAL GRANT 

3.78. The major deficiencies in such backward areas will be lack 
<Of l?cal entrepreneursbip and skilled labour.. To attract them from 
-outsJde, sn!fict~nt inducements may be ~e~~ed. yery often in such 
mea> the hkehhood of new economic actiVIties bemg successfully car
Tied out is heavily discounted. A development rebate or exemption of 
P!ofits from tax has therefore, little appeal. · Experience in other count, 
I!es has revealed that a capital grant is more effective in this connec-
1lon, as it has an immediate impact.· Since it is contingent only on 
t~e act of investment it accrues soon and improves the liquidity posi
~ton. We therefore, recommend a capital grant to all new units set up 
m .selec.ted backward areas. For administrative reasons very small 
"Umts .wtll h~ve to be kept out. In addition, the use of tax-free reserves 
mentwned m para 69 should be permitted for. ~nvestment !n these 
a~eas. These together will replace all · the ex1s!tng concessions. In 
VIew of our plea of the entire abolition of all State incentives which 
are subject to the defects mentioned in para 47, we think it will be fair 
to increase the capital grant to 20 per cent. 

]NDUCEMENTS TO MOBILITY OF CRUCIAL PERSONNEL 

3.79. The movement of industry to growth centres wilf call for 
some mobility of labour from nearby areas. Advance plannmg will 
nave to be done for providing adequate civic amenities to such labour, 
and also for meeting costs of movement. .In Sweden, to tackle the pro
blem of pockets of unemployment in an overall situation of virtually 
full employment (2 per cent unempoyment) an elaborate system of such 
:allowances has been successfully operated. In India, due to a large 
number of unemployed, it may not be feasible to extend such induce
ments to all of them in view of limited fiscal resources. But a scheme 
on these lines, restricted to some crucial personnel, may be thought of 
an experiniental basis. 

3.SO. The major changes suggested in technical, fiscal and finan
cial devices may be briefly summarised as follows: 

1. In the present Indian context, fiscal and financial incentives 
should not generally be essential for stimulating production and- invest
ment. A speedier, more consistent and more purposeful administration 
-of controls and regulations may be more helpful in this connection. 
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2. In the public sector. the employment. objective .can be. d~ect!y 
-:achieved. incentives are, therefore, not essential except m public md.us-
-trial and commercial undertakings and that also for only ~ccountm~ 
.and management control purposes. They may be necessary m the pn
·vate sector to supplement and reinforce controls and regulations. 

3. ·In the private sector, the unorganized parts like agriculture and 
village and small industry suffer from such handicaps as need radical 
organizational changes, detailed controls, and a widespread extension of 
public services facilities. Technical devices are more helpful in their 
case. On the other hand, the organized parts are in a position to fully 
benefit from incentives. 

4. The incentives to industry are many, but they have evolved hap
·hazardly. They have been introduced and modified from time to time 
for various conflicting purposes. It is difficult to quantify them or even 
reduce them to a common pattern. There is no detailed re\Lable infor
mation about the working of these incentives. The varying State incen
-tives are likely to work at cross purposes like competitive advertising. 
·The more ~dvanced. States because of their. better financial position and 
administration are likely to do much better in this regard. 

5. The major fiscal incentives given by the Central Government for 
industry in devel?ped areas are the development rebate and · the tax 
·ho!iday; · The Withdrawal of development rebate has been announced 
from May 31,1~7~. In our opinion, this is a correct step. Tax holi
·daybe?efit also m ~~ present fot;n s~oul~ b:' wit!tdrawn. as it is linked 
to capttal. All-India t~rm lendmg Institutions charge concenssional 
in~erest rate for all ~hetr loans .. TJ;e ?Ontin.uance of this practice, in 
sptte of utmost scrutmy by .the mstttutto~s. 1s likely to promote gene
rally the greater use of capttal at;~d capttal-intensive tecb!niques and 
-shoJ!ld be generally done away wtt!t. 

6. A subsidy to organized in~ustry based on the number of p~rsons 
employed appears as the best devtce to. encourage labour intensive tech
niques amd thus. empl?yment but owmg to many administrative and 
financial difficulttes, 1t IS not recommended. 

1. To stim~late investmen~ and .Production in new risky capital 
intensive indus.~nes o~. great ?tatw~al tmportance where reasonable pr<>-
1it is unlikely nnn;tedtately, m~enttves may be used. These may take 
the form of a modtfied tax. h<;>ltday, complete tax exemption: for a period 
say three years and permtsston to use tax-free investment reserves. 
Companies should be allowed to deposit with t!te Government 30 per
·~nt of their pretax profits and these should not be liable to company 
taxation. 

8. Small industry is given the special incentives of price prefer
ence in Govermnent purchases, concessional interest rate, lower duties, 

<etc.. The major benefits the units get are, however, from reservation 
'Of the tnarket and the Central and State facilities extended to them. In 
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vie~ of their important role in the economy, they are entitled to favour
ed treatment A concessional interest on loans to them should, how
ever, be ruled out. Though it may help them against the large-scale· 
units, it may lead to their adoption o£ more capital-intensive techniques. 
In protecting them great care should be exercised in selection, in nurs
ing them through the period of protection, and ensuring that the protec
tion comes to an end soon. A more promising approach to helping 
the small-scale industry may be through planning of ancillary indus
tries round large-scale units based on a careful study of forward and 
backward linkages. A Joint Cotnmittee of small and large industry 
organisations should be set up tO indicate the possible areas for ancil-· 
lary .industries connected with parent industry. · · · 

. 9: It may be possible to some extent to shift demand from capital-· 
mtens!Ve commodities to labour-intensive cominodities especially in case 
of capitalrintensives luxury items. The contemplated programmes in 
the Approach Paper through their changed emphasis on the poverty' 
problem should ensure this automatically but it may be possible to 
make a further dent on the problem by shifting consumption in favouJ." 
of labour-intensive commodities. 

10. Area planning is likely to prove the most important approach· 
to the problem of employment and development. Industries whose esta-· 
blishment can lead to the development o! an. area sho~d be given .the· 
needed encouragement to counter their s1tuat10nal hand1caps. In v1ew 
of the various grov:th prerequisites, both the area and the industry need: 
very careful selection. 

I I. Substantial incentives have already been giveri to some back
ward areas through Central capital grants, refund of sales tax. conces
sional interest rate, etc. But their effects are largely lost through lack of' 
co-ordination and their widely scattered nature. They should be made· 
more purposeful, uniform, and concentrated to limited areas with iden
tified growth potential and combined with technical and other facilities. 
For the· purpose of locating such areas, identifying nuclei industries,. 
and doing promotional work the establishment of one or more Regional 
Development Corporations in each State is recomm.,ndc<l .. The lbcut 
incentives to new undertakinll• in hn<>kwnrd nrc11s should be Ill the flltit1 
of " :20% _capital grunt and permission to Use investment-free reserves .. 
All other ll1Ccl1tlvcs may be done away with. 

ACKNOWLEDGEMENT 

We would like to place on record the able and ungrudging assis-
tance that we received from Dr. V. Agnihotri who acted as the Secre-
tary to this Working Group and of his capable team of w<;>rkR. S~ 
cial mention must be made of Shri P. K. Srinivas~n, ~emor esea_rc ,: 
Officer, who during the enforced leave of Dr. Agmhotn for some time: 



55 

also discharged his duties in: addition. Shri K. R. Gupta, Senior Investi
gator provided able assistance in the analysis and interpretation of data. 
Shri L. D. Vasishta, Miss Pramod Chhibber, Junior Investigators and 
Miss Vijay Lakshmi carefully met all the exacting demands of the Group 
for data and research material. The Group often met on holidays and 
after office hours. We are thankful to Shri D. V. Seth and Shri P. K. 
Bhatia who provided stenographic assistance to the Group throughout 
this period. We owe a great deal to their patience and hard work for 

· being able to finish the report and submit it within good time. 

Sd/-

T. S. SANKARAN 
Member 

Sd/-

Sd/. 

D. T. LAKDAWALA 

<chai,.flian> , 

Sd/-

P. D. OJHA 

Member 

Sd/-
M. Y ADA VA REDDY* 

Member 
D. H. PAl PANANDlKAR 

Member 

Sd/-

G. S. BHALLA 

Member 

Sd/-
y. J<, t\.Lt\<l~l 

Member' 

Sd{ 

V. AGNIHOTRI 

(Secretary) 

*Sul:>ject to tninute of dis&ent (pp. 87-101). 

Sd/-

M. K. RAKSHlT 

Member 

Sd/-

M. N. GOSW AMI 

Membt'r 



:':56 

. M" te of Dissent on Strategies of Development P~by U(.· Yadava 
mu · Reddy 

In this note I wish to state more cl~arly the alternative s~tegy 
known as the Heavy-Investment Strategy smce I do not agree With the 
ciiticism levelled against this strategy in ~e main report. o~ .~e Work
ina Group. I would like to present my Views on these cntiCisms and 
in~identally would like to show. how this mo?el is, as re~ards employ
ment creation, different from the Mahalanobis m<Xlel which forms the 
basis of our plans since the Second Five-Year Plan. 

2. The long-term objective of Planning for economic development 
is taken in this strategy as the complete technoloii,cal transformation 
<lf the economy from the presently used inferior and primitive techniques 
to the optimum techniques from -among the most advanced technology 
which is capable of yielding the highest possible standard of living at 
full employment to the population which exists when this objective is 
achieved. Thus this would involve spreading the industrial revolution 
in the country as a whole. It can be seen from the above description 
-of the objective that the standard of living achieved at the target date 
is at least 8 to 10 times higher than the present subsistence level and 
this also involves a longer perspective of 50 to 60 years. A constraint 
is placed in this model that the growth on the path to the obiective 
5hould be non-inflationary. It is an e~ential element of the model, of 
which this strategy· forms a part that mvestment allocation in any five 
year period should be governed by the guidelines which the long-term 
strategy sets forth.. The short-run adjustments. are thus governed by 
the long-run not vzce-versa. 

3. For accomplishing .th~ abov~ industrial revolution the whole 
-complex of he~vy and baste m~ustnes .at a high level in terms of per 
-capita production has to be built. Thts can be achieved by adopting 
the Heavy Investment strategy which is considered to be the optimum 
strategy for a coD?try like India with quit~ a large degree of non-em
ployment. Thus if the whole process. of t?dustrial revolution has to 
be completed, the Heavy Strategy which gtves the highest priority to 
heavy industry has to form. the basis of .our plans. In this model prio
rity to Heavy Investment ts measured m terms of the proportion of 
H-Sector's ou~put that is used for its rc:production !i.e. the rate of plough
back of physical output) rather than m terms of the proportion f t t 

1 'investment that is allocated to the H-sector. The· rate of gr~t~ a f 
H-sector would be fastest when the whole of its output is USed f ~ 
!eprodll:cti.o~ i.e. when the rate o~ plough-?~c_k is 100 per cent. 0Thl~ 
·Is the lnmturg case of the theoretical possibiltty under Heavy Strate 
·where consumer goods are suppose? to be produced entirely throu gb 
non-H-Using or H-con~erving techntques. But. in any real situati~n 
s~me H-outp~tedper unbeit ohf C-g<J?<Is prtoduedce~ tshrequired, howsoever 
httle mechal_lts . may t e eqlllp;nen us ~11' t ~se techniques. Hence 
in the apphcatton of the model to a real sttuation, the condition of 
Heavy Strategy is tha-t the rate of plough-back should be kept as high 
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as possible but in percentage terms not less than the leakage to the· 
equipment for comumption goods. Growth in: this model is subject 
to the constraint that the rate of growth of consumption goods through 
the most improved techniques is equal to the rate of growth of Heavy 
Investment Sector so that growth is non-inflationary. This strategy has. 
been termed as the 'Heaviesque Strategy'. 

4. The adoption of this strategy involves three essential condi-
tions:- . 

(i) ~The rate of growth of H-sector should be kept at the highest 
possible level by ensuring a high rate of plough-back of phy
sical products of this sector for its reproduction. This means, 
that the diversion of H-sector's output to the production of 
essential consumption goods is kept at the minimuni level 
subject to the constraint that the required amount of essen~ 
tial C-goods are produced to maintain the non-inflationarv 
growth. Thus in the initial phase of development, the H -seC. 
tor while generating demand for consumption necessaries 
through income· and employment generation will contribute 
only a little of its output for the production: of consumption 
nece~saries and the manufacture of their equipment. This is 
made possible by the adoption of less mechanised H-substitut
ing techniques for the production of consumption necessaries 
.which contain: very little of H-content when compared w the 
more mechanised .techniques. 

1w Following from the above, the second condition is that there 
exist in the economy the above-men~oned H-substituting tech~ 

_ niques for production of consumption necessaries and huge 
amount of investments should be undertaken il) sectors which 
use such techniques. This also means that investments in sec
tors which produce consumption necessaries through highly 
mechanised techniques are avoided since these tech
niques divert a high proportion of H-sector's output from itS 
own reproduction. Investments in the former sector are kept 
at such a level that they are able to produce all the consump
tion necessaries which are demanded by the persons employed 
in these sectors as well as those employed in the H-sector. Thus 
the choice of techniques in the consumption necessaries sec
tors should be made on the basis of the mqximisation of sur
plus per unit of scarce capital i.e. one derived from the H-. 
seotor's output, and .not on the basis of surplus p~r writ of 
capital in general or rate of T?rofit on to~al caprtal. The 
techniques chos_en in consumption necessanes sectors should 
be such that at the subsistence ~age they ge~erate a higher 
rate of surpl11s of C-goods per ~mt of H~ector s o_utput, when· 
compared· to the more mechams_ed techniques which g~ne~ate 
a. lower rate of surplus pe~ u!llt o~ H. The H-~u~stitu~mg, 
less-mechanised techniques mctdentJ.ally are _also qu_tcJi: ytel~
ing in nature and generate more emp~o~ent _Per _Ulllt of. capt-. 
tal invested. Thus, in order to avOid inflation, a particular.. 
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as possible but in percentage terms not less than the leakage to the· 
equipment for comumption goods. Growth in: this model is subject 
to the constraint that the rate of growth of consumption goods through 
the most improved techniques is equal to the rate of growth of Heavy 
Investment Sector so that growth is non-inflationary. This strategy has. 
been termed as the 'Heaviesque Strategy'. 

4. The adoption of this strategy involves three essential condi-
tions:- . 

(i) ~The rate of growth of H-sector should be kept at the highest 
possible level by ensuring a high rate of plough-back of phy
sical products of this sector for its reproduction. This means, 
that the diversion of H-sector's output to the production of 
essential consumption goods is kept at the minimuni level 
subject to the constraint that the required amount of essen~ 
tial C-goods are produced to maintain the non-inflationarv 
growth. Thus in the initial phase of development, the H -seC. 
tor while generating demand for consumption necessaries 
through income· and employment generation will contribute 
only a little of its output for the production: of consumption 
nece~saries and the manufacture of their equipment. This is 
made possible by the adoption of less mechanised H-substitut
ing techniques for the production of consumption necessaries 
.which contain: very little of H-content when compared w the 
more mechanised .techniques. 

1w Following from the above, the second condition is that there 
exist in the economy the above-men~oned H-substituting tech~ 

_ niques for production of consumption necessaries and huge 
amount of investments should be undertaken il) sectors which 
use such techniques. This also means that investments in sec
tors which produce consumption necessaries through highly 
mechanised techniques are avoided since these tech
niques divert a high proportion of H-sector's output from itS 
own reproduction. Investments in the former sector are kept 
at such a level that they are able to produce all the consump
tion necessaries which are demanded by the persons employed 
in these sectors as well as those employed in the H-sector. Thus 
the choice of techniques in the consumption necessaries sec
tors should be made on the basis of the mqximisation of sur
plus per unit of scarce capital i.e. one derived from the H-. 
seotor's output, and .not on the basis of surplus p~r writ of 
capital in general or rate of T?rofit on to~al caprtal. The 
techniques chos_en in consumption necessanes sectors should 
be such that at the subsistence ~age they ge~erate a higher 
rate of surpl11s of C-goods per ~mt of H~ector s o_utput, when· 
compared· to the more mechams_ed techniques which g~ne~ate 
a. lower rate of surplus pe~ u!llt o~ H. The H-~u~stitu~mg, 
less-mechanised techniques mctdentJ.ally are _also qu_tcJi: ytel~
ing in nature and generate more emp~o~ent _Per _Ulllt of. capt-. 
tal invested. Thus, in order to avOid inflation, a particular.. 
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as possible but in percentage terms not less than the leakage to the· 
equipment for comumption goods. Growth in: this model is subject 
to the constraint that the rate of growth of consumption goods through 
the most improved techniques is equal to the rate of growth of Heavy 
Investment Sector so that growth is non-inflationary. This strategy has. 
been termed as the 'Heaviesque Strategy'. 

4. The adoption of this strategy involves three essential condi-
tions:- . 

(i) ~The rate of growth of H-sector should be kept at the highest 
possible level by ensuring a high rate of plough-back of phy
sical products of this sector for its reproduction. This means, 
that the diversion of H-sector's output to the production of 
essential consumption goods is kept at the minimuni level 
subject to the constraint that the required amount of essen~ 
tial C-goods are produced to maintain the non-inflationarv 
growth. Thus in the initial phase of development, the H -seC. 
tor while generating demand for consumption necessaries 
through income· and employment generation will contribute 
only a little of its output for the production: of consumption 
nece~saries and the manufacture of their equipment. This is 
made possible by the adoption of less mechanised H-substitut
ing techniques for the production of consumption necessaries 
.which contain: very little of H-content when compared w the 
more mechanised .techniques. 

1w Following from the above, the second condition is that there 
exist in the economy the above-men~oned H-substituting tech~ 

_ niques for production of consumption necessaries and huge 
amount of investments should be undertaken il) sectors which 
use such techniques. This also means that investments in sec
tors which produce consumption necessaries through highly 
mechanised techniques are avoided since these tech
niques divert a high proportion of H-sector's output from itS 
own reproduction. Investments in the former sector are kept 
at such a level that they are able to produce all the consump
tion necessaries which are demanded by the persons employed 
in these sectors as well as those employed in the H-sector. Thus 
the choice of techniques in the consumption necessaries sec
tors should be made on the basis of the mqximisation of sur
plus per unit of scarce capital i.e. one derived from the H-. 
seotor's output, and .not on the basis of surplus p~r writ of 
capital in general or rate of T?rofit on to~al caprtal. The 
techniques chos_en in consumption necessanes sectors should 
be such that at the subsistence ~age they ge~erate a higher 
rate of surpl11s of C-goods per ~mt of H~ector s o_utput, when· 
compared· to the more mechams_ed techniques which g~ne~ate 
a. lower rate of surplus pe~ u!llt o~ H. The H-~u~stitu~mg, 
less-mechanised techniques mctdentJ.ally are _also qu_tcJi: ytel~
ing in nature and generate more emp~o~ent _Per _Ulllt of. capt-. 
tal invested. Thus, in order to avOid inflation, a particular.. 
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8. The policy of priority for Heavy Industry has been proclaimed' 
by the Indian Parliament, by the Government of India and by the, 
Indian Five Year Plans Since the beginning of the 2nd Five Year Plan. 
But it is customary now to judge this priority as is done in Professor· 
Mahalanobis' two-sector model of growth only on the basis of larger pro
portion of total investment that is allocated to capital goods sector <K
sector). In this model allocation of 30% of total investment to capital 
goods sector is supposed to represent high priority to Heavy Industry. 
But since his model did not further distinguish within the K-sector those 

. capital goods that can reproduce themselves (i.e. Heavy Investment 
Sector) and those that produce only consumption goods through mecha- · 
nised techniques (i.e. Mechanised consumer equipment sector) priority 
to K-sector does not necessarily mean priority to H-sector. Again, the 
two-sector formulation of the model would show that there is neces-
sarily a conllict between consumption and Heavy Investments whereas· 
in the Heavy Investment strategy model there need not be any such 
conflict since consumption necessaries in this model are to be produced. 
by less mechanised but superior H-substituting techniques. 

· 9. The working group in its report feels that due to only implernen
tationa! defects the objectives of creation of a core inter-related indus-· 
tries with a high rate of surplus generated and ploughed back within 
the sector itself have not been achieved. It is ·not merely the implemen
tation defects but the model's failure to distinguish between Heavy 
Industry. (capital goods that reproduce themselves) and the Mechanised 
consumer equipment that has led to the neglect of the former. 

10. Priority to Heavy Investment sector can clearly be judged only 
on the basis of a high rate of pto .. o:hb•~l< t>f H-output within that sec
tr>r. Tho rnte of ploughback of H-output in India has been only 
amund 18-22 percent since 1956 to the present. The result has been. 
a lower rate of growth of H-scctor's output of only 8-10 percent per· 
aru;um where as it could grow at a technically possible maximum rate 
of about 50% per annum. 

11. This has happened also because (even though 0e nation and 
the Parliament has proclaimed that priority should be gtven to Heavy 
Industry sector and although the plan docurnen_ts ma~e. ·pronounce
ments on this) our plan programmes and the poltcy dects10ns for their 
implementation suggest that luxury consumptiOn goods strategy is be
ing followed by our economy. We have started producing a host of 
luxury and semi-luxury goods like cars, refrigerators, room-air-condi
tioners fine and superfine cotton and silk-textiles, nylons, terylenes and 
the s~thetic textiles, palatial office, residence, hotel and cinema con
struction a host of luxury plastic goods, cosmetics and a whole lot of 
processed luxury foods, beverages and alcoholic drinks. These are goods
which are consumed only by the richest 10 to 20 per cent of the popula
tion and the production of which als~ diverts a large proportion of H· 
sector's output ftom its own reproductton and reduces Its rate of gowth' 
by reducing its rate of plo_ughback. 
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12. Even in the production of consumer necessaries . like food
f,;rains, textiles and essential housing, considerable amount ·of H-sector's 
output is being used by encouraging the use of highly mechanised 
techniques like tractors, combine harvestors, semi-automatic atld auto
matic looms, cement and steel. The use of these techniques apart from 
reducing the rate of growth of H-sector by reducing its rate of plough• 
back, aggravates the problem of unemployment by using less labour per 
unit of investment. 

13. The implementation of such a strategy has resulted in large~ 
scale diversion of H-sector's output for the production of luxuries and 
semi-luxuries as well as consumer ne~essaries through mechanised te;;h
rJques resulting in 18-22 per cent ploughback ratio of H-sector and 
about 80~0 diversion to mechanised consumer equipment sector and 
ha> also reduced the rate of growth of H-sector to only 8 to 10 ?er cent 
and that of the economy to only 3 to 3.5% per annum. 

l4. Thus the strategy followed and implemented by the Plans has 
neither achieved the long-term growth objective by building heavy in
dustry base to take care of fut.u~e growth, nor the short-term interest of 
social justice. 'i!l the form of ra1s1_ng the ~t~ndard of Jiving of the poorest 
population hvm_g below the na.tiOnal mm1mum by providing them em" 
ployrnent with II!1~roved .techmques. Growth of employment has also 
been severely restricted sm~e the lower rat<? of growth of the economy 
acb.ieved so far has been w~th the use ~f h1ghly mechanised techniques 
both in luxuries as well.as. m consumption _necess~ries. As long as the 
same Luxury-C~nsumptlon goo~s strate~ IS contmued to be followed. 
h me situatton as has prevailed dunng the last 15 to 20 years will 

bee ;;rpetuated with the result that the. poorest .40% of the rural popu· 

1 ( n and 50% of the urban population contmue to Jive below the 
;a:fonal minimum consumption. 

Strategy of Employment : 

15 The employment strategy should be linked with and form part 
f h ~ptimum strategy of ?evelopment and should not be an isolated 

0 t e The emPloyment creation pia~ and programmes, if not integrated 
o~eh the over-all plan; ba~ed on optimum ~trategy of development, will 
w~~ accelerate inflatl?n m the ~conomy if they are undertaken on ::t 
0 Y Je and will ne1ther contnbute to future growth nor for r.rowth 
ya~h:;·esent. Or they will not have any impact on reducing une~ploy
m . the couhtry if they are undertaken on a modest scale on con· 
I~_~ent tlon of providing employment to the most vocal sections of un
s•dera d The magnitude of the outlay envisaged in the Approach 
pmplo~~ Fifth Plan on the employment creation programmes and pro-

aper es for the provision of basic minimum needs, will surely have 
grai?W tionary impact on the economy unless they are integrated with 
~In m agrammes of production of consumer necessaries and the develop
rn~nr_ro rogrammes for the h~avy industry. T~eir feasibil!ty itself is 
doubtful unless they form an 1ntegral part of a plan wh~h •s based on 
the Heavy Investment Strategy of Development. 

s- 1 Expert Comf73 
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16. The implications of the above discussion of the optimum 
strategy of development and employment are that for solving the pro~ 
hlem of unemployment, non-employment and under-employment pre
valent on a large scale both in urban and rural areas in our economy 
the Luxury Consumption-goods strategy which is followed in our pians 
has to be replaced by the Heavy Investment strategy. Our Five Year 
Plans starting with the Fifth Plan have to be recast and the investment 
priorities both in terms of choice of goods and the choice of techniques 
for the production of these goods determined as per the requirement.i 
of the Heavy-Investment strategy. 

_17. T~is woul_d ~nvolve firstly that heav¥ investment sector should 
~e g1ven higher prfOnty than at present. This should be done not only 
m terms of allocating more investment to these sectors but in terms 
o_f raising its ploughback ratio. The proportion of the H-sector's phy
sical output for its own reproduction (Rate of ploughback) which is at 
prese~t only 18 to 22 per cent should be raised to 40 per cent during 
the Fifth Plan, to 55 per cent by the end of Sixth Plan and to 70 per 
cent by the end of Seventh Plan i.e. by 1989. This is expected to raise 
the rate of growth of H-sector from the present rate of 8 to 9 per cent 
to about 14 to 15 per cent per annum. 

18. This is quite feasible, but only if (1),_ the diversion of ~-sect;:,r's 
output to the mechanised means of production. of cons1;1mption l!ioods 
an? manufacture of their equipment is subst~ntially avOided. This .re
qurres tu~ing to H-conserving forms of eqmpment for the produc~on 
of essential consumption goods and (2) the luxury ~o~s pr?duct10n 
has to be discourage strongly. The existing capa~1ty m thrs field 
5hould be used for the purpose of export and the foreign exchange t~us 
earned can be used for importing equipment and scarce ra:w maten;;tls 
for H-sector. Even subsidisation of export of these go~ds IS benefic!al 
to the extent that it earns foreign exchange for the natiOn whereas. m
ternal sales for ~omestic purposes are of zer_o value for the r.at10n. 
Whenev~r expo'"!mg_ of these goods is not easible, they ~ho~l_d be used 
for p~bhc and mstitutional consumption and not for mdlvidual con
lmmpho_n. Not or.ly this, a policy decision has to be taken that the 
productiOn of consumption necessaries should be undertaken through 
less TI_Iechani~ed H-conserving techniques, while the use. of me~hanised 
techmques hke heavy tractors combined harvestors Ill' agriculture, 
semi-automatic and automatic 'looms in textile and cement and steel 
in low-cost housing schemes should be avoided or minimised as much 
as possible. 

19. Secondly, the achievement of this high rate of growth of H
sector and the corresponding higher allocations of investmen! to th~t 
sector would be possible in a non-inflationary manner only if suffic•· 
ently larger allocations than at present are made to the productior,• of 
consumer necessaries through less mechanised and H-conserving tech
niques. Only"when these allocations are increased to bring the ratio 
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between these and the allocations to H-sector to the equilibrium or 
balanced allocation ratio as defined earlier, inflation can be avoided 
and growth can be non-inflationary. This ratio of investment of C 
roods and other in the current plans happens to be around 1 : 4 to 1 : 5. 
This ratio may have to be raised to about 2:4 if inflation has to be 
avoided in implementing the Heavy Investment' Strategy. This would 
mean that allocations to agricultural sector for spreading improved 
practices, in medium and minor irrigation along with major irrigation 
has to be increa.sed substantially. Investment in handlooms, power 
looms and in the production of khadi has to be stepped up along with 
investment in low-cost essential housing programmes with locally avail
able materials. This would also involve increased outlays on rural 
work programmes in the form of road building in rural areas, soil con
servation and testing programmes, improved seed multiplication pro
grammes, dairy and animal husbandry, building of net work of market
ing centres and in the programmes of rural electrification. These may 
also include other programmes for providing basic minimum needs of 
both rural and urban poor. This will also necessitate a change in the 
present educational policy involving vocationalisation of middle and 
high-school education which would provide the necessary semi-skilled 
manpower for the above programmes. As can be mean all the above 
programmes are very much labour intensive and will increase employ
ment opportunities on a large scale_ for rural and urban underemployed 
:and non-employed and for the skilled and semi-skilled manpower to 
be produced by the changed educational system. 

20. The main criticism against this Heavy Investment Strategy as 
given in the report seems to be that the model has not established the 
empirical viability of the adequate surplus generating capacity of the 
H-conserving C-sector. and t~us. it .assu.mes away the wage-fund con
straint to the Heavy m~ustriahsauon mvestment package. This criti· 
cism needs to be dealt with at some length. The model does not assume 
away the wage fund constraint. On the contrary it is only this model 
which explicity introduces ';he consumption goods into technology 
matrix irr the form ~f wage mputs to 0!! labourers engaged in the dif
ferent sectors and stipulates as a condition for non-inflationary growth 
that necessary amount of investment is made in the consumptiorr goods 
sector so that it produces the required amount of wage good!!_ to balance 
the supply with the demand gen~rated. In the solutio_n to the model 
when allocation of resources or mvestments are made m the balanced 
ratio, the C-good sector using improved ~echniques and the Heavy 
industry sector grow at the same rate, there IS balance between demand 
for and supply of consumer or wage goods not only at a point of time 
but also from period to period. The empirical viability of adequate 
surplus generating capacity of H-conserving C-sector has been to a large 
extent demonstrated by the improved seed revolution in agriculture 
and the possibility of its extension to ~ll ~~ricultural holdings can gene
rate enough surplus of food. The vmbihty of handloom has been· 
proved in the past with some improvements in spinning, Khadi can also 
establish its viability. Similarly such techniques have to be identified 
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in other sectors as also the necessary innovations to be made in them. 
once this strategy is adopted in principle or the identification: and the 
adoption can proceed simultaneously. This would also mean that pro
vision has to be made for research in our scientific and technological 
laboratories to invent and to improve such techniques. 

21. This model is criticised in the report on the ground that differ
ential incentives to labourers engaged in H-sector compared with C
sector arc not provided within the model and the introduction of wage 
differentials. would reduce the rate of surplus. Unless one works out 
the rate of surplus after introducing the differential wage one cannot 
definitely say whether the rate of surplus ipso facto would be reduced. 
1 n any case, in any model where the wage level of some peopl~ is 
higher than subsistence the surplus would be below the level where all 
wages are at subsistence. In this general proposition there is nothing 
whereby the Heavy-investment Strategy is to be singled out for con
demnation. 

22. The composition of output within the H-sector for the plan-. 
ning horizon of 50-60 years is specified on the ba.sis of the present tech
nological knowledge and the technological inter-sectoral consistency. 
As and when the technological horizon changes the strategy has to be 
reworked on the basis of the changed technological knowledge and 
that would give the new composition of H-sector's output. The same 
applies to the terminal conditions or composition of economy's output 
at the target date. 

23. It is silid that 'it may be neither necessary not desirable to 
perpetuate the technological dualistic nature of the economy into a 
fairly long term horizon'. It may be noticed that it is rather in the 
alternative which is the immediate introduction of the highly mecha· 
nised techniques in the consumption goods sector and ,the consumer 
luxuries (as has been the past 20 years experience) that we have suc
ceeded in perpetuating the dualism where small advanced islands con• 
sisting of metropolitan cities and the large towns are surrounded by a 
poor masses of peasants and agricultural labourers in villages and non· 
employed or under-employed workers, petty traders, hawkers and slum 
dwallers in small and large towns and big cities for an indefinite period. 
The more integrated approach to development process as recommended 
by the Working Group would be successful only if the H-conserving 
techniques are employed in the integrated development sectors, oth~r
wise this mechanised integrated development would again result tn 
another type of dualism with tiny growth centres surrounded by poor 
masses of peasants, agricultural labourers and handicrafts men. 

24. It is said that the model does not definitionally permit the C
sertor to produce intermediate inputs ·for H-sector. This also is not 
true. If C-sector produces intermediate goods for the H-sector these 
inputs can be depicted in the input-outout matric as inout flows to the 
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H-sector and that part of the C-sector can be depicted as a section of 
the H-sector. The question of non-decomposability of the technology 
rna trix does not arise. 

25. The criticism against the model that it is a closed economy 
model can be easily countered by opening the model with the introduc
tion of import and export sectors. But there again import sectors 
should mainly supply equipment and other scarce inputs into the H· 
sector which are not capable of being produced inside the countl"'J and 
other bo,ttle-neck inputs into wage goods sector. It is not permitted 
i11 the model to import equipment and other inputs into luxury consump
tior. goods sectors and highly mechanised equipment for the wage goods 
sectors. The model serves as an essential basis for a policy of self 
reliance and .it is felt by us that without its implementation in earnest 
neither the policy of self-reliance not adequate employment generation 
will suc<:eed. 

Observations of The Working Group on Dr. Yadava Reddy's Note 
of Dissent 

The Working Group has considered Dr. Yadava. Reddy's note of 
dissent and wishes to make the following comments : 

(1) Dr. Yadava Reddy has emphasised that the model advo
cated. by Dr. Mathur and himself is fundamentally different 
from the Mahalanobis model. He feels that the Mahalanobis 
model fails to distinguish between capital goods that repro
duce themselves (H sector) and those that produce only 
consumption goods through mechanised techniques. There· 
fore, Mahalanobis' priority of larger investment to capital! 
goods sector permits a substantial leakage of machinery to 
consumption ·goods sector thus lowering the rate of growth 
of l:l sector. The Group is not convinced of this distinction. 
Capital goods in the Mahalanobis model are produced in 
Sector K. The output of this sector is allocated to sector K 
and to the remaining sector(s). The allocation of such capi· 
tal goods to sector K (i.e. '- K)_ is, therefore, clearly the cor
responding concept to the rate of plough-back of the H sec
tor's output in the Mathur model. The solution of the model 
clearly makes " K the crucial allocation ratio. As Bhagwati 
and Chakravarti have pointed out, "It is also clear that the 
asymptotic rate of growth of the system is given by :l. B K 
where >. K is the crucial allocation ratio which indicates the 
proportion of capital goods output which is devoted to 
further production of capital goods".' Further more the 
Working Group feel that both the Mahalanobis p.nd the 
Mathur models while rightly stressing the need for priority 

---,---
1 '1. Bhagawati and S. Chakravarty, Contributions to Indian Econ(}m/c 

Analysis- A Survey, Bombay, Lalvani, 1971, · p. 9. 
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to capital goods sector, fail to take into consideration the 
various interdependencies and leakages in the economic 
system. 

(2) Dr. Reddy has introduced a certain amount of leakage in 
· the pure heavy industrial model for the developmen.t of con
sumption goods sector; the proportion. of leakages introduced 
is not clear. It varies from a minimum of 20 per cent to a 
maximum of 50 per cent. No empirical work seems to 
underly these figures. The basic point to be noted is that 
machinery from the heavy sector is an essential pre·requisite 
for increasing productivity in the consumer goods sector. 
Dr. Reddy's model requires that the rate of growth of surplus 
in essential consumer goods must be equal to the rate of 
growth of employment (output) in the H sector. He would 
very much like this inereased output of consumer goods to 
accrue without any use of H sector inputs. This is basically 
an empirical question. Whatsoever evidence exists, suggests 
that it is not at all possible to achieve a substantial rate of 
growth of consumption goods withput considerable use of 
H sector inputs. The recent growth of agricultural output 
brought about by the green revolution has been described by 
Dr. Reddy as an example of the H Conserving technological 
revolution. In fact the modem technology in agriculture 
heavily depends on crucial inputs like major irrigation, tube
wells, pumpsets, fertilizers, pesticides and electricity. Much 
as one would like to think of increasing consumer goods out
put per head without using more capital, this is generally not 
possible. . 

(3) Dr. Reddy has conceded the point that to the extent workers 
in H sector are paid higher wages, the rate of growth of H 
sector would be reduced. Whether this is a criticism against 
one model or against all the models is not very relevant. 
This does not introduce a big leakage in Dr. Reddy's formu
lation. 

Dr. Reddy points out that the wage fund constraint is pro
vided for in the form of a condition in his model. All models 
hold, subject to certain conditions. As such, "conditions" 
of a model are the "assumptions" of the model. Further 
one cannot assume away essential problems by making the~ 
"conditions". Dr. Reddy will have to demonstrate that it is 
possible to increase the output of wage goods at the 'balanced' 
rate without using substantial H sector inputs. In an eco
nomy, where productivity per head in the wage good sector 
is very low, it would be miraculous indeed to get a rate of 
growth. of 14 to 15 per cent without using techniques that 
employ more capital per head. In this context, it is certainly 
wrong to say that the viability of the handloom has t' been 
proved in the past and that some improvements in spinning 

)': 435 Oh z) .9~S 7 '1?.937· N7t 
I t::, e. 9: '7 I') ~.. L '3 
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of Khadi can also establish its viability. Whatsoever; statis
tics exist, point out that Khadi continues to be ·3 highly sub
sidised sector and instead of producing any SW"plus it is in 
fact depending on heavy grants for its existence. In agricul
ture, as suggested earlier, the green revolution has been made 
possible because of the use of capital intensive inputs like 
tube wells, fertilizers and electricity. 

(5) Dr. Reddy has objected to the Working Groups observation 
that his model does not definitionally permit C sector to 
produce intermediate inputs for H -sector. Dr. Reddy has 
given a very interesting suggestion to solve this problem. 
According to him "if C sector produces intermediate goods 
for the H sector these inputs can be depicted in the input
output matrix, as input flows to the H sector and that part 
of the C sector can be depicted as a section of the H sector". 
But an input-output co-efficient table which has two or more 
identical column vectors, has hardly any significance. 

(6) Dr. Reddy has characterised Indian Planning as following a 
luxury consumption strategy. Whereas it is true that over 
the last 20 years luxury consumption has increased because 
of the increased demand of the new rich in the country, it is 
not correct to say that the entire emphasis in Indian Planning 
has been del'iberately on luxury consumption goods. Nowhere 
in the plan documents or approach papers, is an explicit need 
for priority to luxury consumption indicated. As a matter 
of fact the opposite is true. It would be certainly very 
desirable to control luxury consumption. Nevertheless this 

W,s a problem basically of income distribution and the Work
ing Group cannot go into its details within its present terms 
of reference. 

(7) Dr. Reddy has suggested that corresponding to technical 
changes revising the long term objective of the economy in 
his model, the model itself may be reworked. Reworking of 

...- the model on the basis of technological change would create 
many problems. Since capital is not malleable in such 
models, the revised technological specifications would create 
the problem of obsolesence of machinery decided and in
st~led in the earlier plans. This is essential point of the 
argument made that a very long term planning horizon can 
create many difficulties. 

(8) The Working Group has attempted an integrated strategy of 
development, given the scarce resources in the economy. Dr. 
Reddy's model implies the perpetuation of technological 
dual!sm between the H sector and the C sector. The model 
specifically excludes all considerations of the externalities 
and scale effect. Further there is no discussion of the im
portance of the provision of wage goOds and social consump
tion and its relationship with labour productivity. 
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Dr. Reddy· presumes constant wage rates for a period of 50-60 
years, and a big spurt of 8-10 times afterwards through a sudden trans
formation of the consumption goods sector through capital· intensive 
techniques. lt is very difficult to justify that. for a long period of time, 
the fruits of new technology should be demed to raising productivity 
and standards of living. 
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ANNEXURE-II 

Administration of Incentives in Assam-A Case Study. 

The Working Group on Financial' and Fiscal Measures wanted the secre
tariat to undertake a study of the role and effectiveness of the various incen
tive measures-fiscal, financial and others-as well as other facilities offered by 
the State Government ~nd Central Government for promoting and helping the 
industrial development In the State of Assam. A team of three officials from 
the Committee visited the State during 18th to 29th June 1972. The team 
visited Shillong. Gauhati, Dibrugarh and Tinsukhia. Shillong being the capital 
of the State, the team had a general and preliminary discussion with the offi
cials of the Industries Department. Gauhati, Dibrugarh and Tinsukbia are 
the princiPal industrial centres of the State where the team visited certain 
selected industrial units. At Tinsukbia the team also had a discussion with 
the representatives of tb~ All-India Manufacturers' Organisation. In all these 
discussions the team wa.• accompanied l)y the officials of the Industries ·.De· 
partment. 

In order to evaluate the efficacy of the various measures it was considered 
necessary to collect data on capital employed, sources of funds, incentives~ 
;product-mix, labour fqrce employed, quantum of :wages paid, etc.i over a 
period of time so. that 1t waul~. ~e easy ·to assess the reactions of the units to 
the various incentives and faciltUes offered by the Government from time to 
time. For this purpose a questionnaire -was pr~pared and circulated to. the 
i~dustrial units. visitC?d by the team. A ~opy of_ the q~estim;maire is at Apperi
du< I. The dtscusstons the team bad With the mdu~tnal umts at Gauhati gave 
some insight into the attitude and thinking of the industrial units. On the 
basis of these and other material, the team had with it, another set of ques
tionnaire was prepared for the use of the State Government and is at 
Appendix II. 

As for the factual information regarding the type of incentives and facili
ties offered by the State Government the team was supplied with a copy of 
the Industrial Pohcy of the Government of Assam. The industrial policy state
ment enumerates a· nuJ!l~er of facilities ~i~e the provision of feasibility. study/ 
project reports at ~ub~tdtsed. rates? proVISIOn of plo~ at concessional rates~ 
aHotment of sheds m mdustnal estates on rental or htre purchase basis~ market
ing facilities like 15 per cent price preference to the local small-scale and cottage 
industries products and S per cent to the large-scale units of Assam. concessiou 
of sales tax, supply of power at subsidised rates, provision of training facilitiee 
and a good communication system, etc. 

It would, however, be worthwhile to mention at the outset that the tealll 
did not come across any industrial unit visited by it which availed of these 
benefits. It appears that the financial difficulty of the State is such that it may 
not be able to offer any of these facilities in actual practice. In fact many 
of the industrial units felt that it would provide them much relief if the State 
Government honours the bills outstanding against them for purchases made 
from these units. . It is understood that hills worth crores of rupees have been 
pending for the last several months. As a result a substantial portion of the 
working capital of these units are blocked up and they lind it difficult to ao 
in for further accommodation from the fihancial institutions or banks. 

Assam is endowed with rich natural resources and if properly exploited, 
there is scope for large-scale industrialisation. However, the State is one ol 
the industrially backward states of ~he country. Judged from the point of view 
of infra-structure facilities like transport, network pf roads; power and irriga
tion currently available in the State there is every justification te regard the 
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Btatc: as industrially backward. · However, there are certain interesting featucea 
of the economy which are quite stri~ing. The State has ~ high li~eracy rate and 
the per capita income at Rs. 550 1n 1967-68 was margmally h1ghe~ than the 
all-India average of Rs. 543. The occupatiOnal pattern shows a s1gmficantly 
low percentage, i.e., 4 per cent of agricultural labour as against the all-India 
figure of 17 per cent. This however, does not signify any modernisation in 
agriculture. Agriculture still relies on traditional methods .. !his situation pro
duces seasonal shortages of labour. As against these stnkmg features there 
are clear factors which have been responsible for the backwardness of the 
State. For example there is not any local industrial labour as such. Socio
·economic factors with a strong family affinity inhibit the stability of the labour 
force which is essential for any industrial programme. Whatever technical or 
semi-technical labour that is available is mostly procured from outside the 
State. The State also does not possess any entrepreneur class as such. What
ever industrialisation that has taken place has been due to the initiative and 
enterprise of the people who have come from outside the State. Transport is 
another factor which reduces the profitability of any industrial venture. Until 
1965, i.e., before the break up of lndo-Pak hostilities inland water transport 
provided a cheap mode of transport for carrying the goods to and fro. Since 
'1965 road transport came into prominence. Compared with inland water 
transport the economics of roail transport is prohibitively high. Inland water 
·transport used to cost 5 to 6 paise per Kg. while railway transport costs 10 
to f2 paise per Kg. whereas road transport costs 15 to 16 paise a Kg. between 
Calcutta and Gauhati. Still industrialists prefer road transport to railway trans
port due to shortage of wagons, transhipment delays and pilferage during 
transit. It was emphasised that even the transport subsidy announced recently 
by the Centre involves complicated procedures and regulations and as such 
the new entrepreneurs have not been able to derive much benefit. Since 1965 
even though road transport came to prominence the number of vehicles regi!i
tered in the State is negligible due to heavy taxation prevailing in the State. 
A vehicle registered in Assam has not only to pay Motor Vehicle Tax but also 
tax under Passenger Goods and Traffic Act. Non-availability of raw materials 
i~ another factor which is responsible for the slow progress of industrialisa
tion. The heavy transport cost makes the raw material still costlier especially 
when it has to come from outside the State. In such cases industrial units 
will have to pay not only the local sales tax but also the Central sales tax. In 
the adjoining States like West Bengal, Industrial units al'e given refund of local , 
sales tax. Even though this provision exists in As.sam, ,not much seems to 
have been done to reimburse the tax so collected from the industrial units as 
requested by them. Added to this the quantum of supply of certain controlled 
items like Iron and steel, po[ythene granules, etc. are extremely meagre com~ 
pared to the local requirements. Most of the units mentioned that there is 
acute shortages of raw materials and components that could only be purchased 
at higher prices in the open market and it becomes unprofitable for them to 
expand their production to fuller capacity. It is possible that low profit margin 
and high cost of raw materials might be responsible to some extent for high 
~ortality rate among industrial units. We could collect data only regarding 
mdust~ial units in Gauhati. Out of 246 units registered as on May, 1972, with 
the Directorate of Industries 42 units have been closed down due to variom 
reasons. 

An~ther. handicap which inhibits the growth- of industries in Assam is the 
n~n~avaJlabil1ty of power at rates which are attractive to the growth of indus
tries. At present power for domestic use attracts a tariff of 36 paise per unit 
while the rat.es for industrial and agricultural power vary between 12 and 16 
pa1se per umt. These are the rates charged by the Assam State Electricity 
B.oard. However, the~e. are cer.tain pr_ivate ~lectricity suppliers who charge 
h•gher tanff for electnc1ty supplied to mdustnal units Wherever the rates are 
higher than the 16 paise per unit, State Government suhsidises to the extent 
of the differen.ce between 16 paise and the actual rate only in respect of indus
Ina! ~!'Its wh1ch e~ploy motors of 20 HP or less. In view of this at the 
prevadmg power tanff there does not appear to he much scope for undertakinl 
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any electro-chemical or electm.-metatlurgical indu;;try on a viable basis .. Unless 
a deliberate policy of subSidiSUJg power tanffs IS undertaken by the Govern
ment, not much ()f industrial development. could be visualised. 

Tax incentives are another instrument by which industrialisation in th~ 
:>tate couid be influenced considerably. However, taxation is a factor which 
is governed by budgetary considerations. State Government will also have to 
take into account its resources position. If the State Government resource 
mobilisation effort could be broad-based, some relief by way of taxation couid 
5till be offered to industries. For example neighbouring states are offering 
refund of sales tax thereby enabling the domestic producer to compete with 
products imported from neighbouring states. In order to make the Assam 

.. products more competitive the State Government should seriously consider the 
question of refunding sales tax paid by the producers. 

The team also had the benefit of collecting evidence from representatives 
of the All-India Manufacturers' Organisation at Tinsukhia. The representatives 
seneralty voiced the views already expressed in earlier paragraphs. One addi
tional field in which there was unanimity among the members of the orgauisa
tion was in respect of State Government not utilising the funds offered by tho 
Centre for industrial housing scheme. They maintained that the State Govern
ment has been consistently surrendering the subsidy offered by the Centre in 
regard to industrial housing. 



APPENDIX I 

Data to be Collected from Industrial Units 

QUESTIONNAIRE 

A. (i) Capital structure 
a. Fixed capital. 
b. Working capital. 

(ii) Reserves 
a. Capital reserve. 
b. Development rebate reserve. 
c. Others. 

(iii) Provisions 
a. Taxation. 
b. Other current. 
c. Non·currenL 

(iv) Borrowings 
a. Banks. 
b. Financial institutions other than banks. 
c. Government. 
d. Others. 

(v) Other /iabi/itieo 

B. Assets 

(i) Gross fixed assets 

a. Land. 
b. Buildings. 
c. Plant and machinery. 
d. Others less depreciation provision. 
e. Net fixed assets. 

(ii) Inventories 
a. Raw materials and components. 
b. Finished goods and work in progress. 
c. Others. 

(iii) Loans and .advances 

(iv) Investments 
a. Government securities. 
b. Shares and debentures. 
c. Others. 
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(v) Other asset.t 

(vi) Cash and bank balance• 

(vii) Gross pro fir. 

(viii) Less interest 

(ix) Profits before tax 

(x) Less tax provision 

(xi) Profits distributed 

(xii) Profits retained 

C. Total Labour force of which 

a. Regular labour. 

b. Contract labour. 

c. Casual labour. 

D. Type of labour 

a. Skilled. 

b. Unskilled. 

c. Supervisory and managerial. 

E. Total wages paid-of which to 

a. Regular labour. 

b, Conlracl lllbour. 
c. C:unat labour. 

d. By way of overtime payment. 
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e. Remuneration paid to supervisory and managerial stall:. 

F. Value added by manufacture 

G. Types of incentives available 

a. Central. 

b. States. 

H. Incentives availed of by the unit 

a. Central. 

b. States. 

I. What additional incentives would be required? 

1. What are the difficulties or problems faced in regard to: 
a. Raising working capital. 

b. Securing raw materials. 

c. Procedural. 

d. Marketing. 

e. Labour relations. 



,APPENDJX II 

Data to be Collected from the State Government 

QUESTIONNAIRE 

1. Has any scheme been formulated for the promotion of self-employed? 
if so, the details thereof. 

2. Loans to small scale units offered by the State Government. 

(i) What are the channels through which loans are advanced? 

(ii) 

(iii) 

Capital structure of these institutions. 

Terms and conditions of these loans; and the part played by the State 
Government. · 

3. What are the incentives/facilities offered by the State Government? 
Has any assessment been made of their utility ? Is there any need for addi
tional incentives? If so, the financial implications of these additional schemes. 

4. Industrial Estates Programmes. 

A. (i) Number of industrial estates sanctioned to-date and the stages of their 
implementation (functioning, under construction and the like). 

(ii) Number of sheds constructed. 

(iii) Under con:.truction. 

~v) Uuits uctuully fuuclioniug-thdr production and empluymtnl. 

D. !lggrcgate amount spent by the St~te Government on ; 
(i) Con!itruction of estates. 

(ii) Share capital contribution. 

(iii) Loans to cooperative societies. 

(!iv) Loans to facility centres. 

S. It is felt that as the investment climate in Assam as for that matter in 
any backward area is beset with many obstacles, that relaxation of constraints 
on larger business houses would promote industrialisation, and what are the 
views of State Government on these ? 

6. There seems to be a high rate of growth of population for the last two 
decades. Even after making allowance for inward migration from the rest of 
the country as well as for the illicit migration from erstwhile East Pakistan, 
the rate of growth of population appears to be on the high side. Does this 
mean that the family planning programmes have not made any dent on the 
rate of growth ot population ? Does this call tor any incentives financial or 
~therwi!e to popularjse the programme 1 If so, the measures and iheir implica ... 
tlons. 

. 7. Minor irrigation and rural electrification have not made much progress 
With the result the scope for double and multiple cropping is much reduced
What are the reasons for the slow progress in this regard ? 
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8. It is felt that modernisation of plywood industry wollld secure a higher 
percentage yield of plywood from a given quantity of wood? Aie there any 
practical difficulties in modernising this industry 1 

9. Since 1965 the inland water transport system as a means of transport 
has gone into background and road transport has come into prominence. How
ever, registration of commercial vehicles from outside the State has increased 
substantially, whereas registration of vehicles within Assam has not increased. 
It is felt that the level of taxaJion obtaining in .Assam discourages the registra
tion of vehicles. What are the views of the State Government 1 

10. A home based transport fleet would not only increase the State income 
but also provide substantial employment. 

11. The major population of Assam lives on the South Bank of Brahma
putra while its communications with the rest of the country lies on the nor
thern Bank. Does not this work as a barrier for industrial growth 1 

12. The Government of India have finalised the transport subsidy scheme. 
Has any assessment been made of the benefit that would accrue to the State 
Government ? 

13. It appears from the power tariff prevailing in the State that no indus
trial project could be profitably established. Has this factor been taken into 
account while providing incentives to industries? 

14. What are the impediments in larger exploitation of sillimanite resources 
of the State ? 

IS. It is said that the tea industry suffers from heavy agricultural income 
taxation as compared to Tamil Nadu, West Bengal and Kerala. Further heavy 
transport cost and non-availability of power reduces the competitive capacity 
of tho Assam tea industry. What are the views of the State Government? 

16. It is said that establishment of jute mills in Assam would obviate the 
need for transporting jute to West Bengal for further processing and thereby 
reduce the transport cost to a substantial extent in jute. 



ANNEXURE ill 

Existing Important Incentive Measure~ 

An attempt is made in the following paragraphs to outline the various in
centives offered by the Central and State Governments to promote rapid indus
trialization of the country. Section I deals with existing Central tax incentives. 
Section II deals with incentives in regard to export industries, and in Section· III 
existing licensing procedures are set out. Section IV deals with incentives to 
small-scale industries. Section V outlines the incentives offered by the State 
Governments while Sections VI and VII outline concessional finance offered bY 
the JDBI and ICICI respectively. 

SIICTION I 

TAX .INCENTIVES 

J. Tax Holiday.-

New industrial undertakings and existing undertakings. going in for substan
tial expansion are .exempt from income tax on their profits upto 6 per cent per 
annum of the cap1tal employed for five succeeding years commencing with the 
year in which the undertaking goes into production. The unabsorbed bene
fit of the t_aX holid::<Y _is allowed to be ca'!ied forward upto 8 years. H_owever, . 
in calculatmg the hm1t of 6% of the cap1tal for purpose of tax exemption. de
bentures and long-term borrowing will be excluded. 

Dividends paid out of the tax holiday profits are also exempt from incom" 
tall in the hands of share holders. · 

2. Development Rebate.-~ 

.A .special deduction by W!'Y of development rebat" over and above the de
prec~atmn allowance, at a specdl~ percentage ranging from 15-40 per cent of the · 
cost of n!'w plant or machme.ry 1S allowed against profits., This rebate is, bow
ever, avrulable only upto May 31, 1974. 

3. Ex[X)rt Markets Development Allowance.-

There is provision fo~ the grant o~ Export Markets Dev~lopment ·Allow
ance in the form of a we1ghted d~ducti!'n from income equal to one ~nd one
third times the amount of expenditure mcurred by a resident tax payer (other 
than a foreign company) on export promotion. 

4. Agricultural Development Allowance.-:-

A tax incentive is available in the form a 'weighted deduction' from in
come equal to one and one-fifth times the amount of expenditure incurred t>y 
companies using farm products as raw material for their manufacturing and 
processing activities. · 

5. Inter-Corporate Dividends.-. 

A deduction of 60% of inter-corporate dividends received by a domestic 
company from another domestic company is. exempt from tax. In the case of 
a foreign company, a deduction of 65% of the inter-corporate dividend receiv
ed from a domestic company is allowed for tax purposes. 
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which are now exporting insufficiently will be encouraged to put forward phased 
programmes of export of tbeir products and they will be eligible for preferen
tial considerations in tbe grant of tbe following facilities:-

(i) Exclusion from tbe licensed capacity, of the capacity used in exports, 
while invoking penal provisions of tbe Industrial Development & Re-
gulation Act. · . · 

(ii) Expansion of capacity of these units, consistent with their export per
formance and in accordance with the policies and procedures governing 
industrial licensing and licensing of imports of capital goods, spares and 
maintenance. raw materials, except where there are strong countervail
ing reasons to ov~r-ride tlie imperative consideration to maximise ex
ports. 

(iii) Finance and any other facilities which may be needed for expanding 
the production base and for product development. 

(iv) Technical and managerial assistance for upgrading of quality, market
ing and reduction in cost under tbe various technical assistance pro-
grammes of tbe Government. . 

(v) Licensing of current requirements of maintenance imports of raw mate
rails, components and consumable stores from preferred sources of sup
ply, even if the units do not fall within the priority sector. 

4. Development rebate at higher rates to seleclt:d export-orVented industries. 

Some selecied export-oriented industries namely, those manufacturing vege
table oils and oilcakes by the solvent extraction process, processed fish and fish 
products. and processed concentrates for cattle and poultry feeds, have been in
cluded in tbe list of 'priority industries' eligible fo~ a higher rate of development 
rebate on the cost of new machinery or plant. . 

5. Drawback of customs and excise duties and relief from local taxes.-

Arrangements exist for tbe non-levy or refund of central excise duties and 
impart duties on materials and components used in the products exported. The 
State also give relief from the incidence of local taxation by exempting goods 
exported from the indirect taxes on final sales. 

6. Compensatory support to selected export products.-

To meet competition in foreign markets, to develop marketing competence 
and to neutralise disadvantages inherent in tbe present stage of development of 
the economy, compensatory support ranging from 3 per cent to 25 per cent of 
tbe f.o.b. export value is provided to tbe exporters on tbe expo~ts o~ selected 
non-traditional products, such as iron and steel scrap, rails, engtneermg and 
chemical gouds and allied products including plastic goods, paper products, sports 
goods, processed foods, etc. 

7. Import replenishment scheme.-
. This scheme guarantees imports of indigenously non-available raw maierials 
for export production from tbe cheapest and best global sources of supply. The 
extent of replenishment ranges from 2% to 90% .of the f.o.b. exP?rt value. ~he 
exports covered under this scheme are engineermg g~ods. cbemtcals and al11ed 
products, plastic goods, leather and leather goods, h~ndtcraf~, sports goods, wool
len carpets, woollen textiles, cotton textiles, sllk fabrics, readymade gar
ments, tobacco and tobacco products, coir products, processed foods, cashew 
kernels, gem and jewellery and cinematographic films. 

8. Credit facilities for exporters.-

The Export Credit Guarantee Corporation provid~ guarantees so tb~t ere-: 
dit may be obtained by tbe exporters both at tbe presbipment and postsh1pment 
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stages; financing facilities are also available. Further, a scheme- has been intro
duced by the E. C. G. C. for giv_ing performance gua~antees t.o the .overseas 
buyers of Indian goods, and quality control and presh1pment mspection are 
provided under the Export (Quality Control and Inspection) Act, 1963. Pre
~hipment and postshipment credits are available to the exporters at the conces
sional rate of interest of 6%. The guarantees extended by the E. C. G. C. and 
Reserve Bank of India Scheme of subsidy (at 1-1/2% to the lending banks) 
en•ure greater flow of credit to exporters from the banks. Tbe E. C. G. C. also 
offers insurance cover to Indian exporters against specified risks which may pre
vent the payment for their exports. 

9. Railway freight concessions! 

Railway freight rate concessions ranging from 25 per cent to 50 per cent 
of freight are allowed for a number of semi-finished and finished goods which 
mainly telong to the category of non-tradition! exports. 

10. Prio>'ity in allotment of scarce raw material. 

Scarce indigenous raw materials required for export products are made avail
able on a priority supply basis. 

ll. Adjustments in rates of eiport duties. 

Besides giving fiscal incentives .through direct and indirect taxes .:1nd pro
viding credit and other facilities, suitable adjustments are made from time to 
time in the rates of export duties in order to improve the competitiveness of 
Jndian exports in world markets. For example, export duties on tea were com
pletely removed through the Budget for 1970-71 and those on jute were sub
stantially reducd. 

12. Facilities for import of machinery etc.-

Registered exporters will be permitted to use their import replenishment 
licences J or the import of machinery required for replacement, balancing or 
modernisation or research and development for an amount not exceeding 50 per 
cent of the value of import licences or Rs. 2 lakhs whichever is less. This facility 
should not be availed of more than twice in any financial year. A manu
facturer/producer can apply fo.r the import of machinery required for the manu·· 
facture of any product which is exported. A higher import replenishment may 
be allowed to an exporter to enable him to import essential raw material or 
'Components on the ground that the quality or quantity of the indigenous substt
tute is not adequate or its price is too high to make his export product competi
tive. 

A special allocation of foreign exchange has been made to enable export
oriented units to import cap'ital goods, equipments, dies, jigs and tools required 
for their expansion modernisation, diversification of productioiU as well as for 
research and develoPment with a view to developing- their export potential. The 
pro_cedure for the issue at import licences for capital goods subject to export obli
gations has been simplified. 

13. Preferred sources of supply. 

Industrial units in priority sectors exporting 10 per cent or. more of their 
production will be given preferential treatment which will include facilities for 
further expansion of the export production, improvement of installed proda~
tion capacity and import of raw materials and components from preferred 
sources of supply. If the units export 25 per cent or more of their production 
they will be eligible to import a higher quantum of their· reqmrements against 
free foreign exchange .. Industrial. unit~ outsid~ _the priority list exporting 10 
per cent or more of therr productmn will be ehg1ble for priority industry treat
ment. 
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J4. Setrinfl up of ,<tpt!r.iaU.vP.d ln.,tltutlon8. 

Specialised institutions have been constituted with a view to assisting ex
porters in various aspects of their export activity. Some of these institutions are 
Export Promotion Councils, · Commodity Boards, Export Inspection Council. 
Indian Institute of Foreign Trade, Indian Institute of Packaging Indian Council 
of Trade Fairs and Exhibitions, etc. The latest to be added; about a year and 
a half back, is the establishment of Trade Development Authority which will 
render personalised package of services to exporters in the field of trade informa
tion, research and analysis, merchandising and establishment of export--oriented 
industries in the country. 

SECTION Ill 

LICENSING POLICY 

A major instrument devised for the purpose of achieving planned and re
gulated industnal development of the country is the system of licensing. In
dustrial licensing operates within the framework of a statute namely the Indus
tries (Development apd Regulation) Act, 1951. · Over the years Government 
has as a part of its overall planning used industrial licensing as an allocative 
mechanism to channelise scarce resources (whether in terms of internal or fvreigll 
exchange resources or raw materials or other inputs) into the most essential 
fields. The important constraint of foreign exchange was also a factor whicll 
rendered licensing necessary. The main features of the modified ,licensing policy 
are as follows :-

. 1. <;J~vcrnment has drawn up a .Jist of 'cqre~ ind!-!stries c,onsi~~ing o~ certain 
baste,, crthcal and strategic industries in respect of w~1c~ detat~ed mdustnal plans 
are prepared and essential inputs provided on a pnorJty basts. 

2. In addition to th~ 'core' sector all new investment propositions of over 
Rs. 5 crores shall be de~med to be i~ . the heavy 'investment sector'. 

3. The existing poiicy of reservation of industries for the small~scale sec~ 
tor is being continued and the area of such. reservations has been extended to 
cover 73 new industries making. a total of 128 industrie:; for the small~scaie sec
tor. 

4. In .respect of agro-industries particularly underta~ings. proc;essiD;g s.ugar
cane, jute and other agricultural commodities, preference ·Js bemg gtven m hcens .. 
ing to applications from the co-operative sector. 

5. The exemption limit from licensing prov!si?ns in~luding licensing . of 
new undertakings and substantial expansion of extstnl@ umts has been raised 
from Rs. 25 lakhs to Rs. 1 crore (by way of fixed assets in land, buildings a~d 
machinery) and it provides that: (a) they do not belong to the large mdust':tal 
houses, (b) they are ·not a foreign company or a-.bro.nch,or substdtary of f"retgn 
company, and (c) they do not require more than Rs. 10 lakhs o~ more than 10 
per cent by way of foreign exchange except marginally for the Jmport of raw
materials and components. 

6. All registered ot licensed industriai undertakings having fixed assets not 
:eJiiceeding Rs. 5 crores ·would be exempted from industrial licensing if they 
effect substantial expansion involving. a total further investment of Rsp ..1 crore 
whether in one state or in more than one state provided that the value of tixed 
a£sets after substantial expansion does not exceed Rs. S crores and certain other 
conditions enumerated in (5) above are also fulfilled. 
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7. Tbe core and the heavy I11ve&tmelit:lsectors of industry are subject too 
iodustrln.l licen."Jing nnd the 1nrger industrial houl'lcS and foreigd. concerns together 
with other applicants would be expected to participate in and contribute to the 
establishment of industries in those sectors leaving the opportunities in the re
maining sectors primarily to the other classes of entrepreneurs.· In the middle 
sector involving investments ranging from Rs. 1 crore to Rs. 5 crores, licence ap
plications of parties other than undertakings belonging to larger industrial 
houses· are being issued liberally except where foreign exchange implications 
necessitate careful scrutiny. 

8. With the exemption limit for licensing having been raised to Rs. 1 '"ore 
and in view of other policy objectives sought .to be achieved the earlier exemp
tions of a number of industries from licensing requirements have since been with
drawn. · 

9. The policy of diversification by way of manufacture of new articles upto-
25 per cent of the licensed or registered capacity without licences is being con
tinued though in future larger industrial houses and foreign concerns wiii re
quire a licence before further diversification _is effected. , Diversification io:t' im-· 
port of macbinecy and equipment' and they also do not ·require foreign exchar.ge 
without a licence in the cases: of others can ohly 'take· place if no for-eign ex.:. 
change is involved and if the production is in allied lines of manufacture. Be•· 
sides, undertakings with fixed assets of Rs. 5 crores will- also have to obtain a 
licence for diversification. 

10. The facility of expansion of production upto 25 per cent in the line of 
manufacture for which an undertaking is licensed has been continued subject 
to the condilions as in the past (i.e., no additional plant' br machinery is installett 
except minor balancing equipment procured indigenously and no additional ex
penditure of foreign exchange is involved and the extra production does not 
require any additional demand for- scarce requirements). 

· · 11. Capacity consider~tions wiii ·no Jon!(er oe ngidly app!led. · Ih the· past 
certain items used to be put in the banned list for licensing on the ground that 
adequate capacity has been licensed. This banned list has now been given up. . .. . 

12. Though the larger industrial houses and foreign concerns are ordinarily 
expected to participate in the core and heavy investment sector applications for 
expansion from them in the middle sector would be considered, and efficiency 
or if the units are to be established in industrially backward areas. The larger 
industrial houses and foreign companies would also be licensed in the middle sec
tor if a substantial export commitment of 60 per ceni or mor~ of the new or 
additional production is undertaken. The export obligation will have to be 
achieved in a period of three years. A similar safeguard of a high export obli
gation (a minimum of 75 per cent) bas been provided in the case of industries 
reserved for the small-scale sector. It will, however, be ensured that the propor• 
tion allowed for indigenous supply is not so large as to swamp small-scale units, 

~~- Such of the industrial undertakings as ,are exempted from the licensing 
proVIsions of the Act would, however, have to get themselves registered with the
D. G. T. D. or any another concerned technical authority. Tbe registration pro
cedure has been greatly simplified and in the future the process of registratior:t 
would be mainly for statistical purposes. . 

14. In considering and dealing with applications for industrial licenc~ 
care is being taken for the creation of capacities in such a manner that export 
supplies are generated. Export potential of undertakings belonging to small 
and middle sector entrepreneurs wiii be developed to the maximum possibl.,. 
extent. · Special attention will be paid to the development of export producUon 
of small-scale sector units. in respect of. items specifically reserved for them. 
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SEcnON JY. 

INCENTIVES OFFERED TO SMALL..SCALE .INDUSTRIES 

_ The development of small-scale industries is given special emphasis in all 
.our plans not only as a means of reducing concentration of wealth but also 
as a means of providing employment on a large scale. In order to achieve 
these objectives cel'lain facilities and incentives have been offered by the Gov
ernment from time to time. Such facilities as are available now are indicated 
in the following paragraphs : 

1. Loan facilities extended by State Governments: 

Loans are granted to small-scale industries liberally on concessional rates 
of interest on long-term basis by the State Governments and under the State 
Aid t.o Industries Act/ Rules by acquiring fixed assests like land, building and 
machmery. The terms and conditions for grant of these loans as well proce
dures vary from state to state. Normally loans upto Rs. 1,000 are advanced 
on personal bonds and upto Rs. 5,000 against two personal sureties. Loans 
above Rs. 5,000 are granted on 75 per cent of the security offered includ
ing the assets created ont of the loan. The loans are generally repayable 
in easy instalments spread over ten years. The rate of interest chargeable 
on these loans varies from state to state between 2! per cent to 7 per cent. 
A few State Governments offer an interest rebate ranging between two to 
three per cent for prompt payment. With a view to institutionalising the 
ilow of credit to small industries some State Governments have entered into 
agency arrangements with State Financial Corporations for disbursement of 
these loans. Such arrangements exist in Andhra Pradesh, Gujar~t, Haryana, 
Maharashtra, Orissa, Punjab, Rajasthan and U.P. 

2. Credit from State Financial Corporations:' 

Almost all tile states have set up State Financial Corporations and they 
3.dvance 'term' loans to small·scale entrepreneurs for setting up a new unit, 
for renovation, modernisation and expansion of the existing units. Lo~ns 
from these. corporations are repayable. in conyenient instalments spreadmg 
over 10 to 12 years and in exceptional cases even over. 20 years. Loans il;re 
granted upto a maximum limit of Rs. 10 lakhs agamst collat~ral secunty 
with a margin of 25 per cent to so per cent. The rates of mterest . vary 
from state to state and range between 7 per cent and 9t per cent w•th a 
rebate from prompt payment r~nging between ! per cent and I per cent. 

3. A.ssistanc• rendered by State Bank of India: 
The main thrust of the bank a~sistance is towards meeting tbe working 

capital requirements of the small-scale sector. Short-term. loans are grant
ed against pledge of raw-materials and processed goods etther. on lock and 
key basis or on factory type of accommodation. Wherever fe~stble,. the banks 
also consider tile applications for clean type of accommodatiOn wtth!'ut a!ly 
collateral security. The rate of interest charged on these loans varteo wtth 
the type of accommodation between 7-1/4 per cent to 8! per cent. 

State Bank of India also offers · medium-tertt;t loans for. acqLJ!ring ph~si
-cal assets for purposes of renovation and expansiOn of tlie . eXISting umts. 
These loans are granted for a period of 7 to. 10 ye.ars and are repayable 
·either in monthly, quarterly, half-yearly .or . yearly m~talments. The rate 
·of interest varies from time to time and IS hoked up wtth the bank. advance 
rate. The existing assets, if any, and those proposed to ~e acqmred Wtth 
the proceeds of the loans are generally considered for secunty and . the mar
gins retained vary between 33-1/4 per cent and 50 per cent. State Bank of 
India also has an Instalment Scheme to enable the small ~ntrepr~eurs to 
purchase machinery and equipment. In this case the loanee ts · requrred to 



85. 

make down payment of 20 per cent to 31f per cent of the cost of ·equip
ment while the rest is advanced out of the loan. These loans are repayable 
over a period not exceeding 5 years and in suitable easy instalments. The 
rate of interest is 9 per cent and the margins retained vary between 20 per 
cent and 33t per cent Hypothecation of machinery and equipment proposed 
to be acquired- ~nder law is considered . a~ adequate security. 

4. National Small Industries Corporation: 

The National Small Industries Corporation is operating a Hire Purchase 
Scheme under y,.hich indigenous and imported machines are supplied to small 
entrepreneurs on hire purchase basis on attractive terms and on low rate 
of interest. Under this Scheme the small scale entrepreneur9 who is accept
ed as a hire purchase client is required to pay 20 per cent of the value of the 
machinery as earnest money. The balance of the amount is payable along 
with interest and administrative charge.. in 5 to 7 years' time in half-yearly 
in•talments. The first instalment is payable after one year from the date 
of delivery of the machine. The rate of interest charged is 7 per cent per 
annum while the administrative charges work out to 6 per cent on the gross value 
of the machine and is recovered in equal instalments. 

S. I.CJ.C.l. Scheme: 

The Industrial Credit and Investment Corporation of India is operating 
a. scheme under which foreign cmrency loans of small magnitude aro pro· 
v1ded to small industrial concerns for the import of capital equipment. No~· 
mally, the loans range between Rs. 1 Jakh and S lakhs. The repayment IS 
spread over 7 years including a grace period of about two years. The rate 
of interest is .8! per cent per annum and .is payable half-yearly. 

6. S.S.l.D.O. Training Facility: 

To enable the small entrepreneur tG have some trammg in managem~nt 
as well as on technical aspects SSIDO has introduced Industrial ExtensiOn 
Service through the various Small Scale Service Institutes and Extension <;:en~ 
tres. In each Small-Scale Service Institute there are specialists in the vanous 
technical trades in which small-scale units in the State are generally engaged. 
In addition to this, small-scale service institutes also maintain a· fleet· of mo· 
bile vans which go round the rural areas where there is concentration of a 
particular class of artisans.- The vans are equipped for demonstra~ions '?n 
use of modem machinery and techniques and for training local art1sans m 
various operations. 

7. Market Survey and Research: 

To meet the requirements of market intelligence and information on 
prices, sales Jistribution channels, incentives etc.· the SSIDO has introduced 
a program..;,e specially to meet these requirements under which specified sur
veys are conducted fpr : 

(i) findinc extended distribution outlets. 

(ii) enli•ting the market, 

(iii) offering the suggestions according to the problems raised. 

The service is rendered on a nontinal charge, 

8 .. Marketing Products: 

Various State Sm~ll lnd!Js~ries 0>rporations have programmes to market 
the products of small mdustr•al•sts either through their own sales arrangements 
like sales depots and roving sales-men or through agency arrangements on a 
commission basis. The office of the Development Commissioner Small-Scale 
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Industries. Small I~dustries Se~ice Institute in the States, Export Promotion 
Council, State Tradmg Corpo~ati~ns and State Export Promotion Corporations 
periodically prepare and mamtam a hst of products with export prospects 
and also of the export markets. They also collect and disseminate informa
tion on t~e export pro~edures, overseas trade regulations, overseas standards,. 
export pnces and fina~c.Ial and currency regulations applicable in the principal 
export markets to facilitate the prospective expqrter •. 

9. Assistance Available for Production for Export: 

If a small _nJanufacturer exportS at least 25 per cent of his total produc
tion, he is . entitled to have full . requirements of his imported raw-materials. 
10 free foreJgn exchange. He .can now have an initial import licence for raw
materials a':ld components upto ~ .valu.e of Rs. 75,000. He is further exempted 
from certam procedural formah!Jes · m applying for import licence. 

10. Designing ct:/1 in thti S.l.S.l.,'Okhla: ., 
The designing Cell is manned by· experts in different branches of pro

ducts designing mainly electrical appliances, utensils furniture and other utili
ty articles. These experts ~ist present and prostx:'ctive small exporters right 
from the stage of preparation of blue. print to the manufacture of th pro
duct. 

.11. Electrical nwasw·ing Iftst~ument Design ·Centre, J!ombay: 

This centre was recently established under aid from the United Nations. 
It assists and guides a small manufacturer intending to produce and export 
certain varieties of electrical measuring instruments. 

12. U.N. Tool Room Centre: 

This cent'e was also established :under U.N. Jiatronage and it provides 
di;tinct facilities for prospe(:tive small exporters for the improvement of manu
facturing processes as well as. for producing quality goods for export m~rkets. 

13. Finance for Export: 

The Industrial Development Bank has ·introduced a scheme for : direct 
financial assistance to exporters. The Bank enters into participation arrange .. 
rnents with approved commercial banks for providing 'term' fin~nce. and- gua
rantee facilities to industrial concerns exporting capital and engmeenng goods 
and services on deferred credit basis. · 

14. Export/Finance under E.A.S.l. Scheme of The S.T.C.:. 

This ;.,hem~ provides for ~re,shi~,;,ent fi~ancial ~ssistance to t~e small
scale units who have received a confirmed export order but find It dlflicult 
to execute the same for want of finance. A small entrepreneur .can have a 
loan under this scheme for a period of six months for purchase _of raw-mate
rials and to meet other expenditures like packing etc.. Dependmg upon th_e 
import of the goods and his requirements he can obtam a loan to the maxi
mum extent .of 90 pel' cent of the value of the product. 

15. Stat• Bank of India and Commercial Banks:· 

A small manufacturer can approach the State Ba~k or _other C'?mmerc.i:~.l 
banks for financing his production for export. These agencies provide f~cth
ties for export~oriented units. Such a unit can establish ~etters of cred~t at 
concessional margins for import of raw-materials or machmery and avatl of 
packing credit advances for manufacture and export of. finished products at 
concessional interest rate namely 6 per cent and on easy _terms. pos~-shtpment 
finance by negotiating bills offered under letters of credit or otherwJSe. 
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16. Export Credit Guarantee Corporation: 

The E.C.G.C. extends export credit insurance to the Indian exporters and 
f!Jrnishes export credit guarantees to banks financing credit for export transac-• 
lions. 

SECTION v 
INCENTIVES OFFERED BY THE" STATE GOVERNMENTS 

The following facilities/incentives are available for the promotion and 
development of industries both large. and small in different States and UQion. 
r erritories. 

l. Land & Building: 
Suitable lands in different parts of the States and Union Territories are

acquired and developed by the Industries Departments with facilities of water,.. 
power, road etc., for allotment to the prospective entrepreneurs or existing 
units for shifting to new sites wherever possible. More land will also be ac
quired to establish Industrial Development Areas at some places by the States. 
and Union Territories. : . 

. Such lands will be allotted to the parties or entrepreneurs on (i) long term 
b~~1s (ii) out right sale (iii) hire purchase instalments basis with certain con .. · 
~Itlons. which diller from State to State. The lands are given at a nominal rat~ 
J.e. full cost of acquisition plus the development cost or at a subsidised rate 
or the premium price on no profit no loss basis of land -is charged with some
specific conditions. Many of the Governments assist the entrepreneurs in get
tmg the private land to the interested entrepreneurs by· direct negotiation, 
where direct negotiation does not bear fruit, the Government acquired land 
for them, provided that the entrepreneurs are willing to bear the actual cost 
of acquisition. In various states, industries are exempted from payment of 
non-agricultural assessment on the land allotted to or taken up by the entre-· 
preneurs. Building materials such as cement, iron and steel etc., are given. 
on loan to industrialists. In many of the State Governments, building mate
rials are made available to industries .either on a no profit no loss basis or at 
reduced rates against cash payments. 

2. Industrial Estates: 

Industrial Estates have been/are being set up at important places in· 
various State~ and Union Territories and factory sheds with facilities of raw 
materials, water supply, electricity, transport, bank, post office etc., are built 
up. These sheds are made available to industrialists on different base terms 
or on hire purcha;e basis. At many places subsidised rent is charged for the 
plots with or without facilities enunciated above which are sold in industrial 
estates. Provision also exist for construction of '"Assistant Industrial Estatesw 
by private agencies/co--operative societies etc. :Suitable tand can be acquired 
for the purpose. 

In Mysore State, the price for the land offered by the Mysore Industria[ 
Area ·Development Board is recovered as 20% down· payment and balance 
amount due r~overable in annual instalments. The price concession is avail
able for a penod of S years to only new industrial concerns. 

3. Industrial Housing: 

To provide hou~ing for labour, entrepreneurs are assisted in getting loans. 
from their Governments. This loan facility is provided in many of the Stato 
Governments e.g. Assam, Bihar, Gujarat, Haryana, M.P., Maharashtra & West 
Bengal etc. Many of these State Governments provide land on subsidy or at 
low rate basis to the industries for constructing houses for their labour. The 
State Housing Boards in many of these States have developed industrial hous
ing colonies to provide houses for industrial workers at lower rent. 
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4. Industrial Licences: 

Applications for industrial licences to the concerned authorities of the 
Government of India will be supported by the various State Governments e.g. 
A.P., Assam, Bihar, Maharashtra, Orissa etc. Many of these State Govern
ments will give all reasonable assistance in securing licences as well as foreign 
exchange for. setting up of the unit. 

5. Financial Assistance: 

Loans are given by almost all the States and Union Territories for sett
ing up small, medium and large industries. Many of the States provide loans 
at low rate of interest to small industries and also stand guarantee for repay
ment of loan negotiated by large and medium scale industries from various 
financial institutions. Loans are granted to individual industrial undertakings 
and industrial co-operative societies for· acquiring fixed assets as also for work
ing capital. Many of the State Governments grant long term loans to all 
types of industries. Credit to small and medium industries is also made avai
lable in many States/Union Territories. 

Participation in share capital :-The various State Governments participate 
in the share capital of private/public joint stock companies or industrial co
<>perative societies etc., for starting and developing industries in their States 
and such participation is based on merit and on certain specific conditions 
which differ, from State to State. -

Format!on of capital may also be helped in selective cases ~¥ PIJ!Chasing 
debentures 1ssued by the local industrial company or under-wntmg ISsue of 
~hare capital or debenture of such companies/co-operative societies/public 
Hrnited concerns. 

. In many states loans upto a specified ex~ent are .exempted from the re
qUirements of stamp duty only and registration fee 10 respect of mortgage 
bonds concessional rates of stamp duty are charged. 

In Gujarat technicians assistance is also provided as under:-

(a) A package scheme of assistance to unemployed engineers/technicians. 

(b) Loans to unemployed technicians/engineers for purch~se _of machinery 
and fixed assets without insisting on pro rata contnbut1on ~om the 
entrepreneurs by the Gujarat Industrial Investment Corporabon. 

(c) .Machinery on hire purchase basis by the Gujarat Small Industries 
Corporation to unemployed engineers/technicians. 

In U.P. also, greater relaxation in condiiions is available for technicia~ .. 
entrepreneurs. In J. -& K., the State Government assist the entrepreneurs. m 
-secunng machinery on hire purchase basis from N.S.I.C:,. as also fi_nancmg 
from the Scheduled Banks. In Punjab, in case of .electnc1ty. generahng se~s 
mterest free loans are also advanced with some specific condttJons. In . Mant
pur and other Union Territories, grants for purchase of tools and _eqmpm_ent 
at reduced/concessional rates are also given under- Rural Industnes ProJect 
Scheme etc. 

6. Marketing Ftlcilities/Price Purchase Prefere~ce: 
. A Central purchase organisation on the line of D.G.S. & D. bas been set 

up m many States and Union Territories for the purchase made by the Gov
-ernment and semi-Government, State Government autonomous bodies. This 
type of agency normally gives preference to the products of the i'!cal small 
t1cale and cottage units over those of large scale industries. The _vano~ State 
Governments have set up separate divisions to assist the small mdustnes for 



89 

selling their products to various government departments ilicluding D.G.S. &: 
D., Railways, State Undertakings/Corporations/autonomous. bodies etc. Addi
tional price preference in many States is allowed to products of local small 
scale industries for a certain specific period. In many States price preferences.. 
are also allowed to (i) indigenous products over imported ones, (ii) local proc 
ducts and other Indian products (iii) Cottage Industries products over others. 
(iv) co-operative societies products over others etc. Arrangements have also 
been made for sale of cottage and small scale industries products through Sales 
Emporium located in different areas of the State. In order to encourage 
small scale industries various Governments have also reserved items to be 
purchased by all Departments of Governments in their States exclusively from 
Small Scale Industries Sector. 

The purchasing organiSations of the various .State Governments and Union 
Territories collect industrial intelligence and the governments purchase statis
tics to enable the manufacturers to plan their production. The organisations. 
assist the small-scale industries in maintaining liaison with Government and 
Semi-Government offices, Railways and D.G.S. & D. 

7. Tax Concessions: 

I Sales Tax.-The State Governments of A.P., Bihar, Haryana, J. & K.r 
Maharasbtra, Mysore, Orissa, Punjab, U.P., give a refund of sales tax in case of 
new and expanded industries on raw materials, machinery etc., levied by the 
respective State Governments for certain specified period and with certain con
ditions which differ from State to State. Many of these State Governments 
also refund sales tax on finished or semi-finished goods. 

M.P.-A concessional rate of I% ad valorem is being levied on all items 
of machinery, equipment and raw material purchased for industries during 
the Fourth Five Year. Plan period. However, effective from September, 1967. 
the rate of tax on raw materials has been fixed at 2 ')1,. 

Pu11jab.-Refuild of 50% of tax on industrial raw materials and finished 
~ood~ in respect. of direct sales is being allowed only for those industries exist
mg 10 focal po10ts and near about. It has been decided to abolish property 
tax which was imposed through an amendment of the provisions from April, 
1966 on industries whose premises were assessed at a rental value of more 
than Rs. 900 per annum. In case of new and expanded units at Amritsar, 
Batala and Ferozepur purchase and sales tax will be refunded to the exteqt 
of 50% for a period of five years. · 

Raj~sth'!n.-Th7 State G~vernment has exempted all machines purchased 
for settmg up textiles, ceramtcs, glass, cement, engineering, sugar and metal 
industries and industries based on minerals from payment of sales tax. Sales 
tax at I ')1, is levied on raw materials sold to industries within Rajasthan. 

. 11 Oc_troi. Duty.-Building materials, plants, machinery, spares, raw mate-
nals, sem1-firushed goods etc., for the purpose of setting up of new industries,.... 
and expansion and renovation of existing industries are exempted from pay-· 
ment of Octroi for certain specific period and wiih some conditions within 
the States of Gui_arat, M.P,, Mahar";shtra, Mysore, Orissa, Punjab, Rajasthan-. 
In J. & K. Octrm Duty paid by registered small scale units in rural areas on 
import of raw materials and export of finished goods is underwritten to the 
extent of 5% for a period of five years from the date of commencement of 
pr~d!Jcti?n. In Pu~jab, refund of 50')1, . of the Octroi paid by those industries. 
exiStiOg 10 focal pomts and near about IS allowed and in the case of new and 
expanded units at Amritsar, Batala and Ferozepur, Octroi and terminal tax 
will be ref':'nded to the extent ~f 5,0% fo! a period of five years. Refund of 
toll tax pa1d by small scale uruts/10dustnes of. raw materials and expon of 
finished goods is allowed in J. & K. 
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:11. ill Power Tariff: 

Power supply• is subsidised in most of the· states. However the rate of 
:subsidy differs from sta~ to state. In m~ny s~ates no electricity duty is charg
ed for the small sca!e ~dustn~. In Bihar, m the case of electro chemicals 
and electro-~e~!lurgtcal mdll;Stnes, power is supplied a~ no profit no Joss basis. 
In Jammu diVISion, a certam percentage of power IS being earmarked for 
industrial umts and self-generated power is exempted from the levy of electri
-city duty for a period of 5 years from the date of commissioning of the gene
rating sets. 

9. IV. Water: 

The State Governments of A.P. and Maharashtra, exempt industries from 
the paym~nt of water royalty .whereas in Bihar and Orissa, water is supplied 
to industries on no profit no loss basis, and in M.P. Mysore, Rajasthan and 
Tamil Nadu, water is supplied to industries at nominal rates. In Mysore 
State where a ne.w unit is being established in the FourtQ Plan period, is al
lowed to make Its own arrangements for pumping and supply of water and 
the State Government will levy no charge on the water consumed. In West 
Bengal, water supply from Government water works is provided at usual 
rates of Rs. 1.25 and Rs. 0.50 per 1,000 gallons in selected industrial aroas 

like Durgapur and Kalyani respectively, 

10. Training and Technical Assistance: 

Technical -training in almost all -the States and Union Territories is im~ 
parted by Engineering Colleges, Polytechnics and Industrial Training Institutes. 
Technical assistance and training facilities are provided through the Industries 
Department and Small Industries Service Institutes. Training in various crafts 
is imparted by industrial training institutes in the States and Union'Territories. 
During training period some percentage of training cost is given as stipend 
and the rest is borne by concerned employee. 

The various governments are encouraging training in Business Management 
and administration exclusively for training industrial and commercial manage
ment cadres. 

Free technical assistance is provided by the. State Directorate of .Indus-
1ries and the Small Industries Service Institutes in States and Union Terruones, 
1o small scale industries in respect of selection of machinery, !heir installati~n_, 
plant layout, improved technical process, use of modern macbmery and equip
ment, preparation of designs and drawings as also preparation of model sche
mes. In many States the small-scale industrialists can sponsor the.tr '?"o!k for 
training in industries outside their States. Training in such c~ses ~ hmited to 
tho&\" particular industries for w~ich know bow is not available 10 !herr States. 

11. Other Assistance or Facilities: 

(i) Committee to ensure speedy assistance.-The vario.us State 9over~
ments and Union Territories have constituted one Committee each m their 
regions to ensure due speedy assistance to the entrepreneurs jn obtaini!lg the 
necessary facilities. All matters involving major policy decistons and Impor
tant individual cases requjring inter-departmental co-ordination are placed be
fo· .. "! the Committee. 

(ii) Feasible study and Project Reports,-The entrepren~urs are general
!~ required to prepare feasibility study and project reports 10 respect of me
dmm and large industries. Such reports are also sometimes necessary for 
-small scale units. Hence the State Governments in collaboration with t~e 
Centml Government and other organisations undertake such feasibility studtes 
and make them available to small entrepreneurs at a nominal cost. 
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(iii) Ro,•alties and -Raw Materials.-In various governments for forest 
based and mineral based industries, the governments consider on merit the 
fixation of royalty on an economic bas~ considering the rate. of royalty on 
such goods in their respective neighbourmg states. 

(iv) Testing Facilities.-The State. Directorate ~f lndustri~.. Rajasth~~ bas 
set up a Chemical Laboratory at Jatpur for testing of pesticides, fertilisers, 
paints and pigments, oil, soaps and ~il cakes, rnin~rals and. ores, chemica_lc;, 
inks and water etc. The laboratory IS also recogmsed by the I.S.I. for tis 
I.S.I. certification marks schemes. Similar testing facilities are provided in 
ether States and Union Territories. 

(v) Export Promotion.-Tbe various States Governments assist exporters 
of small scale industry products by registering them under the Export Scheme. 
Besides, assistance is provided for publicity of their goods in foreign .markets, 
participation in exhibition, fairs etc. The State Governments_ also g1ve pno
rity to the exporters in issuing essentia~it~ certificates for im_port of machinery 
and raw materials as also _supply of mdtgenous raw matenals. 

(vi) Transport.-Many of the State Governments· and Union Territories 
provide transport facilities for carrying the manufactured articles from one 
place to other. 

In J, & K. the Government Transport undertakings offer a 50% reduction 
in the transport charges on a number of ·manufactured articles when · trans
ported from Kashmir Division to Jammu, Kathua and Pathankot or any 
points on this route for 6 months from 1st February to 31st July every year . 

. A subsidy of 25'<. is also allowed to registered S.S.I. units, handloom, handi
crafts and village industries. on transport or raw materials from Pathankot, 
Kathua and Jammu· when·· it becomes a rail head to a point within the State 
after proper verification of 'the utilisation of the raw materials. 

(vii) Road.--The Industrial Departments of, ·various states undertake to 
construct roads from the main high-way or nearest railway station or feeder 
roads to the factory side for the benefit of industries .. ; 

12.- . Sc~pe for De>•elopment: 

There is scope for development or expansion of the following industries 
in various St~tes an~ Union Territories: 

'··Engineering lndustries.-Mecbanical and Electrical, Chemical Industries, 
agro-based, livestock ·based; fish based, mineral based, marine chemicals, petro
chemical complex~· cigarette, ceramic, chip boar~ commercial plywood etc., 
and other large medium and small scale industries. 

CONCESSlONAL FINANCE BY .THE INDUSTRIAL DEVELOPMENT 
BANK OF INDIA TO PROJECTS IN SPECIFIED BACKWARD AREAS 

(i) Rate of lntere~t.-TWo per cent above Bank Rate with a minimum of 
7 per cent per annum (with a penalty of t% for defaults against the present 
normal rate of 8% with at% penalty). 

(ii) Extension of initial moratorium in the repayment of loans.-The lOBI 
will allow 5 years moratorium to the assisted concerns for the first repayment 
of principal amount of loans against the normal practice of 3 years . 

. (iii) Longer amortisation period for loans.-Against the normal repay
ment period of 10 to 15 years, projects from the backward areas would be 
allowed a longer period of 15 to 20 years. · 
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(iv) ·Participation _in risk capital.-Depending on ·the. merits of the case, 
the IDBI may subscnbe relatively heavily to the risk capital of projects in 
backward areas. 

(v) Reduc:tioll in the underwriting commission.-The under-writing com
mission in respect of public issue of shares/debentures made by concerns in 
backward areas could be reduced by 50')(, i.e. it would be lt/1-4% instead of 
2t/l-}% at present. 

(vi) Reduction in commitment Charge.-At present, the IDBI charges a 
rate of 1 per cent per annum on account of commitment charge on amounts 
which remain undrawn by the assisted concerns. This charge may be re
duced to 1% or waived altogether in exceptional cases for projects in the 
backward areas. 

(vil) G_onsu/ta/lls charges.-;-"f!J.e IDBI may also bear the cost of consul
tancy services to prepare feasibility reports for the entrepreneurs initially sub
ject to reimbursement later when the project reaches the profitability 'stage. 

(vii<) Oth.r terms and conditions.-The IDBI already follow& a fiexible 
attitude in ret:pect of promoter~ contribution .. marR"inal req11ir~m~nt" etc, The 
JORI m:tY continl!P- to A'"lnpt "imihtr tUtitudc 1ft rc~pccl. or PCOJCCts from back
ward areas and relax these requirements dependmg on the merits of each 
case. The lOBI may also agree to suitable postponement of tbe interest pay
ment in the initial years of the proiect. 

INDUSTRIAL FINANCE CORPORATION OF INDIA, NEW DELHI 

The Industrial Finance_ Corporation of India ba§ lle,ided 10 extend fitlntl.• 
~ial il51ii§tance on conrr~~JtJUiil leil!l§ Iii ~~~~~~~ ond m•<lim.,,,,,MJ iM<t .. ,fl..t 
~ntJ:~r riii~.Q it1 h~ot•.!k-~~t.t4 ~ll:f.t.,.~[R.f"'-<f4, :'fl'" fttcjlliti~S tO, be atlowed, Jt j5 hOped, 
will lietp aooeleratc tbe pace ot mdu&lr!al d~vtlopmeut m such areas. The con

cessions to be extended are as follows:-

(i) Rate of interest.-As against the current rate .of interest at Sf% 
(with a rebate of !% for punctual payments of IOstalments of interest 
and principals) at lower rate of interest i.e. 7t% (with a rebate of t%) 
will be charged. 

(ii) Initial grace period /or commencement. nf repaymtmt of ltJaiLr.--· 
The Corporotion'• normal practice is to allow 3 years moratorium to 
ao assisted concern for the first repayment of the principal amount 
of the loan. In the case of undertakjn2~ in hruo:kwArd ntcn.!i, this v.c· 
ri<>~ wmofd hO O<I<Hd<d 10 five yearS from the date Of the firSt diS• 
burscmrnt of the Joan. 

(iii) Amortisation period for loans.-As a11ainst .the normal period of 10 
to 12 years for repayment of loan, thiS period would be extended to 
15/20 years. 

(iv) Margin of Security.-Tbe present practice of the Corporation is to 
aim at a margin of 50%, this would be reduced to 30/35%. In other 
words, an equity debt rati<;> of 1 : 2 would be acceptable. 

(v) Promotns contribution.-The Corporation would be prepared to ac
cept a lower contributi?n from the promoters, to the cost of the pro~ 
ject tban its normal requrrements. 

(vi) Participation in equity and prefere_nce capitaL-Depending on . the 
merits of each case, the CorporatiOn would be. pr~pared to consid~:f 
participation by way of underwriting . or otherw1se 10 the share capi
tal of an industrial .concern located m a backward area/State to a 
greater extent as compared to projects located elsewhere. 
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(vii) Reduction in other charges.-50% reduction will be made on tho 
Corporation's normal charges in respect of underwriting commission, 
commitment. charge, non-refundable examination fee for processin&" 
of applications and legal charges. 

2. Projects in backward districts/areas which would receive grant/subsidy 
from the Central Government would also be eligible for IFC's concessions. 

3. The concessions will normally be applicable to cases where the total 
project cost does not exceed Rs. 1.00 crores. Concessional finance for big
ger projects would be considerd on a selective basis. 

4. Financial assistance from the Corporation is available only to pubhc 
limited companies incorporated in India or registered cooperative societies and 
as such. the above-mentioned concessional terms will be applicable only to 
such concerns which meet this requirement. 

INDUSTRIAL CREDIT AND INVESTMENT CORPORATION OF INDIA 
CONCESSIONAL TERMS FOR RUPEE ASSISTANCE TO COMPANIES 

IMPLEMENTING PROJECTS IN CERTAIN BACKWARD AREAS. 

1. The. rntc of intC!:r~!\t of rupee lonno; would be at 7ri(, per Annum in~tC".nd 

of the current normal rate of 8!%· No contingent interest will be charged 
for. private limited companies implementing project in backward regions. 

2. In the case of underwriting of shares/debentures for projects in back
ward regions, underwriting commission would be charged at half the normal 
rate of It~~ on shares and i% on debentures. 

~. A, commitment charge of 1/8% will be payable on the loan from the 
d:>tA of .i~niug of the he~ds of a!(rcen11liil liS ltgair1~l l 'j/, Hor'inalty ch:u'ge<i al 
lifd'!!ie!llf. 

4. A margin of 30% to 35% would he acceptable in the value of assets 
for securing the loan. . · 

5. The grace period allowed for starting of repayment of the loans would 
be five years as against two or three yean mormally allowed and the repay
ment of the loans would be spread over IS t.o 20 years as against 10 to 12 
l'OArs normally stipulated. 

7-1 Expert Com./73 



ANNEXURE IV 

Financial Incentives to Industries in Maharaslztra 
-with special reference to their impact on employment-

I the State of Maharashtra, there are in operation a number of financial 
d :ther forms of incentives and assistance. Some of them are sponsored by 

an Central Government (such as 10 per cent outright grant or subsidy and 
the cessional finance to new industrial units in selected backward districts). But, 
~on we will mainly be concerned with the schemes sponsored and operated by 
t~!eState Government. Broadly speaking, these schemes have the following three 
obJectives; 

(i) to promote industrial development as such in the state : 

(ii) to promote growth of small scale industries units : and 

(iii) to promote development of industries in backward areas. 

L zrcentives: Schemes _and Institutions 

As discuss_ed ab?ve, even though employment. generation is n<;>t specific ob
jective of the m<:_enttves sc~emes, attef!lpts to attam any other objectives would 
generally .result m gcneratton of additional employment. We have attempted 
below a brief outline of the various schemes in operation under three heads. 

(i) Ge11;eral S~he~es.-All the schemes would _in effect contribute to tho 
growth of mdustn~s JD the State, but here we may mclude only such incentives 
and assistance, which are not specifically directed to the promotion of any type 
0 f industries or areas, but are general in application. The Maharashtra State 
Financial Corporation (MSFC) has combined in its scheme of loans all the 
three objectives: growth of industries as such. developz:nent o~ small scale indus .. 
tries and development of backward areas. Its financial assistance in terms of 
loans for fixed and working· capital requirements are spread over all the dis
tricts of the state and around 45 per cent of total amount lent by 1970-71 con
sisted of Rs. l lakh and less each (at a concessional rate of interest and under 
aR.ency-cum~guarantee arrangement with Maharashtra Government) and the rest 
of Rs. 1 Jakh to Rs. 20 lakhs. There are, however. sp~ial provisions for !Jtnall 
scale industries and backward areas which will be descnbed under (ii) and (iii). 
So far as loans to larger industries. in developed areas are concerned, tho only 
incentive provided is a marginal concession in the rate of interest. 

Besides, MSFC, Mabarasbtra Industrial Development Corporation (M!DC) 
and State Industrial and Investment Corporation of Maharashtra (SICOM) aiso 
provide financial and other requisite assistance for developing industries in the 
State. While the former _mainly gives assistance of a lon~~te_rm nature, SICO~I 
provides shortNterm: mediUm and long-term loa~. subs_cnphon to and partici
pation in share cap1tal, and ?ther forms of financral asst~tance (besides adminis· 
tering the State Governm~nt s Package Scheme of Inc_~!lhves to divert industriel 
in backward areas to which we refer below under (m). The corporation has 
however been focusing attention on underdeveloped areas. By 1970-71 th~ 
assistan~e disbursed aggregated to Rs. 140.91 million of which Rs. 58.19 million 
was in the developed areas m the form of short~term loans. 

(ii) Schemes for Sn~all Scale Industries.-lt is: however, the assistance to 
small scale i!ldust~tes whtch. seems to be .the pret;f<_>ryuna!Jt objective of the various 
ichemes of mcentives .. Be~tdes, the vanous. facdttJes like _the provision \lf sheds 
and plots, I_oans, ~o~tnbut10n to share c~pttal to SSI untts and facility centres 
to cooperattvc soc,aetJes under the Industnal Estates programme. the Directorato 
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ef Industrie.•. MSFC. SICOM and Maharashtra State Small Industries Develop
-ment Corporation (MSSIDC) provide loans for working and fixed capital re
quirements (Directorate and MSFC) and share capital participation (SICOM & 
MSSIDC). The State Aid to Industries Act, 1960 provides for financial assis
t.ance to small scale industries which is disbursed through (a) Zila Parishads 
(upto Rs. 3.000/-), (b) Bank of Maharashtra and United Western Bank (Rs. 3.000 
"to Rs. 10,000) and MSFC (Rs. 10,000 to Rs. 1 lakh). 

The assistance is given on· conceSsional rates of interest, the schedule being 
as follows: 

Amount 

(i) Upto Rs.lO,OOO 

(ii) Rs.I0,000-25,000 

(iii) Rw. 25,000-50,000 

(iv) E~ceeding Rs. 50,000 

5% 

61% 

Rate of interest 

7lto 9 % (See (iii) below) 

9% 

The loans disbursed through Zila Parisha<.ls, being of small amounts would 
·be mainly to artisans and households (cottage) industry units, operating on a 
family labour basis and, therefore, may prove more useful for enhancini: in
come~ of the families and reducing under-employment rather than in creating 
a6ditiona1 whole time jobs to a significant extent.· The scheme has been in ope
ration since 1962 and the total amount disbursed by Zila Parishads till 1970-71 
w~s to the tune of Rs. 155.58 lak:hs. The loans are at 5% rate of interest, block 
loans repayable within a period of ten years in regular instalments. fhe dis
tricts which have received the largest amount were Sangli; Poona, Ahmednagar, 
Sholapur, Jalgaon, Osmanabad, Aurangabad and Nasik (each above Rs. 7 lakhs). 
Looking into the figures of allotments and drawings during 1962-1971, one gets 
the impression that the allotments are not made strictly on the basis of poten
tial and requirements of the districts. The main basis seems to be a districft 

.capacity to disburse money. ln most of the cases the amount allotted bas been 
fully drawn and, therefore~ a claim for higher amount -in the next year's alloca
t·ioil is ensured. In the absence of data, it is not possible to evaluate the impact 
af these loans on production and employm~nt, but the basis approach itself does 
Jlot seem sound enough to make much 1mpact. Financial targetting without 
any prior planning on the real side tends to lead to indiscriminate and ineffective 
4iisbursement. besides leadinJ to the problems of financial discipline and recovery. 

The loans granted by MSFC are, however, expected to be more !'roject· 
.oriented and according to the reqmrements. The loans at concessional rates a~ 
per schedule given earlier vary between Rs. 10.000 and Rs. 1 lakh. MSFC 
advances the loans from their own funds, but th.e state Government guarantee!! 
to reimburse losses incurred by the Corporation to the extent of 100 per cent 
and pays a subsidy equal to the •tipulated and corporation's general rate of 
inter_est. . Hesid~s~ the Corporation has its own scheme of financing small and 
medmm mdustnes beyond Rs. I lakh upto Rs. 20 lakhs. The Corporation has 
<luring 1961-71 disbursed loans amounting to Rs. 4282.96 lakhs. During 1970-71, 
out of the total loans of Rs. 1168.22 lakhs, Rs. 998 lakhs (85 per cent) went to 
the •mall sc~le concerns. It rna¥ be expected that the MSFC loans being of a 
substantial size would have significant rmpact on the growth of industries and 
employment. Looking into the figures of employment in the factory •ector over 

·.the period 1961-71 and the n'!mber of units and gr'?wth in the non-factory small 
•ect"r (employment 5-10) uruts and employment-~n them in 1971 one can 
broadly say that (i) the districts-wise distribution of MSFC loans has been in 
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line with the relative. importance of each district in terms of the. (a) SSI unitk 
and therr growth durmg 1961-71 and (b) employment in the non-factory sector 
umts (5-10 workers) in 1961-71 and (ii) the districts having the relatively high 
~mounts _of MSFC loa~ were also !he districts which generally had a higher 
mcrease m employment m the orgamsed sector during 1961-71 and/or 1966-71. 
The figures of loans by Banks under the scheme are not available district-wise. 
rhe Bank of Mabarashtra sanctioned loa\)S amounting to Rs. 76.82 laKhs to 
small uruts under the scheme of which Rs. 34.67 lakhs in Poona Division 
alone. · 

Besides the provision of financial assistance, Maharashtra Government a}s() 
bas a scheme of subsidy on _power consumption by small scale industrial units 
.;erved by thermal power statiOns as they have to pay a higher tariff than those 
served by hydel power stations. A subsidy equivalent to the difference between 
the actual rate paid and 9 paise per kilowatt for the consumption of first 3 000 
units of pJwer per month is paid to such units. The scheme came in fore~ in 
1966 and during 1966-71 a total sum of Rs. 18.07 lakhs was paid as 'ubsidy · 
Sangli district alone claimed for about Rs. 5 iakhs, the other districts which 
received more than one lakb of rupees being Jalgaon, Koibapur and Nasik. 

(iii) Scheme for the Development of Backward Area.s.-For promoting in
dustrial a..;tivity in less developed areas of the state, the incentives are provided 
by MSFC as well as SICOM. MSFC provides financial facility between 
Rs. 25,004.' to 50,000 to small scale units in Konkan, Vidarbha and Marathwada 
·at 7-!% iuterest and at 8% to other areas than the Greater Bombay wh~re the 
rate is 9~.. No concessional rates for areas, however, exist for the loans below 
Rs. 25,000 and above Rs . .50,000. During 1966-71, the less developed districts 
and area• of the state have received a substantially larger share of MSFC loans 
than they received during 1961-68. Since 1970-71, the MS_FC is also ~perating 
the soft-ltJan scheme introduced by the State Government m collabor~twn wi~ll 
Industrial Development Bank of India. Under the scheme I? dtstncts (vi~. 
Bbandara, Chanda, Buldhana, Yeotmal from Vidarbha, all five dtstncts of Maha
rathwada and Dhulia, Jalgaon, Kolaba and Ratnagiri) have been declar.ed indus
trially backward, and the new industrial units in these d1stncts are ehgtble for 
concessional effective rate of interest at 6 per cent on loans upto an amount of 
Rs. 20 lakbs. 

SICOM is another state agency, which was set up in 1966 with enc<;mrage
ment of the development of potential growth centres in t~e State outs1~e t~e 
already industrially saturated areas, as its purpose. As pomted out earher. tts 
financial assistance consists of capital participation. guarantees and loaD:s--botb 
f<>r fixed and working capital requirements. Till 1970-71, _the_ CorporatiOn had 
sanctioned a financial assistance of Rs. 254.84 million to untts m .u~derdevc~oped 
areas (the total loans sanctioned to all areas being Rs. 331.65 mtlhon), wht~h i• 
expected to 'catalyse' or rehabilitate a total investment of Rs. 804.36 m1lhon 

·in these areas. The total assistance disbursed, however. amounted to Rs. 1.:10,91 
million of which Rs. 82.72 million were in under-developed areas expected t() 
'catalyse' Rs. 349.04 million of investment. 

Besides providing financi~l and other assistance on their own, the SICOM 
also acts as agent for the State Government's •pac~age Scheme . of lncet_thves' 
since 1969. Under the Scheme the following incenttves are provtded to mdus
trial units in underdeveloped areas, that is areas outside Bombay-Thana-Panvel 
and Khopoli-Chinchwad-Poona areas. (i) "Refund" of the s~les tax (Central 
and State) paid by the units on raw materials purc~ased and fi_mshed goods sold; 
(a) subject to a maximum of 8 per cent of the mvestment m ~xed assets, for 
each of the six years from the date of production to the new umts to be started 
in underdeveloped areas (b) subject to a maximum of ~5% of the ~x~d ass~ts 
to be created in the underdeveloped areas after 1-4-1969, 1!1- c~se of extstmg Untts 
in the developed areas of Maharashtra starting new umt tn underdevelo~ 
areas and also of the existing units itt underdeveloped areas of Maharashtra If 
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lne sales tax liability during the three consecutive years prior to the year of 
application is Rs. I lakh (as against Rs. 3 lakh in the case of new units in under
developed area and existing units in developed area starting a new units in 
underdeveloped areas). The refund is given in the form of interest free loans 
\.\ithout any security and repayable in three annual instalments after 18 years 
from the date of disbursement. (ii) Rebate on electricity tariff by Mararashtra 
State Electricity Board to the eligible units having a load more than 200 kw~ 
so as to bring the tariff on par with Tata's tariff in Bombay, The rebate is avail
able for 5 years. (iii) Exemption from Octroi duty on the import of raw mate
rials, capital equipment, and building materials, by eligible units. (iv) Exemption 
from the payment of ·royalties on water drawn from public water sources. (v) 
Exemption from non-agricultural assessment of the land allotted to vr ta~e!l 
up by eligible units ; and (vi) contribution of 75 per cent of the cost of feastbl-
lity studies on the project approved by SlCOM, · 

The various financial incentives offered by SICOM on its own or through 
the Package scheme as well as other assistance in the form of plant location 
service, project inVestigation and project ·implementation assistance go hand-in
hand with the M IDC's activities such as setting up of industrial estates and pro~ 
·viding basic infra-structure facilities like .water facilities etc. The MIDC has 
also a built-in bias in favour of the underdeveloped areas, in the form of a 
heavy subsidy on the price of plols in Industrial estates (e.g, the rate is Rs. 66 
per square metre in Marol Estate and Rs. 1.25 p.s.m. in backward areas). Of 
the 33 estates established by ]\11DC, 22 are in underdeveloped regions. The 
overall impact of MIDC's activities till 1970 was. however, predominantly in 
developed region where 716 of the total 806 production units under the pro-
gramme were located. · 

SICOM's activities started only after 1966 and the impact might start be
coming visible only now. It has not been possible to procure the nece.sary 
material to have an idea of the: incentives and assistance offered by it to v-:tnous 
districts except the overall figures as given above. It may, however, be ntJt~d 
that SICOM has been concentrating its efforts on selected centres, mainly Nastk 
and Nagpur till recently where it has promoted 86 and 66 units with capital 
investments of Rs. 16 crores and Rs, 30 crores re.•pectively, 

II. Employment: District-wise Growth and Distribution 

According to the Employment Market Information statistics collected by 
the Directorate of Employment, the number of workers employed in the orga
nised sector (i.e. in units employing 10 or more workers) was 18.04 lakhs in 
1961, 22,71 Iakhs in 1966 and 26.45 in 1971, thereby indicating a growth of 
47.11% over 1961-1971 and 16.86% over 1966-71, Data for the whole period 
1961-71 were available from the EMl scheme only for Greater Bombay, Nasik. 
Poona, Sholapur, Kolhapur and Nagpur; for other districts they are only for 
the period 1966-71, (It may, however, be noted that most of the incentives be
came effectively operative only during the later half of the 1960's), So far, a• 
the above six districts are concerned, the largest increase in employment dunng 
1961-71 was registered by Poona (Ill%), followed by Kolbapur (72%), Nasik 
(66%), Greater Bombay (36%). Sholapur (28%) and Nagpur (13%). While jn 
case of Greater Bombay, Nasik, Poona and Kolhapur the absolute increase in 
~mploym~nt registered a steady increa~e over the whole period, most of the 
mcrease m Sholapur was registered dunng 1961-66 and in Nagpur during I %6-
71, 

, I?uring, 1966-71, the district with !he lowest employment figure in 1966, th,at 
IS, Bhtr, regtstered la~gest percentage mcrease (117) in employment, Other dts
trtcts whtcb had a htgher than state average (17%) rate of growth in the em
ployment in organised sector are: Osmanabad (62.50%). Wardha (57.14%), 
Thana (49%), Aurangabad (41 %). Poona and S~ngli (36%). Satara (34%), Kol
t;apur (31 %), Jalgaon & Kolaba (29%), Parbham (26%), Buldhana (25%), Akola 
(.4%), Yeotmal (19')(,) and Bhandara (18%), The lowest growth rates wer" 
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registered by Dhulia (5%) and Greater Bombay (6%), Chanda registered au 
actual decline in employment by one thousand. Osmanabad Division had tho 
highest gain (52%) and Bombay, the lowest (11 %). 

Information on the employment in the non-factory sector is not available 
on regular basis. We have, from a 1971 Survey of small scale units conducted 
-by the Bureau of Economics and Statistics, figures of employment in units em
ploying 5 to 10 workers,. for each of the districts. The total employment in all 
such units in the state is found to be 2.1 lakhs of which more than 86.000 wa• 
in Greater Bombay. Other districts which have greater than ten thousand 
workers in those small units are Nagpur (25,000), Sholapur (19,900), Poona 
(10,700) and Kolhapur (10.000); these five districts thus claiming around 75 per 
cent of the total employment in the establishments employing five to ten worken. 
Of the employment in the organised sector also these five districts alone claim 
for around 70 per cent of the State total. 

A study based on Census figures found that (i) over the decade 1961-71. 
the share of Greater Bombay in industrial employment of the State decreased 
from 51 per cent to 49 per cent In terms of factory employment, the share of 
Greater Bombay declined from 64% to 59% during the period. (ii) The 'rest 
of Maharashtra' gained in employment mainly through the units employing 
more than 50 workers, while major part of a 3.04 per cent annual rate of in
crease in employment in Greater Bombay (against 3.75 per cent in ·rest of 
Maharashtra') was contributed by units employing less than 50 workers. (iii) 
Of the total gains in employment in the 'rest of Maharashtra' 72%" was claimed 
by Thana, Nasik, Poona, Sangli and Kolhapur and the whole of the increase in 
factory employment in the state was accounted for by these districts only. Thana 
and Poona claimed the major share, the former having gained both through units 
with 50 or more employees as well as small units while the latter gained only 
through the relatively bigger units. 

III. Relativ~ Role of Various Incentives: Some Stray Observations 

On account of the lack of detailed information on the incentives and units 
on which they were administered, it is not possible to evaluate the il!)pact of 
incentives with a degree of precision. As pointed out earlier~ we have district
wise figures of financial assistance given in case of some of the schemes. \Ve 
could not get the similar information on Package Incentive Scheme and other 
schemes administered by the SlCOM. On the employment side, we have the 
figures regarding the mcrease in employment in each district in the · orgamsed 
sector for the period. 1966-71 and in case of some districts for 1961-71. For 
the unorganised sector we have employment figures at a point of time. Cc:nse
quently any. ri~orous ~nd. overall analysis is n;ot J?OSsiblc. One m~y onl~ look 
at certain d1stncts wh1ch have done extra-ordtnarily weB and see If the lncen
tives have also been significantly in operation there without being sure if the 
latter have any casual link with the former. 

• Certain districts which registered above SO per cent increase in organised 
sector employment (although they started with a very low base) during 1'166·71, 
namely Bhir, Osmanabad and Wardha Tank quite low in terms of the bcn~~ts 
of financial assistance they have received from MSFC, and subsidy on electnc1ty 
consumption ; al_though the first .two have received about or above aver~ge sh3:rc 
of the Zila Panshad loans (wh1ch average to around Rs. 6 lakhs). The Zlla 
Parishad loans mi~ht have mainly effected employment, if at a~l, in. the unorg~
nised sector, but Jn none of these districts the employment 1n thts sector (m 
units employing between 5 & 10 workers) exceeds a couple of. t_ho1;1sauds .. It 
does not seem that SlCO M paid any special attention to these d1stncts durmg 
the period. The growth in employment, therefore, l?oks mor.e or less, auton~
mous. Jt may also be. observed t~at most of the mcrease 1D employment In 
these districts has been m the Pubhc Sector. · 
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Leaving aside Greater Bombay, the districts which have received largest 
amounts of MSFC loans are Thana, Poona~ Kolhapur, · Nagpur, Aurangbad, 
Sangli and Ratnagiri (all above one crores of rupees) ; and also a higher than 
average (except Ratnagiri.& Nagpur) amount of Zila Parishad loans and rebate on 
electricity tariff (exceQt Ratnagiri and Thana). They also had substantial in
crease (more than double the average) in the employment in organised :o;ector 
with the exception of Ra;nagiri and Nagpur. Recently (during 1966-70) SlCOM 
also paid concentrated attention in Nagpur. The major part of the increase in 
employment in Nagpur occurred during 1966-71. Thus SICOM seem to have 
instilled some growth in otherwise stagnant economy of Nagpur. Also, leaving 
aside Greater Bombay, Nagpur is the district with the highest level of employ
ment in the units employing five to ten workers in 1971. 

The other districts which received a larger than average share in assistanc;e 
of various forms are Nasik (which is another Centre where SICOM bas ooncen
trated its activities), Ahmednagar, Sholapur, Parbhani and Nanded ;_the respec
tive percentage increases in organised sector employment are Nasik, 66% during 
1961-71 and 13% during 1966-71; Sholapur, 28% duririg 1961-71 and I% dur
ing 1966-71, Ahmednagar 8.06%, Parbhani 26% and Nanded 50 per cent during 
1966-71. Sholapur, however, had around 20,000 workers employed in the un· 
organised sector in 1970, a figure lower only to Bombay and Nagpur. Among 
other districts with a higher than average rate of growth in employment are 
Jalgaon, Buldhana, Akola, Yeotmal and Bhandara (all in Vidarbha region) in 
all of which the share of assistance received was much below· the average. 

Looking into the absolute figures of increase in emplo:Yrneni in the orga
nised sector, one finds that during the period 1966-71 for which the figures for 
all districts are available, the order of districts is as follows. Greater Bombay 
(70.000), Poona (68,000), Thana (50,000), Bhir and Jalgaon (18,000 each), Nagpur 
(16,000), Kolhapur and Aurangabad (13.000 each), Sangli and Wardha (12,000 
each), Satara (I 1,000), Osmanabad (10,000), Nasik (9,000), Nanded & Akola 
(8,000 each), Kolaba (6,000), Ratnagiri, Ahmednagar, Parbhani and Bhandara 
(5,000 each), Buldhana and Yeotmal (4,000 each), Amraoti (3,000), Dhulia 
(2,000), Sholapur (1,000) and Chanda (1.000). With the exceptions of Bhir, Jal
gaon, Wardha and Satara, which registered a high increase in employment ,and 
received relatively lower amounts of assistance and Ratnagiri, Amraoti and 
Sholapur which received relatively higher amounts of assistance and registered 
a low increase in employment, the rankings of districts by assistance and increase 
in employment were mOre or less similar. It is difficult to saY whether there :was 
any casual relationship between the two and if there was any, in which direction, 
that is, whether higher actual increase in employment prom_pted institutions to 
power in larger assistance, or the assistance led to an increase in employment.. 
Existence of a casual relationship would, however, be considered desirable 
irrespective of its direction. 

The above observations relate to the relative position of distriCts mainly on 
the basis of the amount of MSFC loans received by them, which, by far is the 
largest single form of assistance. Districts like Nasik, Poona, Sangli, Auranga
had and Kolhapur with relatively high increase in employment also received 
higher than average amounts of Zila Parisbad loans and subsidy on eli!ctric 
power consumption. But Jalgaon registered a high increase in employment in· 
!pite of low amount of MSFC assistance but much higher than average amount 
of Zila Parishad loans and subsidy on electric power consumption. Wardha 
and Satara bad higher increases in employment without substantial assistance on 
any account. On the other hand, Sholapur bad a low increase in employment · 
in the organised sector in spite of relatively high amounts of assistance on all 
accounts. It, however, had a large number (around 20 000) of workers engaged 
in units in the unorganised sector (employing between' 5 and 10 workers) for 
.,.hich assistance other than MSFC loans might have proved more effective. 
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TABLE 1 

Employment as at the end of March (in /akhs) 

District Organised Sector %increase Unorganised 
1961 1966 1971 !971 over sector SSI 

(Pub. sec- 1966 Survey(Bur•· 
tor) au) emploY· 

ment in 5-10 
Workers' 
units 1971 

2 3 4 5 6 

1. Greater Bombay. 8·16 10·46 -11·11 36•15* 0•8€4 
(4•72) 6·21 

2. Thana -99 1•48 49·49 0·090 
(0·37) 

3. Komba 0.21 0·27 28·57 0·029 
(0·17) 

4. Ratnagari . 0·29 0•34 17·24 0·063 
(0·29) 

S. Nasik 0·47 0·69 0•78 65·95* 0·028 
(0· 59) 

13•04 

6. Dhulia 0·42 0·44 4·76 0•023 
(0·39) 

7. Jatgrion 0·65 0·84 29·23 0·024 
(0•70) 

BOMBAY DIVISION 13·71 15·26 11·30 
(7·23) 

8. Ahmednagar 0·62 0·67 8•06 0·054 
(0·40) 

9. Poona 1·26 1·96 2·67 111·90* 0·107 

36•22 

10. Satara 0·32 0·43 34•37 0•038 
(0· 28) 

11. Sangali 0•33 0•45 36•36 0·018 
(0•26) 

12. Sholapur 0•78 1·00 1·01 28·30° 0·199 

(0•60) 1•00 

13. Kolhapur . 0·32 0•42 O·SS 71·87* 0·101 

(0•30) 30·95 
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1 2 4 5 6 

POONA DIVISION 4·65 5·87 26·23 .. 
(3. 51) 

14. Aurangabad 0·32 0·45 40·62 0·018 
(0•34) 

15. Parbhani • 0·19 0·24 . 26·41 0•015 
(0·20) 

16. Bhir 0·15 0•34 116·66 0·007 
(0·30) 

17. Nanded 0·24 0·32 50·00 0·015 
(0·23) 

18. Osmanabad 0·16 0·26 62•50 0•013 
(0·20) 

AURANGABAD 1·06 1·61 51•88 
DIVISION (1·27) 

!9. Buldhana . 0·16 0·20 25•00 0·011 
(0•16) 

20. Akola 0·34 0·42 23·52 0·030 
(0·31) 

21. Amraoti 0·34 0·37 . 8•82, 0·021 
(0·27) 

22. Yeotmal 0•21 0·25 19·04 0·010 
(0·20) 

23. Wardha 0·21 0·33 57·14 0·008 
(0·23) . 

24. Nagpur 1·35 1•36 1·52 12·54* 0·253 
(1•00) 

11•76 

25. Bhandara • 0·28 0·33 17·85 0·040 
(0·29) 

:i6. Chanda 0·39 0.38 0·007 
(0·28) 

NAGPUR DIVISION 3·29 3•80 15•50 2•086 
(2•96) 

MAHAR.ASHTRA 18·04 22•71 26·45 . 47·11* 
STATE (14·70) 

16·86 

*1961-1971 
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TABL!! 2 

Industrial Estates Programme8 (end of 1970) 

District No. of Sheds Sheds Units Employ-
Estates Const- working functioning ment 

(Functioning ructed 
only) 

31-12-70 

Bombay 3 480 345 269 6,194 

Thana I 20 16 6 78 

Kolaba I 3 . I I 18 

Ratnaeiri 4 43 26 27 372 

Nasilc· 1 103 70 37 634 

Dl!ulia 1 IS . 10 8 41 

J:'lgaon • 2 35 12 12 124 

Ahmednagar . 2 16 11 8 187 

Poona s 173 129 121 4,360" 

Sa tara 1 24 21 12 211 

Sangli 3 174 129 156 1,520 

Sholapur 2 57 . so . 33 586 

Kolhapur 2 159 156 208 1,814 

Aurangabad 3 41 22 21 261 

Bhir 1 s 4 .4 60 

Nanded. 1 70 49 26 156 

Osmanabad 1 10 7 s 49 

Parbhani I 8 3 3 22 

Akola . 
Amraoti 1 29 23 14 99 

Bbandara 

Buldhana 

Chandra pur 1 14 14 4 198 

Nagpur 1 52 30 :23 .320 

Wardha 

Yeotmal • .. 



TABLE 3 

District MSFC Loans Zilla Parishad Loans !'lank of Maharashtra Subsidy on Electric 
(lakhs of Rs.) {drawn) Loans under state Go't. power consumption 

Guarantee Scheme (Rs. to SSI units (lakhs 
Lakh) (disbursed) (of R•. 

1961-66 1966-71 Total 1962-66 1966-71 Total 1961-66 1966-71 Total 196€-71 

1 2 3 4 . 5 6 7 8 9 
.. 

10 11 

I. Greater Bombay 666·50 800.46 1,466.96 .. 
2. Thana . 199·23 349·88 549·11 1·83 3·40 5·23 0.23 
3. Kolaba . 36·33 52.32 88.65 2.17 2.70 4.87 .. · .... 0.02 -4. Ratnagiri 2·55 102.23 104.78 1.72 3.27 4.99 0.14 0 ...... 
5. Nasik 5.26 91.81 97.07 2.11 5.20 7.31 1·77 
6. Ohulia . 2·15 22·97 25ol2 2·37 1·74 4 ·11 .. 0.09 
7. Jalgaon 3·70 33.09 36.79 3.03 

.. 
4·75 7.78 2.16 

. Bombay division 915.72 1,452. 76 2,368•48 13•23 21·06 34.29 7·€4 10·52 18·11> 4·41 

8; Ahmednagar 7•86 61 ·66 69·52 4.03 5·36 9.39 .•. 0 ~ • 
0.10 

9. Poona .. 169.15 359.24 528.39 6·16 4·22 10·38 0·99' 
10. Satara ' 

5·32 25·24 30.56 1.32 3·89 5.21 0,38. 
11. Sangli 30·48 101 .44 131.92 5·55 7.92 13.47 4·93 
12. Sholapur . 23·25 71·85 95.10 3.37 5.2, 1·6d 8.54 
13. Kolhapur 41.24 281.9d 324•20 2-66 3.63 C.l9 ... l.tl 



TABLB 3-Contd. 

1 2 3 4 ~ 6 7 8 9 10 11 
---

Poona Division 278.30 901.49 1,179.79 23•09 30.31 ,3.40 13.03 21.64 34·67 9.46 

14. Aurangabad 21.74 114·39 136·13 2.96 4.40 7•36 .. 0•55 

1s. Parbhani. 1·70 60.96 62.66 1.50 3.73 5.23 0·19 

16. Bhir 3.60 26·34 29.94 0.08 

17. Nauded • 10.36 81.26 91.62 2-36 3.58 5.94 0.14 

18. Osmanabad 3.73 30•00 33.73 2.67 4.91 7.58 .. 0.13 

Aurangabad Division 41.13 312·95 354.08 11.86 20-22 32.08 4.16 4.85 9•01 1.09 ..... 

19. Buldhana 1-13 22.42 23.55 1•47 3·20 
0 

4·67 0·24 
..,.. 

20. Akola • 5•30 35·16 40·46 1•67 2•58 4·25 0•42 

21. Amroati 9·42 38.76 48.18 1·87 3·81 5·68 0.40 

22. Yeotma1 1·25 35.90 37.U 1.87 3·04 4·91 0•28 

23. Wardha· 5•07 32·45 37·52 1·87 2·32 4·19 0.30 

24. Nagpur. 29.05 124·98 154·03 2·36 1•93 4.29 0.94 

25. Bhandara 1.57 19·20 20•77 1·42 2•64 4·06 ... 0.28 

26. Chanda 3·04 15•91 18·95 1·56 2·20 3·76 0·26 

Nagpur Divi<ion 55·83 324.78 380·61 14·09 21·72 35·81 4·88 10·10 14·98 3·12 

ToTAL 1,290·98 2,991•98 4,282-96 62·27 93·31 155·58 29·71 47·11 76·82 18•07 
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TABLB 4 

SICOM 

Summary of Financial As!ri.!tance 1966-71 

1. UnderJPriting 

No. of cases 

Amount 

2. Direct Subscription 

No. ofcases 

Amount 

!. Guartmtee 

No ofcases 

Amount 

·. 

4. Loans in underdeveloped areas 

'No. ofcases 

Amount 

S. Total financial Assistance in underdeveloped areas 

No. ofcascs 

Amount 

6. Short term loans in Development Areas 

No. of Cases 

Amount 

7. Toto/. Assistance 

No. of cases 

No. of units .. 

Amount 

8. Project cost expected to be catalyscd 
habilitated in underdeveloped areas 

.. 

or re ... 

Sanctioned· 

12 

13.20 

6 

2.90 

I 

0.81 

390 

237.88 

409 

254.85 

~3 

76.80 

462 

379 

3-31.65 

804.36 

(Rs. Million) 

Disbursed 

7 

7.04. 

4 

0.97 

171 . 

74.71 

182 

82.72 

43 

58.19 

225 

177 

140.91 

349.04 



ANNEXURE V 

Industrial incentives in Gujarat 
I. lntroductioa 

Tho purpose of this appendix is two-fold. It begins with a discussien of 
the industrial development experience of the Gujarat economy during the period 
1960-69, with special reference to the position of different districts of the State 
economy. The purpose of this is to analyse in detail disaggregated industry 
level data to determine the relative position of different Districts in the State 
industrial economy and to isolate industrywise changes that have taken place 
during the last decade. In particular an attempt is made to identify fast grow
in~: industries. Secondly an attempt is made to piece together the role of 
special financial and other governmental agencies involved in aiding the pro~ 
cess of industrialization in Gujarat, with particular reference to their impact 
en backward regions. 

D. Strnctnral Aspect. of lndustrializatioa ill Gujarat 1960·69 

Table I (based on Appendix Table I) gives the distribution of industrial 
employment by the districts of Gujarat in 1960 and 1969. · Data refers to regis
tered factories (factories employing 10 or more persons and registered with the 
Chief Inspector of Factories, Gujarat State). The table shows that there has 
been some re-shuffling in the ranks of different districts in the industrial picture 
of the State economy. In 1960 Ahmedabad, Baroda, Kaira, Mehsana, Bhav
nag.r and Rajkot were the 6 most industrially developed districts of the Stato 
economy.. Together they accounted for 78.60 per cent of aggregate industrial 
employment. During the decade as a whole the growth of industrial & ~mploy
ll'lent in Ahmedabad was vert low. It was only 0.07 per cent per annum 

TABLB I 

Di•tribution of Induotrial Employment by Di•tricto af Gujarat, 1960-1969 

Name ofDistrict fndusfrial Employment in Rate of 
District as. percentage of growth of 

Gujarat Total Indu•trial 
Employment 

1960 1969 ·%per-year 
Compound 

1 2 3 4 

Alunedabad • 52.62 (!) 42.26 (I) 0.07 

Bhavanagar • 3.82 (5) .3.21 (9) 0.54 

Amreli 0.49 (16) 0.55 (16) 3.38. 

Junagadh 2.54 (10) 3.39 (7) 5.27 

Jamna&ar 3,23 (8) 3.11 (10) 1.89 

Kutch 0 .. 84 (l~) 1.0 (14) 0.04 

Rajkot 3.50 (6) 4.15 (6) 4.05 
-· 
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1 2 3 4 

Surendr~u.agar 3.17 ( 9) 3.00 (II) l. 73 

Banaskantha 0.14 (17) 0.09 (17) -2.35 

Mehsana 4.15 (4) 3.32 (8) 0.03 

Gandhinagar 0.09 (17) N.A. 

Sabarkantha 1.27 (14) 0.91 (15) -1.01 

Kaira 5.54 (3) 6.08 (4) 3.27 

Panchmahals 1.59 (13) 1.24 (13) 0.19 

Baroda 8.97 ( 2) 11 .88 (2) 5.20 

Broach 2.30 (12) 2.49 (12) 3.10 

Sural 3.35 ( 7) 8.03 (3) 11.63 

Dangs : 0.01 (18) 0.01 (19) 8.66 

Bulsar 2.47 (II) 5.19 (5) 10.19 

GUJARAT 100.00 100.00 2.29 

Source : Data refers to Number of Workers Employed in Registered Factori~a 
in Gujarat, as obtained by Chief Inspector of Factories, Gujarat state (Appendix 
Table I). 

Note : Figures in Brackets refer to rant of District., 

ao compared to 229 per cent per annum for the State as a whole. Although 
the relative share of Ahmedabad in the State in terms of industrial employment, 
declined from 52.62 per cent in 1960 to 42.26 per cent in 1969, the district still 
remained the industrially most developed region of the state. Baroda with a 
rate of growth of industrial employment of 5.2 per cent maintained its relativ• 
rank and improved its relative position by increasing its share of total industrial 
employment from 8.97 per cent to 11.88 per cent durins the period 1960-69, 
Sural and Bulsar with rates of growth of industrial employment greater than 
10 per cent per annum became a part of the most industrially developed districts 
of Gujarat and Bbavnagar and Mehsana with rates of growth of industrial employ
ment leso. than half of I per cent per annum dropped out of this li!t. In 1969 
the six most industrially developed districts of the State were Ahmedabad, 
Baroda, Surat, Kaira, Bulsar and Rajkot. They accounted for 77.59 per cent of 
aggregate industrial employment in the 1';tate. Details of the industrial composi
tion of employment in each district in Gujarat in 1960 and 1969 are given in 
Appendix I and details of the rate of growth of industrial employment, industry
wise in each district of Gujarat are given in Appendix II. 

Table II lists the important industries of Gujarat which account for mar• 
than three quarters of its total industrial employment in 1960 and in 1969. Two
thirds of the total industrial employment in the State in 1960 and more tbaa 
half of the total industrial employment in 1969 is accounted for by the textile 
industry and gins and presses. The percentage sha<e of the machinery industry 
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TABLE ll 

Major Employment Generating Industries of Gujarat 

Name of Industry 

Gins and Presses 

Mise Food Preparations 

Spinning, Weaving & Finishing of Textiles 

Basic Chemiclas 

Mise. Chemical Products 

Structural Clay Products 

Machinery (except Elect.) 

% of Aggregate Industrial Employment in Gujarat 

Source: Appendix Table L 

Percentage of Aggre-
gate Gujarat Indus• 

trial Employment 

1960 1969 

10.79 9.13 

5.39 5.53 

56.57 46.71 

2.26 2.35 

1.40 3.13 

2.80 2.€4 

3.72 7.15 

84.93 76.€4 

(except electrical machinery) has gone up from 3.72 to 7.15. The remammg 
major industries are miscellaneous food preparations, basic chemicals and mis
cellaneous chemical products and structural clay products. The Industrial core _ 
of the Gujarat economy therefore still seems to consist of textiles, chemicals and 
non-metalic mineral products, with machinery industries becoming more impor
tant during the last decade. • 

The above description of the industrial structure of the State economy how· 
ever hides certain imgortant variations in the rate of growth of industrial em
·ployment as between different industries. A detailed analysis of the industrial 
record of the State economy shows that agro-based industries and engineering 
industries are at the core of the fast growing industrial sectors of the State eco
nomy. Table III below shows that during the last decade the fastest growing 
industries in the State with a rate of growth of industrial employment dreater 
than 20 per cent were electrical machinery industries, bicycles and jewellery. 
Closely following were the agro-based industries of dairy products, canning and 
preservation of fruits and vegetables, grain mill products and bakery products 
which recorded a rate of growth of industrial employment between 15-20 per 
cent per annum. In this category also falls industries such as forrous metal in· 
dustries, ship building. including repairs, etc. The details given in this table 
confirm that the rate of growth in industrial employment was high in agro-based 
and engineering industries. Miscellaneous chemical products and cement also 
showed a rate of growth of industrial employment greater than 10 per cent. 

•For detailed analysis of this aspect see Y. K. Alagh. K. K. Subrahmanian 
and S. P. Kashyap: Interregional Industrial Structure in a Developing Economy; 
A Concept Frame with a Case Study, Journal of Regional Science, Vol. U, N<>. 
3, 1972. 



TABLB III 

mg.'1 B nploymellt Gro.vth Industries In Gujarat State 

Annual Average Rate ofGrowth Compound % (1960-69) 
--------~ 

2.29-5·00 

1. Misc. Food Pre
paration 

2. Knitting Mills 

s-ot-JO·oo 

I. Weaving Allparatus 

2. Lelther Products 

10.01-IS.OO 

I. Sugar Factories 
& Refineries 

2. S )ft Drinks, etc. 

. 15•01-20.00 Great or than 20.00 

!. Elec. 
Machinery 

I . Dairy Products 

2. Canning and Preservation -2. Bicycles 
of Fruits & Vegetables 

3. Boots & Shoes 3. Glass and Glass Pro- 3. Furniture and Fixtures 3. Grain Mill Products 3. Jewellery 
ducts 

4. PL1Ip,1uper & Paper 
Board Mills 

4. Pottery, China, etc. 4. Misc. Chemical Prod cts. 4. Bakery Products 

5. Tanneries etc. 5. Non-metallic Mineral S. Cement 
Products 

6. Ruber & Rubber Pr')du- 6. Machinery (except 
~ts. Eloct. Machinery) 

6. Metal Products 

7 Ba~!c Chemicals 7. Repair of Motor 
Vehicles, etc. 

8. Non-Ferrous Metal Tn· 8. Musical Instru-
dustries ments 

9. Photographic Goods 9. Water SuppJY 

Sourc1 : Appendix Tablo II. 

S. Ferrous Metal 
Industries 

6, Ship Building 
(Incl. repairs) 

7. Watches & Clocks 

8. Gas Manufacture and 
Distribution 

-~ 
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The details given in Appendix Table II can be used to isolate the industries 
-which have been developing fast in the backward districts of the State. These 
include gins and presses, manufacture of grain mill products, miscellaneous food 

-preparation, textiles,. printing, etc.,. basic chemicals, structural clay products, 
non-metallic mineral products, metal products, ferrous metal industries, machi
nery except electrical machinery and repair of motor vehicles. It can therefore 
be seen that the backward districts have participated in the growth of some of 
the new leading industrial sectors in the State economy such as: the engineering 
industries, while in some cases such as textiles and non-metallic mineral product3, 
growth of employment in the State has mostly taken place in the backward 
regions of the State. 

Appendix Table III compares per factory employment in different indnstries, 
in each district of Gujarat in 1960 and 1969. The results are somewhat ambi
guous. Per factory employment in the aggregate seems to have increased in 
virtoally all the industries of the Gujarat economy during the last decade. 
However there are significant exceptions to this trend. Per factory employ
ment bas declined in the following industries in the period 1960-69 ; sugar, 
confectionery, etc., textiles, knitting mills, wood and cork, plup and paper. 
rubber and rubber products, structural clay products and non-metallic mineral 
productS. Thus in the traditional industries of the state9 namely, textiles- and 
non-metallic mine~;al products and certain natural resource-based industries 
such as wood, paper, rubber, etc., average employment per factory bas dec
lined. This is possible due to technological changes and rationalisation affe.cted 
in the operation of such factories. A detailed look at· Appendix Table Ill 
does not show any major interregional variations within the State in . theSe 
trends. The changes seem to be taking place on an industry-wise rather· thltn 
a region-wise pattern within the State. Table 4 below however analyses the 
size structure of the distribution of factories by employment class in the district 
of the Gujarat economy. As expected the proportion of factories employing 
500 and above workers is greater than the State average in the case of Ahmed· 
abad and Baroda districts. Ho~ver this proportion is also relatively higher 
in Kutch, Surendranagar and Mehsana. In general no systematic size structure 
differences seem to be observable amongst regions classified by different levels 
of industrial development. To take an example, in six backward districts and 
in only one developed district, is the proportion of factories employing less 
than 50 workers smaller than the average for- the State as a whole. This would 
tend to suggest that small industries also show concentration around industrially 
developed centres of the State economy. 

We have concentrated ma.niJy on an analysis of the structure of industria
liSation in l.}ujarat based on registered factory employment data. Annual Sur
vey of Industries also gives information on different industrial characteristics 
for the large scale industrial sector. This information is available only upto 
1966. The available data is analysed in Table V below. This table shoWS 
that in current prices capital per employee as well as · output per employee 

llas increased considerably between 1960 and 1966 in each district of the State 
economy. We also tried to. find out if the raw materia) component per rupee 

.. of gross output is higher in the less developed districts. 



TABLE IV 
Distributio.1 of R. 'Ji,·t:rJd F~:to:i<l a·&J C1:o;pnli1J a•JraJa siza of w3!:Cers tlw~in a~1111g Districts of Gujdrat 

· · by size Groups of Workers : 1969 

Bhavna: ' Surendra- Banaskan- Mehsaoa Size Groups of Ahmeda- Amreli Junagadh Jamnagar Kutch Rajkot 
Worke~s, bad gar nagar tha 

1 2 3 4 s 6 7 8 9 10 11 

1. J;le1ow: SO F (77•17) (87·37) (83-34) (74·73) (7S·9S) (71··43) (33-38) {58·88) (84-62) (68•10) 

w 18·01 16·41 15•22 19:.23 ·18:75 18-60 20·40 24-71 21·09 25•24 ... 
F (9~ 13) ,(N6) (4·76) (!2:90) :(7-8,9) (IN4) (10.•07.) (14-95) (15•38) (14·28) 

,_. 
2. 50~99 ,_. 

w 74•76 70·7~ 53-SQ 70·17, 73.·31 72•00 73·3.8 73-SQ 5l•50 69·17. 

3. 10~99 F (7·79) (6·14) (9•52) (10·22) (ll•58) (12•25) (6:30) (21•50) (-) (16:67) 

w 190•54 201·83 200•75 299-89 233-41 203·50 214·88 212·17 233-43 

4. 500~above F (5•91) (1·03), (2·38) (2•15) 
' ' 

(1·58) . . 
(4·08) (0•28) . - . 

(4-67) (-) (5-95) 

w 1,897·38 1,188·00 705·00 1,121•75 832'33 807·50 1,159·00 818•00 1,504•40 

'--

ALL GRoUPS F (100·00) (100·00) ' (100•00) (100·00) (100•00) (100·00) (100·00) (100·00) (100·00) (100•00) 

w 147;68 42•76 ~1·14 71~04 60·76 7~·98 40•85 109•37 25•77 154-26 
~-



Size Groups of Gandhi· Sa bar· Kalra Panch· Baroda . Broach Surat Daogs Bulsar GUJARAT Workers nagar kantha · mahals 

ll 13 14 IS 16 17 18 1!1 20 21 

I. Below 50 F (60•00) (39-53) (77-09) (77-42) (57-06) (41•25) (82·94) (100·00) (81•13) (76·25) 

w 19•67 27·23 21·13 23·58 2iol7 20·03 15·66 39·00 18·04 18•67 

2. 50-99 F (20·00) (32·36) <ts·:m [(14·S2) [(18·73) (20•00) ~(7·73) (-) (8·18) (10·88) 

w 6S·OOJ 73·71 63-44 91·88J 64·75 7S·OO 69·47 ~ 72-31 70•56 

3. 100-499 F (20·00) (27•91) (6•21) (6·4~) 1(19·02) [(3NO) (8·31) (-) (8•80) ( 9·96) --w 222·00 113·00 179·38 163·25 237•61 200•17 208·16 119·86 208·19 
N 

4. 5()().-,above F (-) (-) (1·43) (1·61) (S·19) W·2S) (1•02) (-) (1•89) (2·91) 

w 1,440•00 2,333•00 1,237•67 1,8~0·00 922·86 1,353·00 1,554•61 

~ 

Au. GROUPS F (100•00) f(100·00) (100·00) (100·00) L(IOO•OO) l(IOO•OO) (100·00) (100·00) (100•00) (100·00) 

w 69·20 83·05. 57•73 79•75 133-60 121·45 45·07 39•00 63•67 87'83 

NoTs.-Worked out on the b1•is of CIF D.\ta·Re~istered factories (sqbmitting returns) 
F-(Percentage of Factories). 
W-Average size of workers.J 



TABLB No. V 
S!r:l;ture o~ Gljlr.lt l1ll;try .1·nn.: D';trictJ of G·•jar.Jt : 1950 and 1966 

P~r F.Lctory P~r En;>loyee Pw· P~r E n)loy~• G:o" Por E'llployee Net Nel value added Raw Ma'erial 
District E<n)loymont ductive Capital Output Value added by by manufaclure Component per 

Manufacture per productive Gross output 
(Nos.) (Rs.) (Rs.) (Rs.) Capital effected 

1960 1966 1960 1966 1960 1966 1960 1966 1960 1966 1960 1966 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 

1: Ahmedabad 795•61 560·97 4,730·86 6,836·07 8,932·22 15,398·34 3,254·14 4,338·08 0·69 0·63 0•64 0•72 

2. Bhavnagar 327·57 263·72 5,574·95 4,081·16 10,802·68 21,179•74 2,638·45 3,114·78 0·47 0•76 0•76 0·~6 

3. Amreli 194•80 310·75 16,578•02 27,089•30 6,362·42 21,007·24 101•64 14,763•47 0·01 0·54 0·98 0·30 -.... 
4. Junagadh . 203·32 226•54 5,674.21 15,858·74 13,319·89 29,902·46 2,319·30 6,205,89 0·41 0·39 0•83 0·80 

w 

s. Jamnagar . 432·57 244·72 11,487•12 21,796·19 19,175·91 35,812·03 4,545-13 12,610 ·17 0·40 0·58 0•76 0•65 

6. Kutch 208·86 167·00 3,273·26 11,268·71 2,474·01 9,356·66 887·48 2,414·67 0·27 0·21 0·64 0•75 

7. Rajkot 199·30 126·80 3,710•99 9,101·11 7,258 ·07 22,259 ·47 1,954·51 3,464·77 0·53 0·38 0·73 0·85 

8. Surendra-
nagar 221•63 182·57 4,476•73 4,781·78 5,313•17 7,227·21 1,277·92 2,397·89 0·29 0·50 0·76 0•67 

9. Banaskan·1 2,629-421 3,467·741 , tha • • 432-85 41•33~ 4,797·7215,225-80 8,698·90 17,919·35 '"} 0·66 (5•70} 0.81 

r2.383·03/ 10. Mahsana .~ 45·85 339·25J 11,554·49 0·31 0.80 
7,687-951 

11. Gandhi-
N.A.J J N.A.J 

nagar N.A. N.A. N.A. J NA. 



I 2 3 4 5 6 7 8 9 10 Jl 12 13 14 

!2, Sabarkantha 76'06 87'57 3,472'91 3,248,'78 11,831 '47 12,495'50 1,019'92 1,067.13 0•29 0'33 0·91 0·13 
13. Kair3 232•34 177·91 : 4,~76•76 13,418•71 11,654·31 23,437•55 2,855·~7 ·. 4,215··19 O·ti2 0·31 ()•75 '0•83 
14. :Panch• 

mahals 295•75 240·00 $.402.·16 5,770·83 6,771•771?.3,45b•94 1,831 ·57 2,920·37 0·34 il·S1 0•73 1i•98 

15. Baroda 266·90 212·84 4,859·97 20,571•70 10,182•23 25,032•29 3,800•72 3,899•81 0·78 0•29 0·63 0·77 

16. Broach 103·36 144·80 2,100•49 2,806·64 6,835·34 4,979•42 1,274·63 '1,600·94 0·61 ·o·s7 :0·81 0•'68 

17. Surat . 201•48 143•20 7,874·75 12,848·99 11,160•90 16,196•68 3,611·81 3,604·07 0•46 0•28 0•68 0.78 

18. Dangs N.A. N.A. N.A. N.A. N.A. N.A. N.A. N.A. . N.A N.A . N.A. N.A ...... .... 
1"9. Bulser N.A. 295•50 N.A. 21,747·22 N.A. 22,178 ·28 N.A. ""' 6,856·27 ,N.A. 0•32 N.A. 0•70 

----
1\11 District • 377·20 286·94 5,237•61 10,418•70 9,576·12 17,878·57 3,101•62 4,613•53 0•59 0•44. 0·68 0·75 

NOTE.- Worked out oq the basis of A.SI Dacca (Census Part). 
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Table V. shows this hypotl;tesis is not maintained. For the S~te as a. 
whole raw material component per rupee of gross output has increased by 
approximately 10 per cent from 1960 to 1966. In some of the less developed 
districts such u Amreli, Junagadh, Jamnagar, Sureodranagar, Sabarkan~ 
Broach the raw material component per rupee of output has declined while 11 
has increased in the developed districts auring the period. 

The major conclusion of the analysis of the regional str~t!'re of Gujarat's. 
industrial economy, therefore, seems to be that about 6 distncts account for 
roughly 3/4th of the State's industrial activity. Sural and Bulsar have improved 
their industrial position and are ·now a part of the 6 most industrially deve-· 
loped districts of the State economy. Baroda has also shown a high rate of 
industrial growth during the last decade. While the traditional industries of 
the State still account for a major part of its total industrial activity, agro
based industries and engineering industries have shown a high growth potential 
during the last decade. There seems to be a trend towards increasing capital 
intensity in different industries in the State economy which has also been 
observed at the all-India level. • In Gujarat there does not seem to he any 
significant relationship between the size structure of industry and the level of 
industrial development of different regions. Also it does not seem to he veri
fied that less developed districts are generally engaging in activities which are 
more raw material intensive. 

m. Agencies for fostering Industrialisation 
The strategy adopted by Government for industrial development of the 

State is provision for infra-structure facilities9 critical intervention of the State 
for promotion of industries in large and medium scale sectors, direct assistance 
to small scale industries and promotion of research and quality consciousnes.s. 
Some of the principal features of the State's policy are to provide a compre
hensive corporate net-work to offer expert 5iervice, to give assistance to small
employed technicians and artisans in semi-urban and rural areas, to provide 
technical assistance and information to entrepreneurs in respect of potentialities,. 
locational advantages etc., Gujarat State Financial Corporation has been set up 
to help entrepreneurs by way of finance. The State Government has set up the 
Gujarat Industrial Development .Corporation with a view to developing indus
trial areas and estate in a widely dispersed manner. The Gujarat Small Indus-· 
tries Corporation has been t:stablished to serve the needs of small scale industries 
by distribution of controlled raw materials, sale of finished products, supply of 
machinery on hire-purchase basis etc. The Gujarat Agro Industries Corpora
tion has been set up for agro-based industries. The Gujarat Industrial Co
operative Bank provides loans to small scale industries and artisans for working· 
capital. ·The Gujarat Mineral Development Corporation bas been established 
to develop mineral-based industries in the State while the Gujarat Industrial: 
Investment Corporation bas been formed to provide industries with equity 
capital so as to accelerate growth of industries in the State. The Gujarat 
Textile Corporation has been set up to take care of deteriorating position of 
textile mills and the Gujarat Export Corporation bas been established for 
promoting exports. 

IV. Existing Incentives offered by State Government 
The incentives provided by the State Government under 1ts various schemes 

to accelerate industrial development can he briefly recounted as under :-

(I) Sales Tax;--5ales Tax concession is being granted to new industries 
on their purchase of machinery, raw materials, processing materials 
and packing materials for a period of S years provided the industries 
are established at a distance of not less than 24 kilometres from the 
municipal limits of Ahmedabad and Baroda and 16 kilometres from 
the municipal limits of Sural, Rajkot, Bhavnagar and Jamnagar .. 

. .. *See Raj Krishna and Sukh Sampath Mehta: Productivity Trends in Large 
Scale Indian Industry, Economic and Political ~Weekly, 1968. 
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Octroi _Duty.-A nlll!'ber of municipalities have agreed to exempt new 
industnes from octroi duty_ payment for 5 years. The State has direct
ed Nagar panch!'-yats and die gram_ panchayats to exempt new indus
tries ~om octro1 on b~ding materials, plan~ machinery, stores, raw 
matena!B, etc., for a penod of 5 ¥ears from !he date of production or 
7 years from the date of establishment whichever is earlier. 

(3) Stamp Duty.-The State has reduced the rate of •tamp duty on docu
ments of mortgage without possession in respect of loans and advances 
ex~ute~ ·by industrial units in fa':our of varipus. State corporations, 
nattonabsed banks and other public sector financial institutions. 

(4) Supply of Machinery.-The Gujarat Small Industries Corporation sup
plies the indigenous machinery up-to a maximum limit of Rs. 2 lakhs 
value to individual units on hire purchase basis-· with attractive terms 
of payment and low rate of interest. For small scale units in back
ward districts and technicians coming under Technician Package 
Scheme of the Directorate of Industries, the hire-purchase terms are 
further liheralised. 

(5) Techn_icians Sch~me.--To enable ~echnicians/engineers to set up their 
own mdustry, liberal finance upto Rs. 2 lakhs at concessional rate is 
available from Gujarat Industrial Investment Corporation. Under the 
Package Scheme, the Directorate of Industries provides financial assis
tance up-to Rs. 10,000 at 3 per cent interest. 

·(6) Power Rates.-The State is one of the few with a single grid and a 
common tariff. A rebate is given for taking power ~upply at 33 Kw 
and above and concession is available to new industries for the first 5 
years subject to specified condition. The Gujarat Electricity Board 
offers concessiooal rates for industrial consumers taking high voltage 
supply during 10 p.m. to 7 a.m. The rates during this period work 
out to only 5 pai•e per unit, 60-65 per cent of the normal. Power 
intensive industries satisfying prescribed norms are charged a flat rate 
of 7.25 paise per unit. Financial assistance by way of subsidy on tbe 
electric power consumption to small scale units is granted by the Direc
torate of Industries. 

New Industries are exempted from the payment of electricity duty on power 
·purchase for the first 5 years. Units generating their own power are exempted 
for 10 years. There is a provision for concessional rate of electricity duty for 
·specified industries including small scale units and others. Substantial expan
-sions are also exempted from electricity duty for a period of 5 years under 
(certain conditions. 

(7) Water.-The charges for providing running water from .the rivers have 
been kept nominaL Industries drawing running water etther from noti
fied or unnotified sources are exempted from payment of any charge 
except nominal licensing fee for a period of 5 years from. starting date. 
Cases of industries drawing water from the sources havmg advantage 
of recharge are decided on individual merit. 

(8) Industrial Housing.-Gujarat Housing Board, municipaliti~ and co-o~
rative societies of eligible workers and employers rece1ved financial 
assistance for providi_ng housing accommodation for industrial workers 
under the sub<idized industrial housing scheme of the Government of 
India. · ·· 

•(9) Testing Facilities.-A subsidy is granted to registered small scale units 
at the rate of 50 per cent of testing charges for getting their products 
!e'ted in the approved test houses and laboratories. 50 per cent subsidy 
IS a!Bo granted in the cost of testing equipment and apparatlls purchase. 
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'(10). Backwar.d Districts.-10 districts-Banaskantha, Sabarkantha, · Panch
mahals, Kutch, Broach, Mehsana,. Amreli, Junagadh, Surendranagar and 
Bhavnagar are declared industrially backward and industries setting up 
there are eligible for concessional finance from financial institutions. 
(See details below). · 

The Panchmahals district is eligible for Central Government outright grant 
-or subsidy amounting to 1/10th of the fixed capital investment to new units 
·Of not more than Rs. 50 Jakhs each. 

V. Inoentives by Gnj- State Financial Corporation 
The Gujarat State Financial Corooration was established in 1960. The Cor

potation advances loans for the development of different types of infrastructures 
such as (I) Supply of Power. (2) Transport and Communication, (3) Development 
of plots/sheds, (4) Water and eflluent disposal, (5) Finance and (6) Training 
etc. 

During the last few years, the Gujarat State Financial Corporation has 
paid more attention to the small industries and to the less privileged groups 
in society like truck drivers, technicians, new entrepreneurs etc. 

In a period of 11 years since its inception in Gujarat State, the Gujarat 
'State Financial Corporation bas advanced loans to 3, 736 units.· The amount 
.of loan advanced by Gujarat State Financial Corporation has increased from 
Rs. 19.6 lakhs in 1960 to Rs. 2,267 1akhs in 1970-71. 

Underwriting of shares was of the order of Rs. 96 1akhs and deferred pay
ment guarantees on purchase of machineries was of the order of Rs. 122 Jakhs. 
On an average, during the last 11 years Gujarat State Financial Corporation 
has granted loans at the rate of Rs. 2 crores per year. 

The distribution of loans activitywis"e during the period in question can be 
seen in the following table :- · 

Loans given to various industries and services. 
. (Rs. in lakhs) 

Activities 

1. Manufacturing & Processing . 

2. Preservation of goods (cold storage) 

3. Mining 

·4. Electricity 

5. Hotel 

~Transport 

7. Jn,lustrial Estate 

8. Printing Presses 

'9. Flood Loans . 

10. Agency Loans. 

ToTAL 

Loans Sanctioned Disbursed 

No. of 
units Rs. Rs. 

1,630 1,562.63 1,160. 75 

26 60.73 29.01 

16 17.44 6.32 

3 14.69 14.69 

11 36.10 16.79 

739 352.83 321.43 

15 72.18 47.66 

82 55.29 47.35 

1,072 64.49 55.76 

142 30.97 29.20 

3,736 2,267.35 1,728.96 
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The Corporation has, so far, covered 18 per cent of small units registered 
with the Directorate of Industries during the last decade. The volume of finan
.cial assistance to the. Small units can be observed from the following table :-

Loans to Small Scale Industries 

(Rs. in lakbs) 

During 1960-61 to During 1970·71 
1969-70 

No. of Sane- Dis- No. of Sane- Dis-
· Units tioned bursed Units tioned bursed 

Small Scale . 2,182 789.08 489.14 1,221 629.93 507.54 

Percentage Share of small 
Units, • 93.88 50.89 42.52 99.10 92.02 92.55 

The above table indicates a significant share of the small scale units in· 
the total volume of 'loans sanctioned by the Gujarat State Financial Corpora
tion. During 1970-71, almost the entire loans operation was directed towards. 
small scale units which accounted for about 92 per cent of the total amount 
sanctioned. 

The smallest among the small scale units is estimated around 48 per cent 
Each of !Iiese units has investment in plant and machineries upto Rs. 10,000· 
only. Since 1970, the Gujarat State Financial Corporation has been provid
ing finance to units having machineries below Rs. 10,000 at concessional rate· 
of 5 per cent 

Financial assistance granted by the Gujarat State Financial Corporation in• 
backward districts can be seen from the following table :-

Loans advanced in Backward Districts 

(Rs. in lakhs) 

Period Loans sanctioned Loan disbursed 

Backward Backward 
Districts· Districts 

(I) 1960-61 to 1968·69 172.33 121.10 

(2) 1969-70 114.78 67.57 

(3) 1970-71. 151.76 125.95 

~ 

ToTAL 438.87 314.72 
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With a view ·to promoting regional balanced development, the Gujarat State 
Financial Corporation in co~boration with I~BI and the State Oov~ent 
has been providing loans at an interest rate varymg from 5. to 7 per cent 1n the
backward districts. The industrial units in the backward areas, thus, have the· 
henefit of loans with lower margin, longer maturity and longer initial grace 
prriod,. 

The Gujarat Stale Financial Corporation has recently launched a scheme 
to advance loans to experienced and qualified technicians to start industry of 
their own, subject to a limit of Rs. 3 lakhs. This scheme promotes self-employ
ment amongst technicians with modest means. 

The Gujarat State Financial Corporation has provided 22.5 per cent and 
59 per cent of the assistance provided by all the State Financial Corporations 
in a~:gregate. The following table makes this position clear :-

Comparative position of workin[! of the Gujarat State Financial Corporatiorr 
amongst State Financial Corporations 

Item 

1. In loans sanctioned--by all SFCs. during 1960-61 to 
1968-69 0 ' • • ' • • ' 0 

2. In loans sanctioned during 1969-70 

3. In loans disbursed by all SFCs. during 1960-61 to 
1968-69 • ' • 0 • • • 0 

4, In loans disbursed during 1969-70 . 

s. In loans outstanding as on 31-3-70 

6. In shares underwritten (including TNUC) 

7. In deferred payment guarantee sanctioned (eicluding 
T;NIIC) ~ ,. ., .• I - • "' I 

.8. Lo!ins sanctioned to Small-scale Units since inception 
as a percentage of total loans sanctioned (as on 
31-3-1970) 

9. Loans outstanding to small units as a percentage 
of total toano outstanding as on 31-3-70 . • 

(Percent) 

GSFC All SFCs. 

7.7 100.00 

17.2 100.00 

7.0 100.00 

15.8 100.00 

7.6 100.00' 

35.4 100.00 

11.3 100.00' 

50.9 42.1 

49.3 36.7 

VL Incentives by Gnjarat SmaD lndostriB\1 CorporatioD Ltd. 

The Gujarat Small Industries Corporation Ud., (GSIC) has been sponsored 
by the Government of Gujarat to aid, counsel, assist and promote interests of 
•mall scale industries in the State which include all industrial units with • 
eapital investment of not more than Rs. 75 lakhs irrespective of the number
of persons employed. The Gujarat Small Industries Corporation has an autho
rised capital of Rs. 50 lakhs and the issued, subscribed and paid up capital iS' 
Rs. 14.31 )akhs. . 
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One· of the important functions of ihe Corporation consists in distribution 
of industrial raw materials to small scale industries. Presently, the Corporation 
is handling raw materials which are received from State Trading Corporation, 
Minerals & Metals Trading Corporation, Hindustan Steel Limited, Tala Iron 
and Steel Co. Ltd.. the Tin Plate Co. of India etc. During the· year ending 
31st December 1970, the Corporation distributed various raw materials such 
as pig iron, iron and steel sheets of different types and other raw materials, 
such as structurals and ball bearings, chemicals etc., valued at about Rs. 5.89 
crores to over 2,300 units all over Gujarat. With a view to facilitating easy 
procurement of supplies of raw materials by the small scale industries. the Cor
poration bas set up depots at Ahmedabad, Rajkot, Baroda, Udbna, Bhavnagar 
and J amnagar. 

As a measure of assistance to the Small Scale units of the State, the Gujarat 
Small Industries Corporation Operates a scheme for supplying industrial macbi
~~ry ~nd. mac~ine tools on hi~e~purchase basis to ~mall scale entrepreneurs. 
Smce Its mception the CorporatiOn has delivered machmery worth about Rs. 45.5 
lakhs to 228 units under the hire-purchase scheme. With a view to developing 
backward tracts in the State, the Government of Gujarat have evolved an Inte
grated scheme for providing assistance to the entrepreneurs. Under this special 
scheme of hire-purchase, the corporation charges on concessional terms only S 
per cent towards earnest money and 3 pei- cent towards service charges. 

To help the small scale units to overcome the difficulties in marketing their 
products, the Gujarat Small Industries Corporation bas adopted a policy of 
purchasing a portion of its requirements directly from such industries. Besides, 
direct assistance is given through its marketing division, to small scale indus
tries to se~ their products to organisations like Railways, Gujarat Electricity 
Board. Gu)arat Refinery, Oil & Natural Gas Commission and Director General 
of Supplies and Disposals. So far goods worth Rs. 48.8 lakhs have been 
supplied against Government tende~ on behalf of small scale industries. 

Under its import assistance programme, the corporation _has extended sigrii
!icant benefits to small scale industries by importing raw-matenals worth Rs. 37.26 
lakhs since its inception. 

The Corporation is running a separate machine tools department with a 
view to extending expert advice and financial assistance to the small e!ltrepre
neurs in selecting quality machine tools. Durina 1970, the Corporahon had 
supplied machinery and equipment worth Rs. 60.27 lakhs to 45 entrepreneurs. 

The Government of Gujarat had introduced a package sch7me of assis
tance to unemployed technicians/engineers in Gujarat. Under th1s sche~e the 
Corporation supplies machillery dn hire-purChase ·at cohcessfonal rate of mterest 
of 7.5 per cent per annum and reduced rates of service charges of 5 pe~ cent. 
The number of instalments have been increased to 13 spread ove~ a penod _of 
7 years. Applicants are not required to provide collateral security or third 
party guarantee under the Scheme. 

VIL Incentlv<!s by Gojarat JndUBtrial Development Corporation 

The Gujarat Industrial Development Corporation has b~n conceived as a 
·powerful instrument for laying a sound industrial base in Gu]arat Stat~. Es_tab
lisbed in August, 1962 the Gujarat Industrial Developm~nt Corporat.wn, bas 
now 58 industrial estates under its management. The Gu]arat Industrial_ Deve
lopment Corporation, is engaged in the task of providing the econorrnc a~d 
Social overhead and in conferring in so called infrastructure to the mdustnal 
units that can be locate~ in the sheds within their estates. 

So far 58 industrial estates/areas have been sanctioned by the Gujarat 
. Industrial Development Corporation of which 32 are fully developed. Out of 

the remaining 26, but for 9 estates, land acquisition is complet~ and develop
ment work is in progress. 43 of such industrial estates are located tn Urban areas. 
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The total land in possession of the Gujarat Industrial Development Corpora
tion in all industrial estates is around 3,642 hectares against the present target 
of 4,322 hectares. The size of an industrial estate is widely varying from 
202 hectares in rural areas to about 810 hectares as in Vapi. 

Besides development of open plots, the Gujarat Industrial Development Cor
poration, has also undertaken disposal of plots with ready made sheds on a 
hire-purchase basis. Out of 1,905 sheds sanctioned as on 1st April, 1971, 700 
are reported to have been completed, 900 are under construction and 1,290 are 
reported to have been disposed of. In all, there are 600 industrial units in 
production in the Gujarat Industrial Development CorpOration estates. 

A comparative study of the performance of the Gujarat Industrial Deve
lopment Corporation in f969 with similar institutions in other States, is given 
in the following table :-

Mysore 

Kerala 

State 

Punjab and Haryana 

Tamil Nadu . 

Andhra Pradesh • 
Gujarat • • 

• 

(Additional 10 already sanctioned) 

• 

The number of sheds constructed by different states 
as under:-

State 

Punjab and Haryana 

Mysore . 

Tamil Nadu 

Orissa 

Kerala 

Uttar Pradesh • · 

Gujarat : Sheds completed 

Under COI\Struction . 

Work orders given . 

No. of Estates 

21 

18 

47 

37 

36 

58 

in the year 1969 are 

No. of Sheds 
Constructed 

895 

311 

518 

195 

513 

1012 

700 

900 

305 
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Plots are leased out on 99 years lease which can be renewed for another 
99 years. A nominal lease rent of Rs. 1.20 per I ,000 sq. metre (Re. I per 
1,000 sq. yards} per annum is charged. The premium price for the land allotted 
is fixed by the Corporation for each area keeping in mind the cost of land and 
the development expenditure. The total amount of the premium price is gene
rally recovered in the following manner :-

(I) 12! per cent before allotment; 
(2) Another 12f per cent in first two years with interest at 9 per cent in 

annual instahnents; and 
(3) Remaining 75 per cent over a period of remaining 10 years at 9 per 

. cent interest per annum. 
These conditions apply in the .context of payment of the sheds as well. 
The Gujarat Industrial Development Corporation Ltd., has also extended a 

long-term loan assistance of Rs. 1,001 Jakbs during 1969-70 towards the deve
lopment of different industrial areas. 

. The Gujara; Industrial Development Corporation supplements !he finan
cial assJstance giVen by the Gujarat Industrial Investment Corporal!on, State 
Bank of India and other banks to technicians, engineers and craftsmen for setting 
up their own industry. The Gujarat Industrial Investment Corporation, has 
within a period of one year, sanctioned loans totalling more than Rs. 3t crores 
to such technicians. In order to provide the matching requirements of infra
structure. for setting up an industrial unit, the Gujarat Industrial Developme~t 
Corporatwn has allotted during 1969-70, 92· sheds and 21 plots to such techm
.cJans who have been sanctioned loans. 

As a part of its programme for ·initiaiing industrial development in rural 
a~eas the quiarat Industrial Development .Corporation d~ci_ded to collaborate 
WJth the Gujarat Industrial Investment Corporation, in pr~vtding sheds_ for such 
rural workshops for which Joan is sanctioned by. the GuJarat Industrial Invest
ment Corporation bas sanctioned Joan for workshop for about 100 persons_ of 
'Yhom 35 have paid deposits in the Gujarat Industrial Developm~nt Corpor:<ti~n 
for sheds. The work of obtaining suitable land and constructmg sheds IS m 
progress. 

' VIII. Incentives by Gnjarat Industrial Investment Corporation Limited 

The Gujarat Industrial Investment Corporation was established on l~th 
August. 1968, as a public limited company. All the shares of the Corporat!on 
are held by. the Government of Gujarat. The objectives of t~is Corporation 
are _(1) ProVIdin!! capital participation in companies, (2) Sponsonng and under
Wrt!I_ng of new Jssues of shares and securities, (3) providing I~ng term and 
medium tefll_1 loans for fixed capital of partnership firms, propnetary concerns 
~nd C$>ml;'"nJ_es,. and (4) capital participation with commercial banks and other 
financial mshtut:Ions. 

_The Gujarat Industrial Investment Corporation has been assisting lar_ge, 
mediu~ and small ind~stries in planning expansion of existing nnits, in ~ffecti!"g 
~enov~tio!l af?d 1_11ode~ISation of economically weak units. In collabor~tion wtth 
tinanctal msl!tul!ons lik~ Industrial Financial Corporation and Industna! De~e
lopment !Jureau of lnd1a at the all India level and the Gujarat State Fmanctal 
·<:orporation and q>f!tmercial banks, the Gujarat Industrial Investment Corpora
tion has been proVIding adequate financial assistance for investment purposes . 

. The <;>uiarat Industrial Investment Corporation provides financ_ial. assistance 
to mdustnes by way of term loans- and subscription for the pubilc ISsue upto 
75 _per cent of _the fixed assets created. Till 1970-71 since' its inception,. the 
<;Xn1arat Indust~al Investment Corporation has assisted 303 projects With a 
tlnanc.1al commitment of Rs. 11.58 crores. The technicians scheme has now 
heen ~~troduc.ed. The Corporation does not insist on any contribution from !}le 
tec~mc1ans etti!er for the creation of assets or for the provision of worktng 
capital. No ~~ party guarantee is also required. The rate of interest of loans 
under the technictans scheme is 5 per cent during the first two years and 9t per 



123 

·cent thereafter .. The· repayment· is spread over· 16 half-yearly instaln1ents 
after a moratorium of 2 years. The Corporation ha~ assisted 585 projects with 
.a total financial aid of the order of Rs. 451 crores till the end of March, 1971. 

With a Yiew to providing . servicing facilities, the Gujarat Industrial Invest
ment Corporation has promoted establishment of rural workshops. About 113 
workshops have been establishe~ thr'!ughout the Sta~ for providing repairs and 
maintenance of tractors and oil engmes. Under this scheme, an entrepreneur 
is provided with financial assistance to cover fixed assets and the rate of inte
rest and other conditions are similar to the conditions laid down for the techni
cians' scheme. In all 113 rural workshops have been sanctioned at a cost of 
.Rs. 25-96 Jakhs till the end of 1970-71- . 

JX. Incentives by Gnjarat Agro-lnduslries · Corporation Limited 

The Corporation envisages four main types of activities : (I) manufacturing, 
processing and pr~ervation, (2) ~rading~. distribution and service, (3) manage~ial 
and technical serYJ.ce, and (4) assiStance m procurement of finance for deservmg 
schemes. The Corporation has set up agro-based service industries such as 
cold storage plants~ fisheries complex, canning plan~ oil its own. 

x. Table VI below lists the total amount of assistance given by . different 
Corporations upto March, ·1971. The number of units assisted is 16,899. Ex
cluding the GSIC, · 2,024 units have been assisted. . One estimate of the net 
increase jn the number of registered factories in Gujarat during 1960-69 is 903 
factories (based 011 Chief Inspector of Factories Data). GIDC had estimated 
that more than one-agenCy assists in lnany cases the same unit. In 1970-71, on 
GIDC estates. 20-26% of total investments of the units came from the GIDC, 
6.31% from GIIC, 3.95%' from GSFC, 0.35% from GSEC, 12.98% fioni Banks 
and the remaining 56.15% came from own funds, private borrowings and other 
sources*. Thus the estimate of 2,024 units include double counting of units 
assisted by different Corporations. However, it seems, a large proportion of 
new units set up in the State are helped by one or the other of the State level 
Corporations. 

TABLE VI 
Assistance given by Different Corporations to Industrial Units upto March, 

1973 

Reference period No. of Assistance Assistance 
Corporations since inception units as- Given·Agg. Given 

sis ted (R.s. in per unit 
Lakhs) (R.s.) 

L GSFC 1960-1971 1,976 1,674.72 84.752 
2. GSIC 1962·1971 13,875 2,922.70 21.065 
3. GIDC 1963-1971 441 N.A.• N.A' 
4, GIIC 1968·1971- 60 769.31 126,740 

ToTAL 16,889 N.A. N.A. 

*GIDC Economic Survey, Report No. 2. 
Note.-(1) Flood loans given by GSFC to 931 units amounting to Rs. 55.76 

lakhs during 1968-1971 are excluded here. This also excludes GAIC. 
(2) Estimate for GIDC of progressive expenditure upto 1971 is Rs. 13,39.06 

Iakhs which includes expenditure on land acquisition, development and. 
construction of sheds and quarters. Out of 1784 sheds in 1971, 1019 
sheds were vacant. Sheds are given on hire purchase on varying interest 
charges and repayment ~riods, As such the above figure is an over 
estimate of total assistance given. 

(3) N.A. = Not J\vailable. 
Source.-Annual Reports of GSFC, GSIC, GIDC and GIIC for the year 

1970-71. 
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Table VII and VIII estimate the proportional activities of the GSFC and 
GJDC as classified by backward and other districts as on March, 1972. GSFC. 
had disbursed 24.32% of its loan assistance in backward districts, while GIDC 
bad incurred 6.48% of its progressive expenditure in backward districts (It may 
be noted that in the GSFC classification Jamnagar, Gaodhinagar and Dangs are 
excluded from backward districts, while in the GIDC classification Junagadh· 
and Jamnagar are also thus excluded). 

TABLE VII 

Classification of loans sanctioned and disbursed as on March ending 1972 
among Backward and other dsitricts of Gujarat 

Districts 

1. Backward 
DiSliiCtS 

2. Other 
Districts 

ALL 
DJSm~crs 

Gujarat State Financial Corporation : 

Applications 
Received 

Nos. Amount 
(Rs.) 

1,987 1,700.54 
(35.92) (25.17) 

3,545 5,056.66 
(64.08) (74.83) 

5,532 6,757.20 
(100.00) (100.00) 

Applications 
Sanctioned 

Nos. Amount 
(Rs.) 

1,193 777.80 
(35.68) (24.20) 

2,151 2435.75 
(64.32) (75.80) 

3,344 3,213.55 
(100.00) (100.00) 

Source.-Worked out on the basis of Statement No. 6 

P.P.: 40-41 Twelfth Annual Report: GSFC. 

(Rs. in lakhs) 

LOans/Application"' 
Disburs<d 

Nos. Amount 
(Rs.) 

851 532.78 
(33.35) (24.23) 

1,701 1,666.23 
(66.65) (75.77) 

2,552 2,199.01 
(100.00) (100.00) 

Note.-{)) Figures in bracket• refer to corresponding percentage distribution. 
(2) This excludes Flood loans sanctioned amounting to Rs. 65.24 lakhs,. 

disbursed Rs. 56.56 lakhs. 

1. Backward Districts: Bhavnagar, Amreli, Junagadh, Kutch, ·surendra-. 
nagar, Banaskantha, Mehsana, Sabarkantha, Panchmabals, Broach,-{include also 
Dadra and Nagarhaveli). 

2. Other Districts: Abmedahad, Jamnagar, Rajkot, Gandhi Nagar, Kaira~ 
Barods, Surat, Dangs, Bulsar. 

Average amount disbursed per Loan (Rs.) 

I. Among Backward Districts . 

2. Among other Districts 

3. Among all Districts 

62,606 

97,956 

. 86,168 



125 

TABLB Vill 

Progres.sl11e Expenditure Incurred by Gu}arat Industrial DeVelopment CorpD
ration upto March ending 1971 among Backward and other disricta of Gujarat 

Districts 

1. B,.ckward Districts 

2. Other Districts 

Ar.r. DISTRICTS .. 

No. of 
E•tates/ 

Area 

14 

27 

41 

Progres- No. of No. of 
sive Exp. Sheds al- Sheds av
incurred loted to ailable as 

up to March, Firm/· on March 
1971 (Rs. Units up 31, 1971•• 
in lakhs) to March, 

.1970• 

86.75 88 92 

(6.48) (11.50) (9;02) 

1,252.31 677 ll27 

(83.52) (88.50) (90.98) 

1,339.06 765 1,019 

(100.00) (100.00) (lOo.OO) 

(Source : Summarised from the Table : 2 . pp. 48-50 Ninth Annual 
Report : 1970-71-GIDC) 

Note:-Figures in brackets refer to percent distribution of progressive fX .. 
penditure incurred, sheds allotted and sheds available to firms/units. 

. •Exci~des sh~s all~tted to .. firms/u".;.its in Amrell, Kutch and Panchmahals 
district numbering in all 78. 

• •Excludes 7 sheds available to firms/units in Kutch and Panchmahals districts. 

1. Backward Districts covered :-Bhavnagar, Surendranagar, Banaskantha, 
Mehsana and Sabarkantha. . 

2. Othet Districts covered :-Ahmedabad, 1unagadh famnagar, Ra,jlrot, 
Kaira, Baroda, Sural and Bulsar. 

9-1 Expert Oomf7!J 



APPBND1X 

Pereem<q• ·J);,Jrd>uliln o/Worken in Registered Factorie1 :among Districts of 

lndustrJ' Group Abmodaba4 Bha't'aaaar A.mrolt Juaaaadb 

l!iJGD _1969 1960 1969 1960 1969 1960 ID69 

1 i ' 4 

010 1t 13 .. 73 P.45 2.43 2-50 0.115 Q,Qg 1-711 , ... 
c 2.92 2.04 15.87 7.12 ,,, 1.58 ll.Bt ,,92; 

202 R 17.35 17.60 6.11 
c Q.Q4._ o.u 0.21 

:20J R 43.84 
c 0.02 

·~· 
R 27.99 3.91 1.09 0.59 .. 
c o.so .0.18 0.16 0.35 -

206 ll as.a3 63.67 

c o.ot ·it.IG -
207 ll .. 1 .• 09 50.81 ~Zl-20 .. 35.21 

c 0.26 34.46 32.82 8.09 

208 ll 76.74 80.44 -c 0.02 0;02 - .. 
209 ll 2.08 4.07 8.85 8.'77 4.81 5.15 '115.02 17.42 

c 0-21 0-53 1::&.45J 15.10 52.30 57:78 )3,g; 28.42; 

214 .. 48.03 49.40 -c 0.04 0.10 

23-0i R 0.83 0.62 1-82 1-75 .. .. 
c 0.03 0.02 0-87 0.79 .. .. .. 

211 R 76.93 68.67 3.08 2-02 o.o~ 0.03 0.94 •••• c 12.71. 15.90 45.68 :29.45 5.26 2.24 20.94 15.3) 

232 .. 100.00 100.00 

c ·. OJI. o.iis ... ..] 

233 R 83.25 56.41 13.20 23.50 !1.55 4.70 
c 0.10 0.08 0,22 0.44 0.09 o.oa 

239 R 2.74 19.55 
c 0.02 0-13 .. .. .. 

241 a ......... 
c 0,02 

243 .. 53.51 so.a5 
c 0.01 o.o8 

244 R 78.81 .. .. 
c 0.07 .. .. .. -
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TABLE I 

Gujarat by Industry Groups (3- digit level) : 1960 and 

JamaaiU. K.utezt, · ltoll<ot SurendtaDaiU 

1960 1969 1960 196P 1960 1969 1960 1969 

5 a 7 I 

1.05 0-95 1.51 1.00 5.23 5-17 9.88 P.?P 
3-52 a.79 IP.I9 9.13 16.10 11.36 33.66 29.82 

2.93 6.42 
o.u 1.16 

... 
0.32 0.17 I.PS 0.93 0.81 0.29 
o.zo o.n 0.31 0.43 0.14 0.19 

4.08 
0.76 

4.05 
0.715 

20.81 20.61 P.51 10.62 12.58 12.as IO.U 8.29 

34.65 36.65 60.45 51.46 19.34 Ui.86 17.20 15.29 

• 
3-94 24.70 
0.05 0.51 

... 
0.53 . 0.59 0.02 o.n. 1.26 1.07 o.as 0.96 
9.10 8.83 lo41. ., .!115 a0.35 12-08 15.19 14-96 

.... 

1969 

BaDPkantha 

1960 1969 

9 

.. 
•.•. 

... 

0.52 
20.47 

... 

" 

), 

:M.I9 100.00 
7.~~ u.sa. 

Mobl&lla 

1960 

6-40 
16.64 

•. 66 
0.63 

o.so 
1.04 

15.72 
6.88 

4.18 
S6.P8 

1.41 
. 0.12 

10 

1969 

6.09 
16.75 

u.o5 
2-26 

0.99 
0.57 

0.24 
0.57 

4.54 
t.Pa 

.c.oa 
57.38 

P.40 
0.17 



Indllltn' Group Oandbinaau Sabarbntba Ealra Pao.Chmabah 

1960. 1969' 1960 1969 1960 1969 1960 1969 

II 11 IS 14 

010 R Q.66 '9,14 7.2!5 4.88 4;14 0.64 1.33 
c 67.63. 77.70 72-42 9.$1 6.!1 4.3!5 9.76 

202 R 73.59 "~~4 
c 1.75 3.37 

203 R .. ' 
c 

205 R .. 1-38 8.39 a.ss 22.70 4.00 
c 0.61 o.8s 0.59 8.02 6.19 

206 R 
c 

·2V7 R 
c 

208 R .. 
c 

209 R 3.80 •. 68 2.67 2·2l 3,09 2•03 
:c 16.10 10.70 2.60 2.03 '10.49 9.06 

214 R 
c 

220 R 68 . .51 79.27 
c 22.49 18.83 

231 R ·o.u 4.42 3,88 
c .. 6.7$ · __ 45.17 :19·.14 

232 R 
c 

233 R 
c 

239 R 1.19 . s.aa 
c 0.08 0.41 

141 R 
c .0 

243 R 11.14 
c .. 0.2.0 

••• R ' .. .. 
c .... ' .. 

us 



Baroda . Broach Surat Dangl Bahar OuJarat 

1960 
.. 

1969 i950 1969 1960 1969 1960 1969' 196.9 1969 1960 1969 

u 16 17 18 19 20 

16.85 2-1.15 13.7~ 16.99 0.63 8.17 0.95 1.48 100.00 100.00 
20.26 16.26 64.34 62.31 34.20 9.30 4.15 2.60 10.79 9.13 

14.08 
> 

1!.22 100.00 100.00 
0.68 0.80 0.13 0.58 

100.00 56.16 100.00 100.00 
0.05 . 0.09 N 0.02 

12.(8 1.57 0.20 17.99 '4.76 0.80 ··o.43 100.00 100.00 
0.16 0.26 0.15' 3.00 1.14 .. o. (8 . 0.16 0.56 0.92 

4.49 3.27 •·. 13.17 24.49 100.00 100.00 
0.02 0.03 0.39 0.30 0.01 0.06 

27.56 19.74 21.63 16.72 100.00 100.00 

2.76 1.92· 2.94 2:51 ·0.34 0.78 

32.26 19.57 .. ·too.oo 100.00 

0.10 0.03 0.01 o.o1 

1.34 1.86 0.16 0.12 1. tt . 1.95 1.74 1.55 too.oo 100.00 
0.80 0.87 0.38 0.27 1.78 0.34 3.80 1.65 $.39 5.53 

12.60 4.52 35.43 21.39 100.00 100.-oo 
0.06 0.03 0.43 0.23 ; 0.04 0.09 

11.60 13.22 1.52 0.50 100.00 100.00 
2.35 '1.61 0.82 0.11 1.82 1.45 

4.94 3. 8.5 1.24 1~41 0.67 8.00 0.89 3.96 (00.00 100.00 
31.16 15.13 30.48 26.49 11.28 46.5d' 20.48 35.67 56.51 46.71 

100.00 100.00 
·0.10 0.11 

100.00 100.00 ,. 
10.06 0.06 .. 

2.59 51.41 13.57 29.44 36.96 1oo.oo· 100.()0 

0.05 5.41 0.48 4.21 2.04 0.35 0.29 

100.00 100.00 

'. 0.02 -0.02 

13.27 13.27 .. 9.95 58.01 100.00 100.00 
0.10 0.27 .. 0.27 1.23 0.07 0.11 

100.00 100.00 
0.05 0.01 

'N-Nealia •• 
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1 2 3 4 

2$0 II. 12.82. 38.58 . ;.97 3.85 .. 
c 0.75 0.75 0.94 o.gg 

260 II. 22·22 88.39 u.oo 
c 0.02 0.12 0.26 .. .. 

271 R 49.31 11.45 0.85 
c o.so 0.23 0.12 

280 II. 49.19 48.40 4·87 ~-87 o.aa 
c (.10 1:~3 l-48 2·12 o.o .. 

291 II. 58.18 . 46.99 12.7J 22·19 
c 0.02 0.02 .. .. 0.09 0.14 

292 .. "·" 47.70 10.68 
c 0.10 0.21 0.153 

300. R 8.17 25.71 53.86 18-80 
c 0.05 0.21 2,69 s.oo 

311 R 19.26 12.67 2-H J:,76 13.17 11.52 
c o.a:J 0.70 1.'17 2-02 12-4J 13.S4 

319 II. •• 39 12.49 2.41 1.74 0.89 
c 0.12 0.91 0.88 1.69 0.82 

SQI R 9.60 4.37 
c o.os o.os 

131 II. .... 1 16.29 3.70 5.12 5.10 1.!13 
c 1.39 1-02 1·72 4·21 5.~3 (.2,0 

331 II. 0.57 
c 0.01 

333 II. 10.54 12-26 12-08 ., .. , 3.56 
c .. 0-22 2-14 . S.33 1.88 0.93 

334 ll (.79 19.70 34.SS 
c 0.16 2-64 8.!15 

339 II. 14·44 19.91 8.95 6.90 0.57 o.ss 1.59 6.36 
c 0.11 0.54 1.99 1.44 o.n 1.16 0.51 2-13 

341 ll 80.19 46.71 11.03 5.64 
c 0.11 1.85 1.1$ 2.94 

341 R 18.10 19.45 
c o.n 0.31 

350 II. 30.01 19.69 8.74 d.TO 2-24 1.88 

c 0.45 j;JI 1.81 ,_.,, 0.70 t.Ot 

360 II. 48.8~. 34.35 6.89 .. ., 0.03 0.64 0.6( .,,,. .. 
5.61 .. 0.16 c 3.45 5.90 0.94 1.30 

370 II. 27.27 16.11 o.so 
c 0.04 o.sJ o.:az 

••• II. .. 16.90 15.72 13.14 3,01 . . 
c 0.31 1.54 0,37 0,28 
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II 12 13 14 

250 R ,_ 
1.11 O,t9 

:c 10.41 0.03 

260 R 4.47 
c 0.06 

271 R .. .. 3.86 6.sz 
c .. .. ~\ 0.37 0.93 

280 R Oo:S3 0.65 1.33- 2·67 0.14 0.46 
c 0.48 0.84 0.28 o.st 0.10 0.43 

291 R .. 29.09 
c 0.32 

292; "R 24.59 5.68 
c 0,44 o.ts 

~00 R .. 2.56 
c ... Ool4 .. -

.311 R .. •• . 4.18 3-44 1.00 
c Oo!l '· 1.71 1.33 t.9D 

319 R ... •• . z.oz 1.01 
c " ..•. .. o.st o.sz 

321 R .. 
c .. .. 

.331 R 0.74 6.03· 9.94 t.34 
c .. 21-97 3-05 4-31 z.ss 

.332 R 1-91 U.35 18.06 6.63 
c 0.14 1.94 4.60 4.11 

SJ3 R .. ' 1.10 4-32 6.08 .t.91 
c .. 1.06 0.63 2.55 •. 36 

334 R .. 22-.11 
c 3.05 .. 

33~ R 4.93 1-17 37-87 25.91 7.66 6.40 
c 3.29 1.46 s.so 4-84 4.09 5.86 

.141 R .. 0.34 3-31 J,09 
c 0.62 0.91 1.46 

342 .R 2..26 t.os 
c .. 0.17 o.os 

.350 R 4.72 2-65 
c 0.67 0.79 

360 R .. 2.86 8-42 
c 1.92 10.04 

370 R 16.12 19.87 
c 0.23 4.49 

381 R .. 58.71 
c 3.03 .. 
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IS 16 17 18 19 20 

1.15 .J.48 16.9? 1.77 0.46 1.21 16.09 23.71 100.00 100.00 
0.15 ·o.24 6.08 0.18 100.00 100.00 7.83 3.61 1.20 0.82 

39.82 27.78 4.81 o.oo 100.00 
0.15 0.29 0.04 0 • .03 0.07 

5.74 18.83 27.38 18.2.9 39.01 100.00 100.00 
0.40 2.99 :2.83 3.95 6.25 •.0.53 0.83 

24.79 23.23 5.93 5.74 1.50 0.80 100.00 100.00 
3.:11 2.67 2.05 . 0.83 0.10 0.18 1.16 1.16 

100.00 100.00 ... 0.02 0.02 

14.43 32.84 100.00 100.00 
0.62 2.50 .to 0.19 

52.65 36.47 0.96 5.04 6.47 100.00 100.00 
1.78 1.05 0.09 0.21 0.43 00.3o 0.34 

14.40 10.00 2.05 0.40 19.48 0.20 1.90 100.00 100.00 
3.153 1.98 2.0 0.27 5.71 0.18 0.86 2.26 2,35 

59.99 58.30 1.43 6.41 2.12 22.50 19.38 100.00 100.00 
9.36 l$.35 1.80 2.68 .. 0.83 12.76 U.68 .1.40 3.13 

1.44 65.48 8.16 1.89 l 00.00 100.00 
0.04 1.42 0.65 0.06 0.27 0.26 

U.94 13.07 0.80 1.12 11.39 26.29 10.94 15.19 100.00 100.00 
3.73 2.91 0.98 l. 19 9.52 8.65 .. 12.42 7.73 2.64 

80.03 1!.86 1.60 100.00 100.00 
3.60 4.91 

00 o.ts .. 0.40 0.77 

1.59 1.68 100.00 100.00 
0.12 .. .. 0.29 .0.66 0.88 

100.00 100.00 
00 0.34 0.84 

9.36 9.49 1.78 0.53 1.96 0.80 1.29 100.00 100.00 
0.89 0.91 0.81 0.13 0.28 0.27 0.28 0.85 1.14 

43.81 15.95 4.92 7.71 5.18 6.48 100.00 100.00 
1,79 2.:u 0.54 1.61 0.77 2.09 0.37 1.51 

0.86 19.67 31.15 19.20 37.08 26.11 100.00 100.00 
0.04 0.12 3.83 1.05 6.19 2.20 '0,41 0.44 

5.12 13.72 ·;, 0.56 8.54 12.29 6.10 "3.01 100.00 100.00 
0.41 z.to 0.41 z.o1 2.78 1.95 l.05 0.79 1.72 

20.18 26.41 Z.57 5.29 4.86 3.06 100.00 100.00 
8.37 ~6.13 2.86 4.78 7.33 4.29 3.72 7.15 

18.60 "S2.30 7.85 4.77 4.55 ~.72 ~00.00 100.00 
0.16 6.06 0.18 0.82 0.14 0.72 0.08 1.12 

100.00 100.00 
0.07 0.31 
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2 3 4 

382 :R Ui.74 18.13 7.91 9.60 4.14 4.13 
c 0.1, 0.68 .. J17 4.73 3.91 I.PS 

·383 R .. 
c 

384 R 49.77 43.6& J,JO 4.80 . 0.66 t.IP 3.26 s.ts 
c: 1.19 1.97 0.36 2.86 l.&t ol-14 1.62 2.PD 

385 R 60.00 
c 0.01 

UP :R 4.33 2].08 

c N 0.01 

391 R 14.16 
c .. o.o3 

392 :R . 18.83 26.07 a.t4 
c o.o 0.07 0.08 

393 R 115.81 . 11.70 
c O.OJ 0.04 

395 R 2.32 
c 0.04 

396 k 21.80 
c 0.14 

3P9 R 9.70 22.76 6.06 15.53 
c 0.17 0.44 1.45 J,SJJ 

·su R 30.08 38.97 6.13 2-94 0.75 0.22 6.S2 10.85 
c Q.$6 0.64 1.57 0.64 1.49 0.21 2.44 2-23 

su R 100.00 78.57 13.74 
c o.os 0.09 0.30 

521 R 47.83 32.92 6.52 10.00 11.25 
c 0.0. 0.05 o.os 0.]9 0.20 

522 :R 35.48 28.26 '·" 5.98 
c 0.03 0.03 0.07 0.09 

144 :R 37.93 83.33 .. 
c o.o1 0.03 

ALL Ou R 52.62 42.26 3.81 3.21 o ... , o.ss z.s4 3.39 
c 100.00 J 100.00 100.00 100.00. 100.00 100.00 100.00 100.00 

N-NeJiilib ... 



6 

2-92 3.U "oo 10.93 
'2.18 t.85 7-48 

2.07 1.33 2-67 5.89 
0.81 0.81 5.08 2-12 

•• .. .. 
10.20 
0.30 

83.19 
••• 6 

78.20 
0.56 

u.u ,.04 0.29 13.01 
3-34 1-83 o.zJ-. 3-38 

13-34 5-92 1.49 2;68 ?.50 
4-04 ,,, •••• 1.86 2.10 
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7 

9.45 
3.60 

4.27 
1.96 

75.66 
2;.47 

13.27 
0.16 

12.77 
2-49 

6.84 
1.15 

10.41 
o.u 

8 

100.00 
0.12 

0.46 
0.29 

64.87 
1.114 

5.52 2-35 
0.17 0.09 

.. 

38.82 
u.n 

1.74 
0.!4 

9 10 

2-17 
l-IS 

3.11 2.01 4.16 5.0,. 
28.7.1 ..... ,. t.l, a.PJ. 

... 

o.u 
2·39 

1.62 t.J4 •. oo 
15.17 a.o5 a.IO 

z.oe: 0.63 1.11 2-10 
14-82 5.07 0.74 0.44 

39.66 16.67 " .. 
o.zt o.o7 

3.23 J,ll 0.14 1.00 " 3.50 4.15 S-17 3-00 0.14" 0.09 4.15 3-32 
1oo.oo 1oo.oo 1oo.oo 100.00 1oo.oo 1oo.oo 1oo.oo 1oo.oo 100.00 1oo.oo 1oo.oo 1oo.oo 

ll-Jl.ow•wl18 porcenta1o. 
c-colomDWI .. pue~JttQe, 
Non :-Worbd o•t oa tbe !lUIS of ClJI Data, 
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15 16 17 18 19 20 

14.6'1 13.90 0.37 0.68 1.07 100.00 100.00 
3.91 1.8$ 0.27 0.66 0.33 2.oto I.Sit 

100.00 
0,04· 

7.68 St,l4 0.94 4.16 4.00 8.64 5.20 2.01 too.Oo. too.o()! 
1.08 1.47 0.52 3.19 1.51 2.06 2.66 0.74 1.26 t.!ill 

35.-93 40.00 100.0!) 100.00• 
0.13 0.10 0.01 O.CJ4. 

95.61 76.92 100.00 100.00 
0.71 .0.16 •• r ,. 0.07 0.02': 

8.78 100.00 
0.15 ... 0,09 

75.65 63.03 4.27 2.14 100.00 too.oo-
0.84 0.64 0.06 o.os 0.10 0.12 

.. 1.1-51 1.13 100.00 100.00• .. .. 0.20 0.03 0.04 ,0.14-

47.22. 28.19 62.78 69.22 100.00 too;oo. 
0.16 2.56 .. .0.25 9.74 0.01 o.,.70. 

100.00 100.00. 
0.03 o.os. 

0.99 23.SS 3.81 3.07 3.17 4.37 100.00 100.00• 
0.10 1.60 1.04 0.31 1.17 0.68 0.91 0.81 

0.98 3.46 1.01 3.13 0.38 18.71 10.06 3.57 100.00 100.00• 
0.11 0.20 0.68 0.87 2.4S 1.63 4.00 0.48 0.90 0.70 

1.69 ·too.oo 100.00 
0.03 ;:, . ' .. O.QI o.os 

21.01 9.58 .. 7.97 25.83 1.25 100.00 100. 0(). 
0.10 o.os 0.11 0.20 0.13 .. .. 0.04 0,06 

47.10 50.00 6.45 lS.76 5.81 100.00 100.00 
0.26 0.20 0.10 0.09 0.12 0.05 0.05 

U.07 10.35 .. 100.00 100.001 .. 0.07. 'o •.. o,s ' .. O.Ol O.Ol 

8.97 u.as "2.30 2.49 3.35 1.03 0.01· 0.01 2-.47 '5.19 100.00 too.oo. 
100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00. 

R-Row•WJH pero~a(&M. 
C--coJamD.•Wile plteeDlalt• 
Non ;-Wortld oat OD tbe bull of CIP Datal-



APPBNDIX 

·.Compound Rate of Growth Worker1 ()/per annum (Jier cent) by 

Industry Abmod• Bbay. Amrell Jo.oa• Jam .. K.atcb RaJtol Suren· Ban ail .. Mob-
Group Code a bad ..... .. db .na~~:ar dra ...... .... 

aagar 

~ 2 3 4 5 6 7 8 ~ 10 11 

',010 -3.08 0.8~ .:....C.70 3.45 ....0.46 -3.40 0.48 0.51 0.09 

:202 18.72 b 31.74 • 
;203 • 
205 -4.95 8.76 • • 7.4~ 4.62 ....0.90 

~2o6: " 30.37 • 
207 a 2.87' • • 
201, J.U 

209 9.68 2.47 4.41 3.42: 2.46 3.69 2.53 0.5] b _,.76 

214 10.40 32.28 

220 .. -a.~ ..0.39 .. -11.70 

231 0.78 -3.78 -5.10 2.69 1.46 23.11 -1.24 1.58 o.to 
232 '·"" 2ll -2.15 7.78 4.62 • & 

'" 2t.PSJ • • b b 

241 • -3.31 .. 
.. iWJt -o.07 

lU4 b ··~7 

,250. o.u 1.11 b • b -a.o8 

260 2].56 & b • 
271 

_,_,, b 11.24 & -4.87 

280 1.~6 4.22 b 8.62 3.62 b 

.PI a.oo 10.50 • - 8.2] 1.22 

300 16.08 -a.4J .. • -10.91 b 

311 . -1.52 1.88 6.18 -].18 b '·" b 

119 23.~ . 7.23 a •. ... a.3a. -2.84 ~- • 
121 -s.ao .. -7.34 -a.49 -13.27 .. 

Ul ;., -I!·~ 5.04 .... b.-17·"' u.s!" 12.00 • ~! b 

332 • 
,333' • ·5.08 J.~ b .. •• 71· 7.07 . • 
334 b 18.39 ,,,,-·· 

. .,39'f '· •; 8.77 • 2;6J ...... 20.98, 7.18' • 3.44. b .. ... 34.17 

.!4i 24.35 'to.3~ .• . -21.14 00 40.41 .. ... ... • 
$42· 3.40- . • .. Jl .. 

~·-
b 

l!O ; -~ •. '" ! 11·01 . 8.25 .. • 'i' 0 0.2~ ~··21- •• , 2.8,,., f.sa. ... . -%4.71 
o<ro r--' 

~ ... : ·-!.:Ill ... .. .'li80< .. ,,,, • u.s~ •. 14.91 -10.67 IJ.76 

1.3& 



r.uu n 
Indll3try Group8 (3-digitlevel) ond District of Gujarot :_1~60-1969 

:JaDdhJ. .. Sa bar- Jtalra Panch• Baroda Broach SW'at o ..... Bgllar OoJaraC 
aaaar koutba ........ State 

12 13 14 " 16 17 18 19 20 21 

• .. -1.70 .....0.80 ,,20 -2.91 2-77 -2.01 5-15 0.60 

10.2,7 . :• • 18.5fi 

11-34 .. 17.96 

b -o,49 -,2.74 ·~'-69 • 1.32 8.62 J5.73 

• • 7.Ui 19·57 

... 7.62 1.44 U.27 

-1.05 0.68 

5.45 0.73 -1.64 6.02 .....0.38 8-51 1-35 2-55 

...0.64 4.67 to:O!J 

1.45 I .2!1 -s.86 .....0.02 

- .• .....0.96 -:-2-13 1.67 
:! 

28.63 U5.47 0.35 

.. ' 3.46 

.. ·a. 74 . . 

22.26 • -12.2!1 '2.5i 
'• 
0.21 

2-54 

• b b 28.li 7.40 

. -to.u 
a •1 .. 10.05 -21.41 •• 66 1.98 1.48 

• .. b -7.34 ·10-42 

13.19 ••• 11.01 15.37 . 6.94 

4-67 P.OP 15.43 1.63 1.97 -3.97 2.2!1 

b 4.20 

-5.63 ., 18.64 9.27 

-o.zz 2.2-23 • 3-51 

0.72 •' ....0.99 b 51.53 28-66 2.69 

3.40 JO.st • ...0.74 9.21 10.86 

49.2!1 -11.97 1.92 

a &.PO • z,&z 5.18 10.56 5.08 I.OP 

34.38 -1.31 8.52 • 9.10 

• • -6.26 • • 5.24 
' • tl-93 

-s.7d 1.41 3.47 5.48 • 20.04 10.50 5.33 

• • • 7.63 24.55 21.77 19.01 

.... 66 40.76 -1.94 0.63 2.92 .. , 22467 • u.:zg 3.57 "·" 21.13 12.34 17.52 ••• 2 '·" 

139 
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2 3 4 6 7 8 !i 10 II 

370 2!J.40 a 1.18 ~7.90 • 
381 17.96 2.47 .....0.17 • 3.93 

382 -1.08 o.os -1.90 0.31 -3.29 I> 

383 .. .. ' • 
384 •• 2$ 23.61 13.09· 11.61 2.03 • 3.25 • 2.09 a.so 
385 b .. 
389 5.24 .. ... 
391 • • • 
391 7.72 • -4.26 

393 12.55 15.61 

395 • • 
396 b --8.17 

399 10 .. 07 11.04 -c.06 • o.as b • 0.69 

511 1.45 -8.14 -12.!57 4.33 --8.86 0.40 -2.06 b -tZ.-28 -4.98 

511 12.Si 

"' 0 

' 
1.81 10.30. • • 

S11 -o.s6 3.14 

844 9.60 -7.11 

All Grou~ 0.07 0.54 3.38 5.27 1.89 4.04 4.05 1.73 -2.35 0.03 

a•Bsbtonce ofPactorlea and thereby Worken fa 1969 and no tin 1960, 
b-Bxlstcoce ofFactorlcaandtberebJ"Workon in 1969 andnotJn 1960. 
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12 13 14. IS 16 17 18 19 20 21 

39.22 51.19 29.70 29.51 36.33 

• 18.82 

-1.74 -2.35 b 2.61 -1.&7 

• 
14.45 b 7-37 8.51 23.68 !5.16 -3.03 6.64 

a • b 20.91 

b a -10.98 

a a a 

2.39 a a 4.27 

a .a 16.71 

47.04 59.08 54.82 

a a 9.65 

b 38.80 -1.07 4.37 1.07 

b b b 12.10 5.66 7.16 -10.88 -1-14 

a .. 15.26 

b ..-2.29 18.88 b 5.69 

2.34 11.23 b 1.73 

b b 1.30 

• -J.OJ 3.27 -o.t9 s.ao 3.10 11.63 '·' •• !.297 

Note,-1 Compound rates of growth of workers per annum (per cent) refer to those or resistcred of 
• aubmittina returns. . 

2. Worked out on the basis of CIF Data. 

10- !Expert Com/73 
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APPENDIX 

Per Factory Employment amoug District of Gujarat by 

Industry Group. 
Coda Ahmedabad Bbamagar Amrcl Junagadh 

1960 1969 l960 1969 1960 1969 1960 1969 

2 3 4 

010 •. 64.94 .58.14 .54.40 29.73 ss.oo 34.00 54.94 119.18 

202. 23.67 197 .so 25.00 

203 • 32.00 

205. 19.48 ts-42 19.00 14.47 

206. JJ .00 26.00 

201. 33.00 265.50 705.00 356.67 

208. JS.so 9.25 

209. 26.77 125.29 43.62 41.13 26.87 38.78 35.33 32.40 

214. 12.20 32.80 

:220. 23 • .50 JS.OD 20.60 24.15 

231. 879.48 687.90 339.06 105.43 40.50 u.oo 1"6.00 2159.0 

232. 74.00 52.00 

233. 21.33 33.00 26.00 13.75 7.00 u.oo 
239: 30.00 36.50 

241. 28.00 

243. 2~.80 33.25 

244. 39.67 

:250. 32.26 26.43 37.00 12.40 

260. 24.00 39.80 16.00 

271. 136.17 46.38 14.00 

.280. 24.39 28.84 58 67 38 .DO J.OO 

291 • 32.00 39.00 7.00 19.00 

292. 13.33 39.22 11.29 

;oo. J9.25 34.20 319.00 250.00 

311. 123.18 96.83 35.00 -42.17 163.83 447 .so 
319. 21.22 52.59 17.50 21.20 54.00 

-.121 • 26.67 11.00 

331 • 72.35 56.00 80.75 88.00 63.57 31.60 

332. 17.00 

333 . 33.09 127.00 208.50 74.50 J23,00 

:934. 19.00 52.25 377.00 

339 •. 34.64 55.19 42.20 19.12 1.50 25.00 21.00 28.20 

:341 0 15.68 55.44 45-61 30.67 

342. 16.36 20.96 

350. 16.09 26.63 17-92 16.96 18.33 16.62 

360. 27,71 36.59 30.69 24.28 4.00 24.67 43,00 
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TABLE III 

Industry Group (3-Digit level) : 1960 and 1969 

Jo.mnasar Kutch Rajkot Soreo.dernagar Banuskantha Mehsana 
1960 1969 1960 1969 1960 1969 1960 1969 1960 1969 1960 1969 

s 6 7 8 9 to 

35.40 56.33 56.22 44-15 51.65 46.06 138.25 ] 16.33 102.38 103.33 

12.00 189.00 293.00 

24.00 13.00 17.00 23.33 14.00 22.00 20.25 18.50 

10.00 

61.50 

49.11 63.51 398.50 254.56 43.94 33.34 121-14 99.39 29.00 .• 16.7$ 1'8,50 

5.00 41.00 

43.39 128.!10 

2H.Sl 357.00 39.00 312.00 117 .6() 78.36 499.00 815.50 920.00 826.22 

14.00 22.00 

196,00 13.00 31.15 16,00 

24.50 35,00 

32.00 52.00 

14.00 18.00 22.00 527.00 427.00 

11.00 16.50 

18.20 66.00 u.oJ 28.00 17.00 

7.00 16.00 62.50 59.44 5.00 

25.00 

26.00 23.00 

so.so 6.00 s.oo J2.50 

1886.00 61i2.00 ,, 19.00 ,, 245.50 438.67 25.50 

57.00 88.00 26.33 16.67 12.00 9.00 9.00 35.00 

313 .oo 48.67 38.25 31.50 27.00 13.00 

)(.00 21.80 s.oo 12.41 24.11 19.00 19.67 29.00 

48.75 47.11 336.00 52.07 144.40 67.00 

833.00 799.50 

45.00 36.00 41.00 32.29 28.82 12.00 12.00 1 t .00 54-75 

12.00 43.25 19.00 33.29 26.67 6.00 

u.oa 17.0J 19.00 7.00 

5.61 27.91 63.00 36.67 29.25 24.67 28.00 41.00 12.00 

31.44 35.43 26.00 30.30 42.89 78.00 56.91 34.00 11.00 27.86 54.00 
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Industry Group 
Gandhfnagar Sabarkantha Panchma hal s Code Ka.ira 

1960 1969 1960 1969 1960 1909 19 60 )969 

II 12 13 14 

010. ll7 .00 118.00 11.44 8!.95 79.63 107.50 118 .zs 
202. 1!50.50 266.67 

203 • 

205. 24.00 10.43 9.27 33.00 30.00 

206. 

207. 

208. 

209 .• 53.00 36.30 40.73 48.20 25.90 29.27 

219. 

220. 36.22 29.63 

231. 2·ti.OO 370.57 181.20 

232. 

233. 

239. 13.00 48.50 

241. 

243. 48.00 

244. 

zso. 36.00 6.00 

260. 13.00 

271 • 32.00 44.20 

280. 19.00 30.00 24.00 24.20 5.00 (0.50 

291. 16.00 

292. 37.50 14.00 

300_. 34.00 

311 • 58.80 63.20 92.00 

319 . 88.00 41.00 

321 • 

331 • 38.00 47.U 31.06 46:,00 

332. 12.00 461.00 227.00 199.00 

333. 38.00 149.00 126.00 66.00 

334. 724.00 

339. .. - ..~ 26.00 26.00 142.71 ••••• 40.40 23.67 

341 • 22.00 54.00 71.00 

342. 14.50 9.00 

350. 29.00 23.50 

360. 25.46 72.27 
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Baroda Broach Surat Dangs Bulsar GOJARAT 

1960 1969 1960 1969 1960 1969 1960 1969 1960 1969 1960 1969 

" 16 17 18 19 20 

1H.67 188.25 121 -24 144-21 137.J9 182.00 79.75 131.75 93-26 98.75 

316.00 252.00 58-43 249.44 

14.00 41-00 14.00 36-59 

23.56 29.50 15.00 18.41 21.00 14.00 6.40] 20.00 89.30 

11.00 8.00 15.00 30.00 13.67 22.27 

96.00 150.00 113.00 2S4.00 149.20 233.77 

10.00 9.00 14.33 9.20 

20.36 44.67 27.00 13.00 31.00 32.05 38.50 33.40 45.30 47.61 

16.00 15.00 ... 11.2S 17.75 11.55 27.67 

27.33 46.63 .21-SO 11.33 35.35 31.89 

I)J7. !5 tlll.OJ 2Ht.20 193.08 19.28 42.77 32.10 233.10 501.58 262.72 

74.00 52.00 

.. .. 24.62 021.27 

z9.oo 23.50 16.89 20.19 69.00 23.34 41.08 

24-SO Jt.so 
28.00 28.00 21.00 ~62.S0 36.38 47.89 

.. 37.75 sz.oo 
21.50 37.33 33.37 28.50 17.00 39.00 42.93 22.84 4S.56 ~32 .19 

43.00 15.00 14.00 21.60 26.45 

26.51 312.00 147.83 303.00 180.86 92.06 81.00 

42.62 40.46 21.40 20.0~ 27.00 12.00 29.12 31.67 

18.33 27.67 

14.67 60.15 16.94 30.83 

165.33 161.67 9.·00 33.50 21.50 18.50 55.<42 

tOll .00 183.40 144.00 28.00 297.83 14.00 58.00 163.63 195.15 

201.00 323.54 81.50 93.00 21.58 2<45.00 197.17 106.24 118.!54 

12.00 330.00 , 22.67 9.50 46.25 63.00 .. ' 
s7.83 67.40 70.00 23.20 82.75 71.34 86.73 71.18 60.14 50.06 

S03.00 455.60 .. l 24.00 251.40 300.30 

21.50 ss.oo !57.!56 104.64 

176.83 54!5,67 

35.29 22.16 39.so 14.00 29.00 21.00 57.00 ..:i.oftl 33,86J 

166.33 86.75 28.00 35.93 29.!50 84.60 132.54 50.60 

u.oo 112.00 21.00 14-26 17.S9 29.73 17.79 23.72 

12.60 60.75 40.00 42.00 48.39 37.50 13.31 t9.37i 28.81 

f16.8S 159.15 27.09 46.78 28.U 33.39 [33.85 50.75 
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2 3 4 

370. 16.50 62.07 13.50 

181 • •I, 18.50 193 .00 14.50 ts.so 
382. 312.25 373.33 196.67 593.00 t54.SO 2sS.oo 
383. 

384 0 69.68 92.97 21.50 51.14 26.00 44.50 42.67 54.86 

385. 15.00 

389. . 9.00 15.00 

191. 25.00 

392. 29.00 30.50 10.00 

393. 19.00 31.00 

395. 11.00 .. 
396. 17.00 

399. 19.64 16.70 8.60 32.67 

su. .183,60 176.70 93.50 20.00 23.00 6.00 64.33 59. 00' 

512. 44.00 47.67 25.00 

521. 66.00 79.00 9.00 24.00 27.00 

522. 21.50 26.00 8,00 11.00 

844. 22.00 18.33 

AJI G!'oups 186.50 147,81 66.73 42.76 38.52 51.14 59.02 71.09 

(Non.-Worked out on the basis of CIF Data.) 



147 

5 6 7 8 9 10 

18.33 13.75 7.00 27.33 4.00 

119.00 ss.so 110.00 34.00 so.oo 

73.00 226.00 116. 57 194.67 .. .. 162.00 

14.00 

27.00 JJ:oo 28.43 19.25 28.91 34~00 20.33 30.00 32:60 54.14 

-
36.00 114.50 

17~00 11.00 

23.50 57.29 .. -
8.00 

30.50 8.67 

33.60 18.50 9.00 20.50 26.87 367.00 51.00 29.44 35.50· 

81.40 Sl.67 25.33 14.60 25.44 37.20 13.25 ~1.00 17.00 19.00 28.50' 

25.00 

23.00 'it.oo 
61. 4 64.53 85.06 79.98 43.b3 40.85 121.70 109.37 23.61 25.77 126.65 154.26-

Nont.-Per Factory Bmploymont refen to those ofrcaistcrod factories (submit tins returns), 
2.-Workcd out on the basis ofCIF Data. 
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II 12 13 14 

370. 39.00 82.08 

381. 37.95 

3'82. 1474, 50 1237.50 

383. 

384. 20.67 59.75 27.75 40.50 35.00 

385. 107.00 

jS9, 

391. 7.00 

'3'92. 

393. 

395. 

396, 24.00 61,00 

399. 30,67 

.511. 10.00 11.00 28.25 

512. 

521. 13.00 

.522. 

844. 

All Groups 69.20 80.83 83.05 70.31 58.10 91.48 78. 15 
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IS 16 17 18 19 20 

45.00 200.57 19.00 32.00 1(.00 29.20 20.17 78.96 

36.50 47.23 

545.00 859.00 28.00 51.00 33.00 287.04 441.29 

14.00 

43.00 37.83 12 •. H 51.67 39.25 58.55 34.00 50.00 40.41 57.33 

30.00 10.00 12.50 55.67 

199.00 50.00 104.00 - 32.50 

15.50 44.12 

19.42 24.58 10.00 10.00 20.53· 22.29 

61.00 6.00 22.60 48.18 

8.50 12.55 9.50 22.93 9.00 18.15 

26.00 28.00 

14,00 74.30 15.43 13.86 30,00 34.50 31.87 27.20 

15.00 18.80 24.50 42.50 255.00 101.80 153.50 24.25 54.50 51.32 

14.00 44.00 36.40 

29.00 23.00 11.0{) 62.00 10.00 23.00 40.00 

24.33 23.00 5.00 9.67 9.00 17.22 18.40 

7.00 6.00 14.50 16.50 

120.84 135.95 121.36 121. 51 4:l • .42 45.60 17.0J 39. ')} 4).85 63.50 105.14 88.27 



150 

CODE NOS. OF INDUSTRY GROUP 

0 !0. Gins & Presses 

202. Manufacture of Dairy Products. 

203. Canning and. Preservation of Fruits and Vegetables, 

205. Manufacture of Grain Mill Products. 

206. Manufacture of Bakery Products. 

207. Sugar Factories and Refineries. 

208. Manufacture of Sugar Confectionery, Cocoa & Chocolate. 

209 .. Manufacture of Miscellaneous Food Preparations. 

214.' Soft Drinks and Carbonated Water Industries. 

220. Tobacco Manufactures. 

231. Spinning, Weaving and Finishing of Textiles. 

232. Knitting Mills. 

233. C<>rdage, Rope and Twine Industries. 

239. Manufacture of Textiles not elsewhere classified. 

241. Manufacture of Boots and Shoes (except Rubber Footwear). 

243. Manufacture of Wearing Apparel (except Footwear). 

244. Manufacture of Made-up Textile Goods (except Wearing Apparel). 

250. Manufacture of Wood and Cork except manufacture of Furniture. 

260. Manufacture of Furniture and Fixtures. 

271. Pulp, Paper and Paper Board Mills. 

280. Printing, Bookbinding, etc. 

291. Tanneries and Leather Finishing. 

292. Manufacture of Leather Products except Footwear and other wear-
ing Apparel. 

300. Rubber and .Rubber Products. 

311. Basic Chemicals including Fertilisers. 
319. Manufacture of Miscellaneous Chemical Products. 

321. Petroleum Refineries etc. 

33 I. Manufacture of Structural Clay Products. 

332. Manufacture of Glass and Glass Products (except Optical Lenses). 

333. Manufacture of Pottery and China Earthenware. 

334. Manufacture 

339. Manufacture 
Classified. 

of Cement. 

of Non-metallic 

341. Ferrous Metal Products. 

342. Non-Ferrous Metal Products. 

Mineral Products not elsewhere 

350. Manufacture of Metal Products (except Machinery and Transport 
EqUipment). 
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360. Manufacture of Machinery (except Electric Machinery). 

370. (a) Electrical Machinery. · 

381. Ship Building. 

382. Manufacture of Repair of Rail Road Equipment. 

383. Manufacture of Motor Vehicles and Cycles. 

384. Repair of Motor Vehicles and Cycles. 

385. Manufacture of Bicycles. 
389. Manufacture of Transport Equipment Not Elsewhere Classified. 

391. Manufacture of Professional Scientific measuring and Controlling In-
struments, 

392. Manufacture of Photographic and other optical Goods. 

393. Manufacture of Watches and Clocks. 

395. Manufacture of Jewellery and Related Articles. 

396. Manufacture of Musical Instruments. 

399. Manufacturing Industries not Elsewhere Classified. 

511. Electric Light and Power. 

512. Gas Manufacture and Distribution. 

521. Water Supply Stations. 

522. Sanitary Services (Pumping and Sewage). 

844. (a) Laundries and Laundry Services. 



ANNEXURE VI 

Industrial Incentives in Haryana 

Introduction 

. _The purpose of this paper is to list the various incentives offered to indus
~alists by the Government of Haryana and different state sponsored corpora. 
!Wns .. The rate o~ growth of employment has been calculated from l9oti .70 
m registered fact~nes ~y mdustry groups, each classified by district for finding 
out the effect of Incentives on employment. The Appendix III gives detailed in
formation about incentives offered by the State Financial Corporation the Hary
ana State Small Scale Industries Corporation, the Haryana State Industrial Deve

lopment Corporation, and the State Bank of India. 

Growth of lndusfrial Emplol;:JDent In llaryana 

. Table I exhibits the level of employment in 21 in.dustry groups in 7 dis
tncts of Haryana for the years 1966 and 1970. Data JS based on the register
ed factories and is collected by the Labour Commissioner, Haryana. 

The total employment provided by these industries was 66 957 in 1966 and 
88,675 in 1970 thus registering compound annual growth rate of 7.3 per cent. 

During this period of four years 18 industries out of 21 industries have rc· 
gistered an increase iri employment. 

Out of the 21 industries 8 big industries viz: processes allied to agriculture, 
textiles, food except beverages, non-metallic mmeral products, manufacture of 
metal products, manufacture of machinery, electrical machinery, transport and 
transport equipment accounted for 77.09 per cent of employment during 1 966. 
The percentage share in employment provided by these industries increased to 
77.29 in 1970. Taking these eight industries together, we find that employment 
provided by these industries increased from 52,960 in 1966 to 68,595 in 1970. 
These industries have shown 6.6 per cent compound rate of growth of workers 
per annum. The remaining 13 industries have registered 9.5 per cent compound 
annual growth rate. "Electricity, gas and steam" have shown the highest rate 
of growth of 37 per cent. This high rate reflects the progress made in rural 
electrification in Haryana. 

Regional Distribution 

Four districts-Ambala, Gurgaon, Hissar, and Rohtak have shown an over
all increase in employment during 1966-70. Jind, Karnal, and Mohindergarh 
have registered decline in employment over these four years. Gurgaon has come 
out with the highest growth rate in industrial employment i.e. 13.2 per year. 
The growth rate average has been pulled down by districts like Jind, Karnal and 
Mohindergarh having .negative growth rates of 2.7 per cent, 1.2 per cent and 
1. 7 per cent p<r year respectively. Hissar, Rohtak and Ambala have shown 
positive annual growth rate with 9.4 per cent, 4.5 per cent and 1.4 per cent res
pectively. 

Agencies for Promoting Industrialisation 

The strategy adopted by the Govern.''?ent for. !ndu~trial de~eloJ?ment of. the 
State is provision for infra-structure facihues,. cnhcal mtervenho~ of th~ State 
for promotion of industries in large and medmm scale sectors, dtrect assiStance 

I wish to thank Mr. Deepak Khurana who helped me in collecting data 
for this paper. 
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-----------------Y-~~-0/ Workrrs Emp1oyld in Working Factor! I.'! lndUJtry-wlse a11d Distrlci·Wist> (1966-1970} 

Indus
t,y 
code 

Industry Amba\a Gurgaon Hissar lind K.una\ Mohindergarh 

1966 1970 1966 1970 1966 1970 1956 1970 1956 1970 1966 1970 

124 175 2,443 3,303 01 Proeesses a lied to agriculture • 

20 Food except bcveraaes 2,171 2,101 88 

29 

390 

43 

667 6SS 

21 Beverages 148 222 

23 Textiles 

24 Footwear,otherwearing appa
Al. 

91 

25 Wood and eork eXCept furni- 1,068 ·-· 26 Furni turc & fb.ture 20 

27 Paper &paper products • 

28 Printing, publishing & allied 
industries. 

29 Rubber & rubber products 

30 Chemical & chcmjcaJ products 

32 PGtrolcum Prod. & coal • 

2,317 

226 

913 2,563 4,HOS 4,556 7,333 

1,253 

892 

25 

2,540 

142 

IS 

34 

24 

JJO 262 

19 80 

722 

629 

1,314 

301 

607 

801 

2,416 

302 

98 

·7 

93 

33 

122 

IS 

45 

51 

28 

239 

23 

25 

146 411 322 

29 1,434 1,159 

68 

80 177 

1,677 1,{06 

167 

49 

200 

88 

254 

76 

700 

IS 

63 

4 8 

Rohtn\: ·Tot\ I Total 

1966 1970 1966 1970 

159 

639 

123 3,376 4,069 

770 5,022 5.101 

257 422 

S!U 1,013 9,468 15,17l0 

1,253 

122 245 1,614 1,836 

26 

73 

213 

65 

23 

679 

251 

39 105 

3,088 

1,148 

1,387 

721 

3,288 

{,(j8t 

·3,238 

701 

51 52 

33 Non-mctaU ic mineral Prod. 

34 Basic metal induatric• , 

26 

18 

975 90S 2.553 3.924 4 888 825 1239 8'i3 . 5,655 6,521 

427 276 1,152 1,723 147 

1,992 2,151 2,154 2,201 

45 187 

398 

291 

332 IS 

482 293 239G 2,530 

260 142 4 821) 4,847 35 Manuractureofmetalproducts 

36 Manufacture ofrnachi nsry 3,608 3,502 4,046 6,542 

103 

10 

398 431 887 702 

15 

7 7 1,544 1,473 10,490 12,657 

37 Electrical machinery 

38 Transport and trasnportcquip-
mcnt. 

39 Mis~llancous 

!51 ElecetricitY &a&.stcam 

'2 Water and sanitary service• 

ToTAL 

97 110 5,701 10,022 

4,323 4,81.5 1,780 

1,34& 1,175 1,476 

24 30 132 

39 37 

2,855 

1,781 

644 

24 25 

78 48 

19,042 1.0,090 :l-4,789 40,651 8,510 11,205 

SoUR.CE : Chief Labour Commissioner, :Qaryana. 

74 ss 

24 

33 

122 

142 

299 5,7111 5,51-4 914 

Comptl,tl bY : lC SS RProject'Ioam,Department of Economics, Punl.lb University, Cbandigarh. 

ass 

96 52 5,968 10,239 

2.023 2,126 

142 144 

8,152 9,941 

3,058 3,290 

189 674 

39 37 

7,589 9,062 66.PS7 88,675 



TABLB II 
Compound rate o/ growt/1 a/workers per annum (per cent) by Industry groups and Districts o/ Haryana(l966-1970) 

Indus- Industry Ambala Gurgaon Hissnr Jind Karnal Mohin- Rohtak Total 
try dergarh 
Code 

01 Processes allied to agriculture 9•0 7•8 -13·1 -6·3 -6·6 4·8 
20 Food except be~erages -0·8 46·0 -0·5 6·0 -5·5 4·8 0·4 
21 Beverages 10·7 10·4 22·0 13·2 
23 Textiles 0•8 17·0 12•7 -ll·O 14•9 12·5 
24 Footwear, other wearing apparel. b b 
25 Wood and cork except furniture . -4·6 19·2 5•6 . 20·0 !1·1 19·0 19·0 3·3 
26 Fixture and Furniture . 5·7 '13'0 28·0 
27 Paper and paper products . 2·3 -4·4 _ .. 11·6 1·6 
28 Printing publi;hing & allied industries .. -12·3 6·2 21·0 28·0 -3·1 10·0 
30 Rubber and rubber products . b !6·4 b b b 75·0 24·0 .... 
31 Chemical and chemical products . 6·9 0·0 16·2 -8·7 4·2 -1·1 v. 
32 Petroleum products & coal 7·4 4·2 0·5 .;:.. 
33 Non-metallic mineral products -1·9 11·3 b -1·9 -9·5 3·6 
34 Basic metal industries -3·7 10·6 9·3 a 11·7 23·0 !0·2 
35 Manufacture of inetal products -2·0 0•5 a -4·6 0·0 -16·4 0·1 
36 Manufacture of machinery --'-'0•1 .. 12·8 2'0 -6·0 o·o -1·2 4·8 
37 'Electrical macitinery 3·2 15·1 -7·7 -16·6 14·5 
38 Transport & transport equipment 2·7 12·6 1·0 80·0 1·4 5·0 
39 Misoellaneous industries ·. . .. -3·5 4·8 -12·9 55•0 0·4 1·8 
51 Electricity, gas and steam 5·8 48·0 a· 37·0 
52 Water &. sanitary ser.vices -1·3 -1·2 

TOTAL 1·4 13·2 9·4 -2·7 -1·2 -1·7 4·5 7·3 

0•00 =No growth. 
a =Factories and thereby worker• existing in 1966 only. 
b =Factories and thereby workers existing in 1970 only. 

Compiled by :I C. S. S. R.. Pcoject Telm, Dapartment of Economics, Punjab University, Cha!tdigarh. 
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to small scale industries and promotion of research and quality consciousness. 
One of the main planks of this strategy is to atiract industries to areas sur
rounding Delhi by offering industrialists various concessions for purchase of 
land supply of electricity etc. Faridabad, Ballabhgarh and Gurgaon have as a 
resuit developed into big industrial centres. Some of the other principal fea
tures of the State's policy are to provide a comprehensive corporate net-work 
to offer expert service, to give assistance to self -employed. technicians .:1nd arti
sans in semi-urban and rural areas, to provide technical assistance and informa
tion to entrepreneurs in respect of potentialities, locational advantages etc. Hary
yana Industrial Development Corporation has been set up to develop 
Industrial areas and estates in a widely dispersed manner. Haryana State Finan
cial Corporation has been set up to provide finance to entrepreneurs. T,he 
Haryana Smal.l Jndu~tries q>rp,ora~ion has been established t? serve the ;teeds 
of small scale mdustnes by dxstnbut10n of controlled raw-matenals, sale of hnish
ed products. supply of machinery on hi~e-pur~hase basis etc. The Sta~e Bank of 
India has introduced a scheme of financial assistance to small scale units. It ad
vances medium terrn loans and instalment credit. 

Facilities and Concessions for Entrepreneurs offered by State Government 

The various facilities and concessions provided by the State Government 
under its various schemes to accelerate industrial development can be briefly sum
marised as under :-

(1) Choose your Industry.-The entre9]"eneurs are assisted by the Directo
rate of Industries to select their own industry from among a large list 
of industries having scope in this region. This list has been compiled 
from the recommendations of various State and private agencies, and 
is based upon the feasibility surveys conducted by them. In case, an 
entrepreneur decides on his own item, he is assisted by the Technical 
Experts of the Directorate of Industries to prepare a scheme. 

(2) Industrial Licences under Industrial Develapment and Regulatian Act.
The State Government recommend applications to tbe Government of 
India for the grant of industrial licences for large and medium mdus
tries. These applications are actively followed by the State Govern
ment to see that the necessary licences are issued at an early date. Dur
ing 1970-71, 270 applications were recommended to the Government of 
India and 78 letters of intent and 31 licences have been issued for the 
State of Haryana . 

. (3) Technical Assistance and Feasibility Studif!.s.-As soon as the entrepre
neur bas decided upon the industry he WIShes to embark upon, assist
ance is provided by the Technical Experts of the Directorate to pre
pare a scheme for establishment of this unit. In fact a large number 
of schemes are already available so that no time is lost between choos
ing an industry and applying for its registration. Government meets 
50 per cent of the cost of preparation of feasibility reports in case of 
selected industrial projects provided these are prepared by an approved 
agency. 

(4) Industrial Areas a_nd_ Industrial. Estates.-~he main .object of the pro,. 
gramme of estabhshmg Industnal Estates ts to provide accommodation 
to small industries at suitable sites with facilities of water, electricity 
transport, banks, post-offices, canteens, etc. and thereby create the neces~ 
sary atmosphere for establishing industries. Other facilities provided hy 
the Government include among others, Quality Marking Centres. The 
Department of Industries, has set up a number of industrial areas and 
estates. Government takes full responsibility for the development of 
roads, provision of water, supply of P?Wer etc. Recently about ~00 
acres of land bas been developed at Fandahad and has been practically 
sold out. Land is also being developed near Sonepat, Rohtak, Bhiwan! 
Ambala and at Panchkula near Chandigarh. An industrial estate is be: 
ing built at Murtha! near Sonepat, and another is being set up at Pinjore 
near the Hindustan Machine Tools Factory. More and more areas wm 
be taken as the demand increases. 
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(5) ~tate Aid to Industries Act.-Loans are advanced to the small-scale in
dustries under the Punjab State Aid to Industries Act and rules fram
ed thereunder, for construction of factory buildings, purchase of machi
nery and equipment and working capital, these loans are granted upto 
Rs. 50,000 /· against tangible security in the form of land, building and 
machinery either of the applicant or of any surety. Such loans are given 
upto 50 per cent of the value of the security offered in Urban areas and 
1 jJrd of the value of the property in the rural areas. Loans upto 
Rs. 5,000 !- are granted against one personal surety having property 
worth double the value of the loan applied for. 

The loans upto Rs. 25,000/- carry an interest rate of 3 per cent 
per annum and from Rs. 25,000/- to Rs. 50,000 I· at 7 per cent per 
annum. 

(6} Relief from Taxation.-Haryana Government gives various concessions 
on taxes depending on the location of industries. For this purpose 
Haryana State has been divided into three areas : These are :-

(a) More or less developed areas comprising of Faridabad/Ba!labhgarh 
belt. 

(b) Backward areas c.:>mprising of districts of Hissar, Mohindergarh, and 
lind and Tehsils of Rewari, Naraingarh and Kalka and sub-tehsil of 
Nahar. 

(c) Developing areas-areas other than (a) and (b) above. 

Those units whose capital investment does not exceed Rs. 7.5 lacs in region 
(a), Rs. I crore in region (b) and Rs. 50 lacs in region (c) are entitled to the 
following tax concessions:-

6.1 Electricity Duty.-New units established in Haryana are completely ex
empt from the payment of electricity duty for a period of 3 years in 
developed areas, 7 years in backward areas and 5 years in developing 
areas. 

Further concession in tariff is available to each chemical and other indus~ 
tries using power as principal raw material. 

6.2 Sales Tax.-Inter-State sales tax payable by new units is treated as in· 
terest free loan and this concession is made available from the date of 
production for periods of 3. 7 and 5 years in the three regions res~ 
pectively. 

The amount of inter~state sales tax is recoverable after a period of 5 yea!s 
and would be payable in a further period of 5 years in 10 equal stx 
monthly instalments. No new taxes are to be levied in respect of pur
chase of industrial raw~material for the manufacturing processes in fac
tories within Haryana for the next 5 years. 

6.3 Property Tax.-New units are exempted from property tax for a period 
of 5 years. 

6.4 Octroi Duty.-AII industrial' units, which fall outside the Municipal 
limits, at the time of their establishment are exempted from the levy 
of octroi for a period of 5 years from the date of their going into pro
duction. 

New in4ustrial units located in the Municipal limits are exempted from oc~ 
trot on capital equipment and building material. These units are also 
exempted from octroi duty on raw material for a period of 3 years. 

Mlscel/aneous Incentives 

C Besides tax concessions, Haryana Government has set up .Quality Marking 
entres, ~~dustrial Development Centres, Heat Treatment Centres and Com~ 

~on Facd~ty Ce!ltres at various places in the State. Small scale industries are 
g_tven spectal assiStance for marketing their products through Government Empo~ 
na. 



APPENDIX ill 
(i) Incentives given by HaryantJ State Financial Corporation 

Haryana Financial CorporatiOn an· autonomous body ·came into existence
on 1st April, 1967 .. It grants Joan upti> Rs. 2D lacs in case of public limited 
companies and registered cooperative societies and upto Rs. 19 lacs in other cases. 
These loans are granted for creation of fixed assets to new entrepreneurs for ex
pansion or for rationalising existing industrial units. Loans for working capital 
are also granted to the small scale industries in special deserving cases where 
working capital is ·not available from other sources including commerciai ban~ 
The rate of interest on loaM upto Rs. 5 lacs to small scale industries is 9.75 per 
cent per annum which is ·reduced to 8.5 ·per cent per annum on availability . of 
finance from the Industrial Development Bank of India. · In case of loans to 
other than the small scale industries the rate of interest is 3 per cent above the 
Bank rate with a minimum of 9.75 -per cent per annum which is reduced t<> 
8.75 per cent per annum on the availability of refinance from the Industrial De
velopment Bank of India. The loans are payable in a period of ten years with a 
grace period of two years. 

Special concessions are being granted to units in the backward area8 of the 
State, The margin is reduced from 40 per cent. to 30 per cent for medium and 
large scale units and from 25 per cent to 20 per cent for sm8.ll scale units. The 
repaymen.t. period is extended upto 15 years with a grace period of 4 years. 
The. rate of interest is charged at 7 per cent per annum. • · 

Loans are also provided on attractive tenns for the pu:r.chase of generating 
sets and transport vehicles. During the year 1970-71, the Ha.ryana Financial Cor
poration h::LS sanctioned loans amounting to Rs. 2.83 crores to a. total of ·60.. 
units which include 40 in the small scale sector~ 8 transport operators and 12 
other units. 

TABLE III 

Haryana ·Financial Corporation 
Industry-wise classification of Loans and Advances as on 31st of March, 1972 

•· (Rs. in lacs) 

Sl. 
No. 

Industry 

1. Food except beverages 
2. Textiles . 
3. Wood & cork except furniture 
4. Paper & paper products . 
S. Printing, publishing & allied 

industries . . 
. 6. ·Rubber & rubber products 
7. Chemicals & chemical products . 
8 .. Manufacture of non-met.allic . 

products 
9. Manufacture of metal pro-

ducts ,. . . . 
10. Machinery & electrical muchi· 

nery • • . • • 
11. Manufacture of transport equip-

ment . • • 
12. Miscellaneous industries • 

TOTAL 

No. of Amount No. of. Amount 
applica- sanctioned applica- disbursed 
tions · tions 
sanctioned to whom· 

loan disbursed 

51 130·94 34 107·63 
36 164·77 27 137•52 

3 11·66 3 10•67 
9 46•36 8. 36•21 

4 18·28 3 13-2g 
IS 38•20 12 29·97 
28 l30·1S 21 89·39 

17 . 3S·SS IS 30-54 

68 3S2·23 39 214•57 

41 159·52 29 109·23 

25 128·66 24 117·46 
33 6S·29 19 41•83 

330 1,281•95 234 938•3() 

Source : Haryana Financial Corporation, Chandigarh. 
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TABLB IV 

Haryana Financial Corporation 

District-wise Classification of Loans and Advance• 
as on 31., of March, 1972 

(Rs. in lacs) 

Small-Scale Others 

Sl· District 

No. 

Sanctioned Disbursed Sanctioned Disbursed 
----· 

No. Amount No. Amount No. Amount No. Amount 
of of of of 

units units units units 

1. Ambala 17 28·63 9, 12·47 

2. Gurgaon 94 284•21 63 162•55 67 538·81 58 452·33 

3. Hissar 34 63•30 17 31•76 9 63•47 8 57·93 

-4. Jind 8 12·50 8 10•28 

'· Kamal 31 42·47 20 25•95 12 73•76 11 69·73 

6. Mohindergarh 6 4·15 I 1·50 

7. Rohtak 38 70·38 27 39·12 13 10·02 12 74•67 

TOTAL 229 505·66 145 283•64 101 776·29 89 654·66 

So11rce. : Haryana Financial Corporation, Chandigarh. 

It is notable that the small scale units have received more than half the as
sistance provided by the Haryana Financial Corporation to the ~ndustrial un!ts 
in Haryana. The description of. the total am<?unt ~f loans san.c10n~ an~ ~IS• 
bursed to various industries by the Haryana Fmanctal Corporat10n smce tts m
.ception are given in Table I~I. J?istrict·wise ~lass_ific~tion ~f financial assistance 
pcovided by the Haryana Fmanc1al Corporatmn IS giVen m Table IV. 

(ii) Incentives by Haryana State Small Scale Industries Corporation 

On recommendation of the Director of Industries, machinery both imported 
and indigenous, is supplied by the Haryana State Small Scale Industries and Ex.· 
port Corporation on hire-purchase basis at very reasonable terms. Under this 
$Cherne the Corporation processes the reqnirements of machines for the small 
scale units, and supplies them on easy instalments on hire-purchase basis. Dur
ing the year 1970·71, against machinery worth Rs. I crore were placed for 
Haryana by the National Small Scale Industries Corporation. . · 

On the small scale industries side, the Corporation concentrates on its pri
nary function of procurement. storage and distribution of both indigenous and 
imported, channelised and non .. channelised raw materials, particularly various 
categories of iron and steel items like CR/HRBP ·sheets, GP/GC sheets, pig 
iron, MS plates, etc. and structural materials such as angles, joints channels, 
round bars which are required by the light engineering agricultural implements, 
and foundry inlustry in the State ... 

Further to augment •upplies the Corporation is regularly lifting prime I defec
tive materials offered by the main producer's stockyards in Delhi against the 
share of Haryana State from time to time. 
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Some of the items which the Corporation has been procuring and distribut
ing in the past are : Pig iron; Steel, Mutton tallaw for soap industry, non
ferrous metals, chemicals, cloth, yarns, etc. 

These raw materials are procured through the main producers and suppliers 
like Hindustan Steel Ltd.; Tala Iron and Steel Co.; Indian Iron and Steel Co.; 
State Trading Corporation of India, and other manufacturers. 

To meet the ever increasing demand of industry and to make available sup
plies from as near a place as po<sible, the Corporation set up a depot at Baha· 
durgarb recently besides the five depots and two sub-depots already functioning 
at Ambala, Yamunanagar, Panipat, Faridabad, Robtak, Kamal and Bhiwani. 
These Taw~materials are distributed according to the directions or the approved 
policy of the Director of Industries, Ha.-yana. 

The Corporation also proposes to take up new activities like supply of 
machinery on hire-purchase basis and marketing of products of small scale 
industries by procuring orders from the DGS & D, Railways, P & T and other 
similar Govt. of India and State organisations. 

Export 

The Corporation executed a nmnber of orders for the supply of foot·wear, 
leather belting, diesel engines, centrifugal pumps, scientific instruments and 
laboratory equipments, etc., to the Middle Eastern; East-African and South East 
African countries. The export of shoes to Russia continued to be the mainstay 
of the Export-Wing and 20,100 pairs valuing Rs. 6,93,055 were actually export· 
ed during 1969-70. 

The Corporation also exported diesel engines and spare-parts valuing 
Rs. 4.85,831.85 to Thailand and some middle eastern countries. 

The Corporation, which bas been recognised as an Export House by the 
Government of India, proposes to launch a special campaign for further aug
menting export and products which are manufactured by small scale units in 
the State by associating with the Trade Development Authority. 

(iii) Activities of Hllryana State Industrial Development Corporation 

The Haryana State. Industrial Development Corporation since its inception 
in )967 has been carrymg out a survey of the industrial potential of the State 
and based on that. working for the promotion and establishment of industries 
in the State. It has been trying to enter a wide and varied field of industrialisa
tion. The Corporation bas made a modest beginning in the systematic identifica
tion of various viable projects and a few of these are at an advanced state of irn
plenlentation. 

The Corporation has been taking steps to get the industrial licences from the 
Government of India for the projects which are considered to be feasible on 
the basis of the surveys conducted by it. It underwrites or participates in the 
preference shares of selected public limited companies for setting up medium or 
large scale industrial umts. 

(iv) State Bank of India 

The State Bank of India bas introduced a scheme of financial assistance ro 
small scale units under which working capital is advanced against pledge of 
goods either under lock and key or factory type basis. Advances are also 
made against hypothecation of goods and bills under collection, as well as 
against personal guarantee. 

State Bank of India advances medium term loans for construction of factory 
buildings and purchase of machinery and plant. Instalment credit loans are also 
being provided for expansion or renovation of the plant and special terms are 
offered to Jechnical entrepreneurs. 



ANNEXURE VII 

Industrial Incentives in the Punjab 

Introducdon 

The various incentives offered to il)dustrialists by .the Government of Punjab 
·and· different- state .sp~msor~ corporatiOns constitute. the essence of this paper. 
The impact of these mcenhves on employment has. been calculated by the nto 
of growth of employment from. 1966-1970 m _registered fact?ries by industry 
groups, each classified by district. . The. AppendiX a~ the end gives details about 
incentives offered by the State Fmancial CorporatiOn, the Punjab State Small 
Scale Industries Ca:rporation and the Punjab State Industries Development Cor
poration. 

Growth of Indnstrial Employment in Punjab 

Table 1 represents the levels of employment in 24 industry groups in all the 
II districts of Punjab for the year 1966 and 1970. The results are derived from 
data collected by the Labour Commissioner, Punjab. 

The total employment provided by these industries was 103475 in ·1966 and 
116776 in 1970 thus registering an average growth rate of 3.1 per cent. 

Taking industries separately; we discover that 10 out of 24 industries have 
shown an increase in employment. These industries were employing 95R;4 
workers in 1966 and are now employing 109958 workers. There were only five 
industries that showed a decrease in employment from 7621 in 1966 to 68i8 in 
1971. 

Out of the 24 industries, five big industries viz.! textiles, non-electric machi
nery, food (except beverage), transport equipment and metal products (except 

machinery and transport) accounted for 74.08 of employment during 1966. In 
1970, the proportion of employment provided by these industries fell to 72.04 

thus indicating that other industries registered a relatively higher rnte of &'l'owth. 
Taking these five big industries together, we discover that employment increas· 
ed from 76,655 to 84,106 during 1966-1970 i.e. a growth rate 2.4%. Out of 
these employment in food (except beverage) and transport equipment grew at a 
rate of 8.0 and 8.1 per cent respectively. However the rate of growth of em
ployment in textiles, metal products (except machinery and transport) and non· 
electric machines was only 1.4, 0.6 and 0.3 per cent respectively. 

Re~orud Dhrtribudon 

In Punjab, industries are mainly concentrated in four districts namely Amrit .. 
sar, Ludhiana, Jullundur and Patiala. These four accounted for 65.3 per cenl 
of employment in 1966 and 70.3 per cent of employment in 1970 out of th~se 
Amritsar is the only district where employment has shown a marginal decline 
over this period. Industrial employment has registered a big rise in the three 
districts of Ludhiana Jullundur and Patiala. Maximum growth in employment 
has been registered by Patiala followed by Ludhiana. 

Table 2 below gives the average compound rates of growth of indu;tr!al 
empl~yment in all the districts over the period 1966-70. The growth rate. of_In· 
dustna.l employment for the entire State was 3.1 per cent a year. The dtstrtcts 
of Pahala, Ludhiana, Sangrur and Bhatinda have shown growth rates .of 10.4 
per cent, 9.7 per cent, 7.8 per cent and 6.0 per cent per annum respectively. 
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Agendee for Fosteriq Inclustrialisadon 

To create a favourable and attractive climate for setting up industrial pra· 
jects in the State, the Punjb Government have taken the following steps: 

(a) These area have been given special concessions in terms of provision of 
utilities, remission of sales tax for a period of five years, .exemptio~ 
from electricity duty and price przference in Government pnrchases 
In addition existing as well as new and expanding indusi:rial pro~ 
in border cities of Arnritsar, Bafala and Ferozepur have been provid· 
ed attractive concessions. 

(b) 

(c) 

(d) 

Some of the principal features of the State's policy are to provide a 
comprehensive corporate network to offer expert service, to give as· 
sistance to self-employed technicians and artisans in semi-urban and 
rural areas, and to provide technical assistance and information to en· 
trepreneurs in .resgect of potentic~.lities, locational advantages, etc. 

Every district bas been provided with urban and rural industrial estate! 
which offer built-up factory sheds with water and power facilities 
These sheds are available on concessional terms for setting up small 
scale industrial projects. 

Punjab State Financial Corporation has been set up to promote anC 
finance new projects. The State Government has set up the Punjat 
Industrial Development Corporation with a view to developing indus· 
trial areas and estates in a widely dispersed·manner. The Punjab Small 
Industries Corporation has been established to se"rve the needs of small 
scale industries by distribution of controlled raw materials, sale of finish
ed products, supply of machinery on hire purchase basis etc. The Pun
jab Export Corporation assists industrial units in finding export markets 
for their products. A declared description of the activities of these 
Corporations is given in the Appendix. 

Existing Incenfives offered by the State Govt. 

Focal points for industrial growth have been established at Mohali noar 
Chandigarh, Rajpura in Patiala district and Dhandri Kalan near Ludhlana. . At 
these focal points the following infra-structure facilities have been provided. · 

Land.-Developed plots are available for allotment in focal point areas esta
blished by the Department of Industries. In exceptional cases, land selected 
by a unit outside the focal point area but within a five mile belt, can be acquired 
by Government on behalf of the unit. Recovery will be made in seven instal
ments as follows: 

10 per cent in cash before handling over possession. Balance 90 per cent 
to be recovered in 6 equal annual instalments, the first instalment being 
payable within 2 years from the date of handing over possession. Interest 
will be charged @ 4 per cent. 

Power.-Electrical power required for the new unit is supplied by the Gov
ernment with the concession that no electricity duty will be charged for .a pc!riod 
of five years from commencement of operation of the new unit. In case the 
unit is expanded the increase in consumption of electricity will also· be exempt
ed from duty for a further period of five years from the date of expansion. 

Water Supply.-lndustrial water supply is available in all focal point areas 
at the rate of Re. 1.00 per 1000 gallons. For plots outside the existing focal 
points, sub-soil water can be easily tappled at the depths of 35 to 50 feet. 

Roads.-;The focal. point areas are all situated on major highways and are 
easily access1~le by rad and road. The layout of sheds and other structures in 

:the plots reqmres the approval of the State Town Planning Orl!anisation. Standard 
nlants are available with this Organisation.. 
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Seweraqe.-Sewerage lines have been laid in the focal point areas. However, 
when l~d. IS acqurred. for an entrepreneur by Government within the five mil& 
belt adjomtng but outsrde the focal point. arrangements for sewerage, water sup-
ply and roads have to be made by the entrepreneur at his own cost. In'"' such plots,. 
the sewerage system can ~ connected with the Ojl~in, sewerage lines serving the 
focal point area. · · 

Tfri:Concessions.-(i) Refund of purchase tax on raw materials .and compo· 
nents will be made in respect of· pllrchlises made by the ·unit anywhere in India 
for a period of five years from the date of registration of the unit in Punjab. 

(ii) For fin_ished products. sold directly to consumers, an amount equal t.o 
the sales tax lev1ed by the PunJab Government will be made available to the umt 
by the Director of Industries, Punjab. The actual sales tax recovered through 
direct sales will be credited to government revenues as usual. This concession 
will also apply for a period of five years from the date of registration of the 
unit. 

(iii) In case of inter-state sales tax recovered by the unit on inter~state sales, 
an equal amount will be credited to the unit by the Director of Industries, Pun· 
jab. This concession will also be vlid for five years from the date of registra• 
tion of the unit. . 

(iv) Where the focal point areas are likely to be included in Municipal limits 
. some time in future, the unit wiil be exempted from octroi and terminal taxes 
imposed by Municipal Committees for five years from the date of registration. 

Registration.-Registration in case of sales tax retunds refers to registration 
with the Director of Industries, Punjab. 

In respect of octroi and terminal tax levied by Municipal Committees, !ho 
unit should be registered with the Municipal Committee concerned for chummS 
the exemption allowed by the Government. 

Expansion of the Unit.-Wbere a unit carries out expansion or o:nters a 
new line of production the above tax concessions will be available for a further 
period of five years from the date of expansion or production of new items ~ 
the case may be. These concessions will then apply to only the incremental untts 
produced of existing or new item. Expansion for the purpose of these. conces
!ions implies 50 per cent increase in capital investment and 100 per cent mcreasf 
in value of production within a period of one year of notifying the Director o 
Industries regarding the proposed expansion. 

Price preference.-With a view to encouraging local industries both within 
and outside focal point areas, price preference in respect of purchases by go-v~rn
ment agencies are allowed to the extent of 7t per cent for large and med1!lm 
scale units and 15 per cent for small.scale units. This means that if a _quotatiOn 
tendered by the unit is higher by these percentages, then other things bemg equal, 
preference will be given to such units in government purchases. 

Financial Assistance.-Tbe Punjab Government is prepared to use its good 
offices with government sponsored financial institutions for grant of liberal 
loans against fixed assets of an industrial unit. Government also offers to under· 
write share capital up-to 20 per cent of the paid up capital of new ventures, pro-
vided that government investment shall not exceed that of promoters. If, hoW
ever promoters' investment also includes the import of foreign exchange i!l. a forft 
perm!tted by the central government, the extent of government und.erwrltmg Wlal 
be ratsed by an amount to the foreign exchange component, provided th~ to~ 
underwriting does not exceed 30 per cent of the paid up capital. Matchm!J. 111· 
vestment by promoters will not be insisted upon for this additional unde~ntma. 
Government sponsored financial institutions such as Punjab State Industnal De
velopment Corporation and Punjab Fir}.ancial Corooration also undertake under• 
writing of preference and equity sb"ares. · · 
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Other casu in which pad<age · of focal poiJd collCeiiSioe Is available 

(i) New and expanding industrial units in tbe border· citit.. of A!ltritsar. 
Batala and Ferozepur are also eligible for all focal point concessions. 

(ii) Technically trained ,self-employed ·persons setting up units anywhere in 
tbe State will also he eligible for focal point concessions. The minimum accept
able technical qualification and extent of financial interest of the entrepreneur 
in the project will be prescribed by tbe Government 

(iii) Where promoters are bringing in not less than 15 per cent of tbe block 
capital outlay on any venture as foreign exchange in a permissible form they will 
be entitled to all focal point concessions, wherever the unit may be located in 
the State. 

Other opedaJ cases 

The existing industrial units situated in important industrial cities near the 
border, e.g. Arnritsar, Batala and Ferozepur, shall be given tbe following in-
centive for a period of 5 years from tbe date of tbe policy. · · 

(i) Sales Tax: 50 per cent of the tax on purchases of raw materials ancf 
on direct sales of finished goods to consumers will be refunded. 

(ii) Octroi: 50 per cent of tbe octroi duty will be refunded. 

(iii) Electricity duty : 25 per cent of the electricity duty levied by the State 
Government will be refunded. · 

General concessioruo for Industrial development in the State 
The following general concessions are being given to industrial units siutated 

anywhere in tbe State of Punjab: · · 

(i) The rate of electricity duty charged from industrial units is reduced 
from 20 per cent of the bill to 15 per cent This concession is admissi
ble for a period of 5 years. 

(ii) Loans up to Rs. 5,000 are advance by District Industries Officer to. 
small scale industrial units against one personal surety, provided the 
property owned by the surety is twice the value of the loan advance. 
Loans exceeding Rs. 5,000 and up-to Rs. 50.000 are sanctioned on 
the recommendation of the Board of· Industries by the Director of Indus
tries, Punjab. Punjab Financial Corporation advances liberal loans up
to Rupees twenty lacs, against fixed 'assets of existing and new industrial 
units. 

(iii) Price preference is accorded in government purchases. 

(i) Incentives by Punjab State Financial Corporation : 

The Punjab Financial Corporation which bas a paid up capital of 
Rs. 7,5000,000 (divided into 75000 shares of Rs. 100 each) aims to provide medium 
and long term loa~ to the extent. of Rs .. 20 lacs in the case of a public limited 
company or a regiStered cooperative society and Rs. 10 lacs in other case, at a 
rate of interest of 3 per cent above the bank rates, with a minimum of 9 per 
cent per annum. This amount is repayable in 10 years. The loans are advanc
ed on tbe security of land, buildings, plant and machinery by way of first re
gistered mortgage with a margin of 40 per cent of tbe net assured value. In cas~> 
of Government guaranteed, the margin is reduced to 25 per cent The co.rpora
tion advan~es loans for tbe developn:tent of different type of infrastructures such 
as (I) texttle, (2) transpo_rt and eq~1pment, (3) machinery, (4) metal and metal 
products, (5) process all1ed to agnculture etc. Maximum loans are given to 
textile indWitries in the Punjab whereas minimum amount of loans bas beent 
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Sewerage.--sewerage'lines have been laid in the focal point areas. However, 
when land is acquired for an entrepreneur by Government within the five mil<> 
belt adjoining but outside the focal point, arrangements for sewerage, water sup. 
ply and roads have to be made by the entrepreneur at his own cost. In' such plots. 
the sewerage system can be co!l'lectf,d, _with, _the m_ain, sewerage lines serving the 

!.focal pomt- area. · ' · · · ·r · . -

Tai•concessions.-{i) Refund of purchase taX on raw materials .and compo
nents will be made in respect: of ptJrch!ises made by the unit anywhere in India 
for a period of five years from the date of registration of the unit in Punjab. 

· (ii) For finished products sold directly to consumers, an amount equal to 
the sales tax levied by the Punjab Government will be made available to the unit 
by the Director of Industries, Punjab. The actual sales tax recovered through 
direct sales will be credited to government revenues as usual. This concession 
"'~ also apply for a period of five years from the date of registration of th1> 
UDlt 

(iii) In case of inter~state sales tax recovered by the unit on inter-state sales, 
~ equal amount will be credited to the unit by the Director of Industries, Pun
Jab. This concession will also be vlid for five years from the date of registra• 
tion of the unit. , 

(iv) Where the focal point areas are likely to be included in Municipal limits 
· ~orne time in future, the unit will be exempted from octroi and terminal taxes 

Imposed by Municipal Committees for five years from the date of registration. 

Registration.-Registration in case of sales tax retunds refers to registration 
with the Director of Industries, Punjab. 

In respect of octroi and terminal tax levied by Municipal Committees, th1> 
unit should be registered with the Municipal Committee concerned for churning 
the exemption allowed by the Government. 

Expansion of the Unit.-Where a unit carries out expansion or ~nters a 
new line of production the above tax concessions will be available for a further 
period of five years from the date of expansion or production of new items !li
the case may be. These concessions will then apply to only the incremental untts 
produced of existing or new item. Expansion for the purpose of these conces· 
sions implies 50 per cent increase in capital investment and l 00 per cent increase 
in value of production within a period of one year of notifying the Director of 
Industries regarding the proposed expansion. 

Price preference.-With a view to encouraging local industries both within 
and outside focal point areas, price preference in respect of purchases by gov~rn· 
ment agencies are allowed to the extent of 7t per cent for large and med1~m 
scale units and 15 per cent for small scale units. This means that if a quotattoll 
tendered by the unit is higher by these percentages, then other things being equal, 
preference will be given to such units in government purchases. 

Financial Assistance.-The Punjab Government is prepared to use its good 
offices with government sponsored financial institutions for grant of liberal 
loans against fixed assets of an industrial unit. Government also offers to under· 
write share capital up-to 20 per cent of the paid up capital of new ventures, pro
vided that government investment shall not exceed that of promoters. If. how· 
ever promoters' investment also includes the import of foreign exchange in a for!D 
oermitted by the central government the extent of government underwriting w1ll 
be raised by an amount to the foreign exchange component, provided the total 
underwriting does not exceed 30 per cent of the paid up capital. Matching in· 
vestment by promoters will not be insisted upon for this additional underwriting, 
Government sponsored financial institutions such as Punjab State Industrial De· 
velopment Corporation and Punjab Financial Corporation also undertake under
writing of preference and equity shares. · 
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Otlrer aue11 iD whlcb pacluq:e .of focal pOild conceosloa ~ available -

(i) New and expanding indusmat UDlts m tne border citi.;. · of Amrltsar~ 
Batala and Ferozepur are also eligible for all focal point concessions. 

(ii) Technically trained _self-employed ·persons setting up units anywhere in 
the State will also be eligible for focal point concessions. The minimum accept
able technical qualification and extent of financial interest of the entrepreneur 
in the project will be prescribed by the Government. 

(iii) Where promoters are bringing in not less than 15 per cent of the block 
capital outlay on any vent'!'e as forei!ln exchange in a per~issible form they w!ll 
be entitled to all focal potnt concessions, wherever the umt may be located 1n 
the State. 

Other speciaJ cases 

The existing industrial units situated in important industrial cities near the 
border, e.g. Amritsar, Batala and Ferozepur, shall he . given the following in
centive for a period of 5 years from the date of the pobcy. 

(i) Sales Tax: 50 per cent of the tax on purchases of raw materials and 
on direct sales of finished goods to consumers will be refunded. 

(ii) 

(iii) 

Octroi : SO per cent of the octroi duty will be refunded. 

Electricity duty : 25 per cent of th~ electricity duty levied by the State 
Government will be refunded. · 

General concessiou for lnclustrial development ill the State 
The following general concessions are being given to industrial units siutated 

anywhere in the State of Punjab: 

(i) The rate of electricity duty charged from industrial units is reduced 
from 20 per cent of the bill to 15 per cent This concession is admissi
ble for a period of 5 years. 

(ii) Loans up to Rs. 5,000 are advance by District Industries Officer I<> 
small scale industrial units against one personal surety, provided the 
property owned by the surety is twice the value of the loan advance. 
Loans exceeding Rs. 5,000 and up-to Rs. 50.000 are sanctioned on 
the recommendation of the Board of· Industries by the Director of Indus
tries, Punjab. Punjab Financial Corporation advances liberal loans up
to Rupees twenty lacs, against fixed 'assets of existing and new industrial 
units. 

(iii) Price preference is accorded ill government purchases. 

(i) Incentives by Punjab State Financial Corporatton: 

The Punjab Financial Corporation which has a paid up capital of 
Rs. 7,5000,000 (divided into 75000 shares of Rs. 100 each) aims to provide medium 
and long term loans to the extent of Rs. 20 lacs in the case of a public limited 
company or a registered cooperative society and Rs. 10 lacs in other case, at a 
rate of interest of 3 per cent above the bank rates, with a minimum of 9 per 
cent per annum: This amount. is. repayable in 10 years. The loans are advanc
ed on the securlty of land, buildmgs, plant and machinery by way of first re
gistered mortgage with a margin of 40 per cent of the net assured value. In caseo 
of Government guaranteed, the margin is reduced to 25 per cent. The corpora
tion advances loans for the development of different type of infrastructures such 
as (I) textile, (2) trans~rt and equipment, (3) machinery, (4) metal and metal 
prooucts, (5) process allied to agnculture etc. Maximum loans are given to 
textile industries in the Punjab whereas minimum amount of loans has heeD 
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• T~?ese raw materia~ are procured through the main Producers/Suppliers 
like Hindustan Steel Ltd., State Trading Corporation of India Ltd., Minerals and 
Metals Trading Corporation of India Ltd. and other manufacturers. The pro
ducers charge the corporation at their fixed ex-factory prices and the Corpora
tion in turn sells these materials to the small scale industries after adding the un
avoidable expenditure like freight etc. and a small service charge. 

The material so produced are stored in the godowns of the Corporation 
which have been set up at 14 important industrial towns of Punjab viz.. (I) 
Ludhiana, (2) Jullundur, (3) Amritsar, (4) Batala, (5) Dhuri, (6) Goraya, (7) 
Malerkotla, (8) Kartarpur, (9) Chandigarh, (10) Bhiwanigarh, (II) Patiala, {12) 
Moga,. (13) Hosbiarpur, (14) Mandi Gobindgarh. Mter the materials have 
arrived at these godowns, these are released· according to the directions or the ap
proved policy of the Director 9f Industries, Punjab. 

Import against actwil asera licences 

There are a large number of small scale industrialists in the State who get 
import licenCes from the Government of India for small amounts. Such manu
facturers are either ignorant about the procedures involved in obtaining supplies 
from foreign countries or find it very difficult to import materials against their 
licences which are of small amoUnts. 'The Corporation collects such licences from 
them and imports the materials pn th~ir bejlalf from ~oreign countries. 

Exports.-The corporation has r~cently undertaken the exports of the pro-
ducts of the small scale industries in the State. The corporation bas fixed a 
target of Rs. one crore worth of exports for the year 1970-71, the first year of its 
exports. 

A.chievements.-The achievements made and the services rendered by the 
Corporation can be assessed by the figures of total turnover of the corporation
during the past several years of its working. These are given below: 

(Figures in lacs of Rs.) 

Year Turnover 

1962-63 78•73 

1963-64 184.23 

1964-65 205.76 

1965-66 266.76 

1966-67 268.07 

1967-68 230.54 

1968·69 265.15 

1969·70 338.02 

1970-71 529.00 
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(ii.I1 Activities of Punjab Slate Industries Development Corporation : 

The Punjab State Industrial Development Corporation which bas an auth
orised capital of Rs. 70 million aims to promote large and medium scale indus
tries in areas where private entrepreneurs are not willing to invest large amount 
of capital in new industries. The corporation carries out preliminary investiga
tion of projects which are found to be necessary for strengthening the agro-indus
trial base of the State. The corporation takes steps to get the necessary industrial 
licence from the <;Jovernmen! ~f )1ulia for all projects )bat are considered to be 
feasible on the basiS of a prelumnary survey. · 

In cases where the corporation secures the Government of India~s clearances 
it proceeds :to invite suitable priva;te entrepreneurs to collaborate in implementing 
the project. !he coryo_ration _generally holds 26 per cent equity shares and 
managements 1s left With the pnvate entrepreneur. However, sometimes after the 
project bas been impleme~ted, the corporation withdraws its share holding and 
offers its. s4ares to the pnvate entrepreneu~ :collaborating in the project. The 
corporatiOn takes full advantage of the prtvate entrepreneurial skills experienco. 
and financial resources for promoting new industries in the State. ' 

(iv) Punjab Export Corporation! 

The Punja'? Export Corporation assists Industrial units in finding export 
markets fo! thetr product!'. Ft~ap.cial help in the form of advances is provided 
to execute export order channebsed through the corporation. 



Distribution Of Workers By Industry Groups In Districts 0/ The Punjab !966-10 

(Worken No.) 

Code Industry Amritsar Bhatinda Ferozepur · Ourdaspur Hoshiarpur Julluntcr 
No. 

1966 1970 1966 1970 1966 1970 1966 1970 1966 1970 1966 197() 

01 Processes allied to 
agriculture . 379 310 1386 1,388 2,801 2,276 18 68 .lO 

20 Food (Ol<p.>rt beverages) 1,064 1,384 107 196 SOl 725 1083 1,123 89 100 960 2,089 

21 Beverages 232 177 8 

22 Tobacco 65 39 -C\ 

23 Textiles 13,092 11,671 30 3,275 2,385 2,066. 2,248 91 52 194 123 
.. 

24 Footwear 26 104 

25 Wood & Cork (except 
Furniture) 267 267 82 152 68 127 329 252 ss 9S 263 289 

26 Furniture & fixture 23 34 274 250 25 33 8 19 14 10 

27 Paper & paper products 7 7 27 38 42 18 

28 Printing & Publishing • 66 61 13 45 57 12 11 68 13 594 750. 

29 Leather and leather 
products 27 86 10.1 

30 Rubber & rubber pro-
ducts 432 452 61 77 499 980 

31 Chemical and chemical 
products 584 569 32 13 IS 17 88 142 49 77 



32 P~troleum & Coal pro-
ducts 5 13 6 19 2S 

33 Non-metallic mineral 
Products 38 44 .... 169 36 53 52 107 . . 109 93 

34 Basic. metal products 504 426 165 237 to 607 521 25 8 868 1,m 

35 Meta~ Products (except 
machinery & trans-
port) 1,114 1,113 166 283 174 150 • 21 10 . 3,624 ],291 

36 Non·elec. machinery 1,716 1,538 42 126 163 285 4,023 3,125 380 410 4,868 4,551 

31 Elec. machinery and 
appliances 153 216 10 12 32 13 6 6 .. 962 844 

38 Transport equipment 2,018 2,973 68 95 i39 156 165 i2 144 2,859 ),026 ... 
c.-
~ 

39 Misc. industries . 216 224 11 33 47 . 57 29 16 47 8 581 629 
51 Elec. Gas & Steam 28 ' 17 .. .. '~ . 15 so 
52 Water & s.anitary 40 14 .. 

' ,• . 
84 Personal services 40 60 •• .. . . .. 

'' 
TOTAL. 22,013 21,584 2,122 . 2,674 7,336 6,509 8,580 3,053 9CO 1,000 16,693 IJ,344 

. 
Source : Labour Commissioner, Punjab. 

Compiled by : I C SS R projectreafTI, deptt. of economics, prmja~ university; cflandigat!J. 



Distribution of Workers by Industry Groups in Districts of the Punjab '1966-10-Contd. 

Code Kapurthala Ludhiana Patlala Rupar Sangrur Total 
No. Industry-wise 

1966 1970 1966 1970 1966 1970 1966 1970 1966 1970 1966 1970 

01 • 799 848 372 310 9 23 723 670 6,5:n 5,893 
20. SIS 1,026 908 1,344 1,685 2,255 534 388 S74 618 8,270 11,247 
21 • 473 792 9 90 .. .. .. 722 1,059 
22· 

6.488 
65 39 

23. 2,668 3,062 10,341 991 2,04$ 2.272. 682 67 ISO 31,294 32,984 
24. 29 33 59 133 
2S .. 11 49 153 290 59 56 27 30 61 128 1,381 . 1,735 
26. IS 13 267 242 8 IS 634 616 
27. 35 64 101 127 -?R. 61 107 372 S85 9 12 1,240 1,596 <:! 29 • ?.~Q 124 345 256 
30 . no 73 II 341 26 43 100 .. "1,157 2,066 
31 68 76 52 130 212 190 2,071 2,046 3,177 3,259 
32 • 7 16 39 52 
33 23 91 17 46 35 176 45 160 1,185 355 2,124 
34 • 333 3SS 668 1,310 2,027 3,136 38 85 416 330 5,651 7,643 
35 351 304 1,145 1,941 23 69 11 28 ~98 7,027 7,196 
36. 571 478 8,105 9,262 804 1,379 1,510 807 157 152 22,339 22,113 
37. ,, 1,401 1,204 146 147 83$ 1,139 100 3,545 3,681 
38. 367 291 601 1,618 1,473 2,124 44 18 .. 7,725 10,566 
39 • 797 1.27 225 383 79 100 74 24 20 1,SS1 1,771 
51 ,. 56 90 18 169 361 271 $33 
52 40 14 
84 13 

.. .. 
40 73 

TOTAL 7,768 8,181 19,579 28,394 9,311 13,849 6,74$ . 4,914 2,428 3,27$ 1,03,475 1,16,776 



fABLB ~ 

Compound Rate of Growth of Workers per annum (per cent) by IndUstry Groups in Districts of the Punjab 1966-70 

Code Amritsar Bhatinda Feroze· Gur· Hoshi· Jullun· Kapur· Ludhi· Patiala Rupar Sanarur Punjab 
No. pur daspur arpur dur thala ana 

01 Processes allied to -S·l 0•00 -N b -8·0 1·, -4•7 22·0 -1·9 -2·6 
agriculture 

20 Food (except beverages) 6•8 16·2 9·7 2·1 3·0 21•0 3-9 10•3 N -8·3 1·9 8•0 

21 Beverages -7-0 .. .. a 13-8 7'·0 10·0 

22 Tabaceo . .. -13-6 .. .. -12•6 

23 Textile -2·9 b -8•3 4•1 -1S·O -9·1 3·, 12·4 19·9 -3,•0 22·0 1•4 -..... 
24 Footwear • 42•0 b 22·0 

.... ... a 

25 Wood & Cork (except 
furniture) O·OO 16·7 16·9 -6·9 14·7 2'4 30•0 17-3 -1·3 2•6 20·0 s-9 

26 Furniture & Fixture • 10·3 2•3 .. 7'2 24•0 -8·8 -3-6 -N 17•0 -0·7 

27 Paper & paper Products 0·00 .. 8•9 . . -24·0 .. 26•0 5•9 

2~ Printing & Publishing. -2-0 a 6·1 -2'2 -50•0 6·1 15·1 12·0 1·5 6·5 

29 Leather and leather 
products b 5•1 -20•0 -N 

30 Rubber& rubber Products 1-1 6·0 18-4 -15'6 148•1 IN b IN 

31 Chemical & chemical 
products -0·7 -2·S 3-2 IN 12'4 2•8 26•0 -2'8 -o·4 0·7 



TABLB 2__:_Contd. 

Code Amritsar Bhatinda Foroze. Gur- Hoshi· 1ullun· Kapur· Ludhl· Patlala Rupar Sansrur PunJab 
N9 pur daspur arpur dur thai a ana 

32 Petroleum & coal · .. 
products b -21.0 7·1 23·0 7·5 

33 l'fon~metallic mineral 
b 10·2 19·8 products 3•7 -4·1 41·0 28·0 SO·O 37·0 b SS•O 

34 Basic metal products " -4•3 9:5 'b -42;0 -26~() 40·0 -2'·3 31·0 +IPS 22·0 -6·0 +7·8 
35 Metal products (except 

machinery & ·trans-
-Q·I 14·3 -3·8 -21·0 -2·5 port) -3·7 14·1 32·0 26·0 a 0·6 

36 Non-elec. machinery • -2•7 32•0 15.-0 -6.-S 1:9 -1·7 -4·5 3·4 14·5 -17·0 -0·8 0·3 
37 Elec. machinery . & ap· -pliances .. 9·0 3·8 -'-25·0 b a ~-3·3 -3·9 0•2 8·1 b 0·9 j:j 

Transp.,rt equipment 
. 

J(f·2 b 
.. 

10·0 38 . I '4 19'0 I '4 ~6'0 24"0 9•6 -25•0 8·1 
39 Misc. induStries 0·9 3i·o 5·0 -16·0 55·0 2·0 -6·05 65•0 28•0 b 4·7 3·4 

51 Electricity, gas and. 
steam -13·3 b b 12·6 a 21 ·0 18·4 

52 Water & sanitary -30·0 -30•0 

84 Personal services 8·5 b 16·2 

ALL GROUPS -0·5 6·0 -6·2 1 ·s 2·6 2.4 1 .3 9.7 10.4 -8·2 7·8 3-1 

Compiled by ; I C S S R ?r?j !cl !!HI d!ptt.o/ ecouomics, punjab university, clzandigar/t. 

0.00= No growth.· 
a=Factories and thereby w.>rkers existing in 1966 on_ly. 
b=Factories and thereby workers existing in 1970 only. . ' •.' 



TABLE No.7 - Percanta.~e distribution of gainfully employed persons in urban areas by Industry groups i - 13th Round 16th Round l? ., 
'!' (Sept.,1957-May, 1958) (July, 196()-,-June, 1961) 
~-
~ Industry Groups Males Females Pefsons -~ • Greatef Other State Greater Other State Greater Other State Males Females Persons 

Bombay urban Bombay urban Bombay urban 
areas areas areas 

1 2 3 4 5 6 7 8 9 10 11 12 13 

Agricultliral live stockfishiilll 
etc. . 1•08 22•27 14·.29 4•32 42•22 35•.75 1~32 26·25 17•67 13·56 38·46 17'73 

' ' •I\ .... 
Mining and quarcying 0·09 0•15 0·13 0•36 0•06 0·11 0•12 0·12 0.66 0·55 ~ 

w. 
Manufacturing . .. 45-65 25-79 33-27 35•61 31•41 32•13 44•87 26·91 33·08 33•38 27-45 32·39 

Construction 1•55 2·27 2·00 2-88 0·82 1·17 1•66 1·98 1•87 2·72 1·23 2·47 
Electricity, gas, water & 

sanitation 0•34 0·72 0•57 0·30 0•58 0•48 0•35 0•29 
Trade & q>mmerce • 17-8_1 15·7~ 16•53 12·2~ 5·~3 6•51 17•38 13•68 14·95 17·17 7•18 15·50 
Transport & Storage & 

coliiiDunication • 11•69 9·2~ 10·15 4•68_ 0·89 1•54 11•14 7·56 8·80 7•92 0·07 6•60 
Services • .. . 21·00 21·93 . 21·58 38·49 16•14 20·45 22·37 20•89 21 •40 ·' 21.•25 19·72 20•99 
Activities not adequately 

described 0·73 1·!11 1•34 1•44 ' 2·44 2•27 0·79' 1·85 . 1·49 2-87 4•37 3•12 
Not recorded 0·06 0•18 0•14 0•15 0·12 0•06 0•18 0·13 0·12 1·52 0•36 

.TOTAL 100·00. 100·00 100·00 100·00 100·00. 100·00 100·00 '100·00. 100·00 100•00 100·0u 100·00 



TABLB No. 28 

711• Percentage ptstrjbutlaH of person.r by •conomlc activity bJ the worker s§ction '! f the Rural population 

Small Cultivator HQuseholds · ·Non-cultivator Wage Earner Households 

. ' Age-Group in Years ;eConQmiC J\ctivlty 
~9 

Age-Group in Years· 

o-' IG-14 15-44 45-59 60+ Total 1D-14 15-44 45-59 60+ Total 

' ~ ·$ 4 ' .6 .· 7 8 9 . to. .Jl 12 13 

MALE~ 

l. Worked .i.n farm . 0•2 1:4-0 75•9 72.·1 52•8 42•0 0•1 17·0 76•8 72•1 54•4 45·3 -~. · Worked in non·farm oc-
-..I 

""" · cupatio.n · 0•1 1•0 7·9 6·5 2·9 4•1 0•1 3·1 9•7 9·7 15•2 6·2 

Worklm 0·3 15•0 83·8 78·6 55•7 46·1 1·1 20·1 86•5 81·8 69•6 51•5 

3. Not engased in work 
(gainful) • • • 98'•9 82·4 8·6 4·8 24•2 47•1 98·9 75·1 7•3 4·0 21•9 43·3 

4. Seeking and/or available 
for work 1•0 2·6 7•6 16·6 20•1 . 6•8 4·8 6·2 14•2 8•7 5·2. 

FEMALES 

1. Worked in farm 0·4 10•4 58·4 53•4 19·8 31·3 0•8 12·3 53•8 53•0 29•3 31 ·2 

2. Worked in non-farm oc-
cupation 3·3 4•5 6·2 0·2 2·9 0•2 3·0 4•2 4·2 0•3 2•5 

Workers 0'4 14•2 62·9 . 59'6 20·0 34·2 1·0 15·3 58•0 67·2 29•6 33·7 



3. Not engaged in work 
83·3 3H 82'6 63-9 6H 98·9 81·6 32'2 34'0 56·2 59·9 

~ (gainful) ·, 99·2 ... 
I 
; 4. Seeking and/or availa"Me 
~ forwork . . 0"·4 2·3 4·7 8·8 16·1 4·3· 0·1 3·1 9-8 g.g 14'2 6·4 

(') 
0 a PERSONS -.... ... 

1. Worked in farm 0·3 12'6 66·9 64·1 34·4 36·8 14·6 63-6 36·3 33·0 ~ J.·O 65'0 

2. Worked in non-farm oc-
cupation 0·0 2·1 6·2 6·4 1·4 3·3 O·O 3·1 6·9 7'2 4'S N 

Workers 0·3 14·7 73"1 70•5 35·8 40·3 1·0 17·7 71-•9 70·8 40·8 42'4 
...... 

3. Not engaged in work 
--l 
v. 

(gainful) 99·0 82'8 20·8 15-9 46·3 54·1 99·0 78•4 20·0 17·4 46·6 5(·:9 

4. Seeking and/or available 
for work . 0·7 2·5 6·1 IN 17'9 5·6 0·0 3-9 8·1 11·8 12·6 5·7 



Development of Ancillary 

ANNEXURE Vill 

Industries by the Hindustan 
Bangalore 

1. Introduction 

Machine Tools Ltd., 

Ancillary Units occupy a very important position in Our industrial economy. 
In fact the stability and successful operation of any l~rge industry depends 
upon its ability to build around ~tself a number of efficient and economically 
run ancillary industries from whtoh they could procure the majority of 
their requirements. 

2. Why Industrial EState and Ancillary Units? 
In pursuance of the fundamental policy of the State as laid down in the 

Constitution of India, in the economic. s~her~, the State is t~ direct its policy 
in such a manner as to secure the dtstnbutlon of ownership and control of 
the material resources of the community to subserve the common good and 
to ensure that the operation of the economic system does not result in the 
concentration of wealth and means· of production to common detriment. If 
the industries are to be set up only by the State and. a few large scale private 
industrialists, it is bound to result in the concentrahon of wealth and means 
of production in a few hands to the common detriment. The -rich will "l"et 
richer if not the poor poorer. Hence the need for the estz:".bl!shment of nu~. 
erous Industrial Estates throughout the, country and the setting up therein 
of a large number of privately owned medium .and small scale industries. The 
HMT Industrial Estate is unlike others a satellite or shadow Industrial Estate 
of Feeder industries ancillary to the large scale Machine Tool Factory. 

2.1 Economic Considerations.-For an industrial concern to function effi. 
ciently, economically and ·competitively, it is necessary that the various resour .. 
ces invested and utilised in the manufacturing activity are optimised. Initially 
the capital investment should be restricted to productive purposes as other
wise this will add to the burden of the overhead. To minimise the cost of 
the product, utmost economy should be exercised in each of the three basic 
elements of the cost of production, namely material, labour and overheads. 

It is in sleeming of the overheads that a small scale industry gains a very 
definite advantage over a large establishment and derives the benefit of being 
economical. A small industry is normally managed by the owner or an en
trepreneur working with a small team of well organised men. Because of 
its compactness, better supervision and co-ordination, wilful application of the 
bes~ abilities of the people and concentration on the production aspect of 
busmess, a small industry functions more efficiently and economically as com
pared to a large iqdustry. However, in some respects such as adequacy of 
finance, timely provisioning of raw materials, advanced technical know-how, 
m_arketing facilities. etc., a small industry suffers from certain limitations and 
dic;advantages. which can be overcome to a great extent by the support of 
th.e Government, banking institutions and the sponsoring large scale indus
tnes. 

3. Planniull of Ancillary Units 

1 Althou?h small scale iitdustrieS possesS inlierent aOvantages oVer lafge 
sea e establishments, it is difficult for them to exist independently since they 
~:~n?t ~fford to be self-sufficient in every aspect of business which would 
in ~~re .e~vy working capital. Besides, diversific~tion of ~orts and attention 
ham gantsm_g PUrchase of raw materials, marketing of fimshed goods, etc., 
to e~rl theJr productive efficiency. Most of the entrepreneurs cannot afford 
and h p oy tec~nical experts and have an engineering and design departme~ts 

ence thetr knowledge of modern techniques is limited. 
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The best way to overcome these deficiencies is to associate a grouP of 
~mall scale enterprises with a large industrial undertaking as we have done 
1n HMT. With this arrangement while- the parent organisation derives the 
benefit of economy· through its ancillary units, it fosters them for their efficient· 
functioning by rendering the assistance and guidance in the other aspects of 
business where the small industries are lacking. 

Organisation of an industrial complex, comprising a large basic industry_ 
as nucleus and as many feeder industries as possible as its satellites -involves· 
careful p!:tnning right from the inception. There should not be duplication 
of efforts and financial investment. For this· purpose it is necessary to analyse 
every producth·e activity of the large industry and determine. to what extent 
these activities could be entrusted to the ancillary industries. This would 
help in curtailing the investments of the large industry to .the ·minimum and. 
:set up an industrial sector under its wings with definite objectives. Every 
ancillary unit should be compact, efficient and balanced for the type of work 
entrusted to it by the parent organisation. 

With this objective in view, the. HMT, Bangalore; have set up 50 units in 
the neighbourhood of HMT. Each unit has been allotted with specific pro~. 
ducts to be subcontracted by HMT and these units have been planned by the, 
entrepreneurs under the technical advice of HMT about the requirements of' 
machinery and equipment9 the technique inv:olved, floor space. _raw material. 
!~bour, fLxed and working capital, etc. 

3. i Conunissicming of HMT Ancillary Units.-With the above objective in 
view. the HMT. Bangalore, have set up 50· units in the neighbourhood of 
Hf'v[T, Bangalore~ The HMT Industrial Estate covers an area of about 20 
acres and consists ot 50 workshops, 27 of 'A' Type; 18 of 'B' Type and 5 of 
'C' Type, besides amenity buildings like an Administration Block, Canteen, 
Ancillary Units Co~operative Society, etc. Each workshop . .accommodates an 
office. show-room. ~-·ork floor and services. The •A' type- have a covered area 
of 3000 Sq. ft; the 'B' type 1500 Sq. ft. and the 'C' type 4800 Sq. ft; the 
rent being approximately Rs. .2.60; Rs. 160 and Rs. 400 respectively. · The 
total capital cost of the Industrial Estate is approximately Rs. 24 lakhs. The 
Central Go'lernment has given an interest bearing loan of Rs. 8.12 lakhs for 
this purpose, the balance being borne by HMT. 

3.2 -Items suh~contracted by HMT to its ancillaries.-Each unit has been 
allotted with specific products to be" sub-contracted by HMT and these units 
have been plan_ned by the entrepreneurs under the technical advice of HMT 
ahout the requ1rements of machinery and equipments floor space and layout 
raw material~ labour, fixed ·and working capital, technical know-how, - etc: 
The items. cate_red by the Ancillary Units to HMT can be classified generally 
into the followmg groups : 

(a) Standard and Special Accessories to be supplied with our machines. 

(b) Non-ferrous Castings-Aluminium and Bronze for our production 
components. 

(c) All types of Standard Fasteners and other standard parts required for 
. our n1anufacture and assembly of machines. 

(d) 

(e) 

(f) 

Electrical items such as Brake Magnets; Control Transformers; Co
olant Pumps etc., required for out Assembly of machines. 

Wooden Packing Cases required for packing and despatch of our 
n1achin~s and accessories. 

some of the components of our machines either for processing all 
1nanufacturing operations or sub-operations. Orders for such 
components/ operations are placed only in special circumstances when 
either facilities are not existing or there is shortage of capacity to 
process them in our own factory. 
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. 3.3 Selection of Entrepreneurs by HMT.-One of the most important con
~1derat10ns that have been _attached by HMT while selecting an entrepreneur 
IS that he should be tech~c~lly competent to handle rather intricate jobs viz., 
components and accessones. This is largely possible if the- entrepreneur is a 
technician with a broad administrative and financial knowledge or running a 
small business and hence preference has been given to HMT employees. Also, 
:f!:MT has considered in ito selection the retired public servants with merito
nous services in the Government who are assisted by competent engineers to 
mn small scale engineering ancillaries. · 

4. Asoiolaace to tbe Allclllary Unitll by &Joe pare11t Unit 
As "explained above, the ancillary units require assistance from the parent 

otjanisation to conduct their business satisfactorily. However, this assistance 
should be restricted only for a certain period initially and gradually the spoon 
feeding &bould be discontinued, as otherwise, the ancillary units will depend 
Upon the parent organisation for almost everything they require. This would 
not only increase the burden of responsibility of the parent organisation but 
also kill the initiative and enterprise of the entrepreneurs and make them in
competent to •run their units by themselevs. However, in areas where the 
entrepreneurs ·are not expected to be ·self-sufficient, the parent organisation 
sbonld render the assistance. 

4.1 Assistance by HMT.-Tbe following facilities have been extended to 
the Ancillary Units by HMT. 

·(i) Small .. cale workshops with office and with power, water facilities 
and 11.ccess roads, etc., on reasonable rent. 

(ii) i\isiotance in 11ecuring hire purchase facilities from the National 
Small ·Industries CorPoration Limited to tbe extent of 95 per cent 
for tho purchase of machines and equipment repayable in the half
yearly instalments at 6 per cent interest. 

(iii) Imported materials and other materials which are difficult to procure 
in the indigenous market are made available to them at book value 
and recovered from their bills. (In tbe initial period for about I to 
2 years, all raw materials were supplied by HMT on credit facilities). 

(iv) The technical services are .free in the sense that Hiv_fT have ~tationed 
a Manager with all service facilities such as -Productton Plannmg Pro
gress; Quality Control; Inspection, etc. 

·(v) Guarantee of one shift load 'by HMT for one year from tbe time 
of ·commissioning the ancillary unit and thereafter workl.oad to th;e 
maximum extent possible with full liberty to ~ake up outstdo '\"ork if 
desired. (In spite of the recent recesston whtch has resulted. tn very 
poor utilisation of our own HMT Plants,. HMT bas not wttbdrawn 
the components being offloaded to tbe Umts although these could be 
made easily by HMT themselves). 

(vi) Facilities for in-plant training for the employe«:s of the entrepreneur 
are provided in HMT Training Centre at nommal charge .of Rs. 90 
per trainee per month ·instead of Rs. 200 per month as IS charged 
for any outsiders • 

(vii) Production services such as tools, jigs and fixtures; heat treatment and 
tool room facilities, etc., are made av~Uable to entrepreneu~ _on Re
quest for Assistance basis and the h1re. c!J.arges f!Jr provtdmg the 
same are recovered from their bills. T~ts ts. to rehev~ the entrepre
neurs from investing their working capital tn these 1tems. 

(viii) Credit facilities and financial aSsistance. (this however has been stop
ped now in view of the recession for HMT ~s well a~ due. t~. the fact 
that · the units are sufficiently old and seekmg credtt factltlles from 
banks). 
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5. Pricing Policy Adopted by HMT for its AnciUary Industries 

The pricing formula adopted by HMT for its ancillary industries is quite 
attractive as shown in Categories 'A', 'B' and 'C'. 

5.1 Category •A'.-All these items which were being initially manufactur
ed at HMT before setting up of ancillary units and which were subsequently 
passed on to ancillary units to be manufactured by them or such of those items 
which even though have not been manufactured by HMT hitherto could still 
be manufactured by us but are subcontracted to ancillary units, fall under 
this category viz., accessories for our machines. Normally they are all HMT 
proprietary items, that are manufactured in our ancillary units according to 
our drawings and specifications and for which there are no outside competi
tors. We have obtained clearance from our foreign collaborators to pass on 
the relevant drawings, etc., to our ancillary industries. · 

5.1.1 HMT renders to the entrepreneurs various assistance like detailed 
drawings and operation layouts for manufacture; scare raw materials, jigs 
and fixtures and special tooling; technical guidance etc., to help them tQ manu· 
facture the above items. 

5.1.2 The prices payable to ancillary units by HMT for the above group 
of items are determined on the cost of such items if the¥ were to be manu· 
factured by HMT in their works. In evolving the priCe, factors such as 
fluctuations in rates of raw materials, normal inefficiency, rejection allowance, 
tooling allowance, venture allowance, etc., are considered in addition to the 
standard material cost and Standard Labour Cost. 

5.1.3 With the adoption of the above pricing policy by HMT, the el\tr<>
preneurs are expe<"ted to get about 20 to 25 per cent profit provided the 
units work efficiently and economically and are well managed. This is because 
these small scale ancillary units do not have technical overheads, Town Ad
ministration and administrative overheads, design and development cost, mar. 
keting costs etc., when compared to large scale Public Sector like HMT. 

5.1.4 The prices are revised periodically-normally once in a year. 

5.2 Category "B'.-All such of those items which are not HMT proprie
tary items, but ar~ required by us if! accordanc~ with our standard specifica. 
tions and for whtc1'! there are outside competitors and sources of supplies 
within the country v1z .• standard fasteners, castings, electrical items. tools etc. 

5.2. t Price payable is determined on the lowest tender received from 
reliable manufacturers i~cluding. '?ur ancillary units in response to our enquiries 
but subject to tho followmg cond1ttons : 

5.2.1.1 That the lowest tender received is from any one of our ancillary units 
or a manufacturer falling within the category of 'Small Scale Industry'. 

5.2.1.2 If the lowest tender i~, from. a manufacture not falling within the 
category of "Small Scale Industry a pnce preference of IS% over and above 
the lowest tender received from such a manufacturer is extended to our en
trepreneurs. 

5.2.2 In regard to the placement o~ orders, _if the lowest quotation is 
from one of our ancillary unitS, the entire order 1s placed on them. If, on 
the other hand the lowest quotation. is from _outside supplier, even_ then upto 
a maximum 501,, of the total. requ_Ire_ments IS offered to our ancillary units 
at the lowest outside rate l'rov1ded !t IS acceptable t_o th_em; the balance 50% 
gT m<;>re is placed on outsld~ sUppher Whose quotaltOil IS the \owest, 
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5.3 Category 'C'.-All. items which are. requi_red by HMT but are not our 
proprietary items and ":h1ch. have been etthcr u~nported httl~erto or have to 
be imported in future m VIew of the complexity of the Items and which 
have not yet been established either by HMT or other indigenous firms are 
grouped under this category. 

5.3.1 With the objective of achieving 'Import Substitution' by providing 
incentive to the entrepreneurs to take up manufacture of such items involving 
initial investment au tooling and other development costs and overcome teeth. 
ing troubles in methods of m~nufacture,_ a "Spec~al Pri~e .. calculated at I 5% 
over and above the F.O.B. pnce of foreign supphers pnor to devaluation has 
been offered to the entrepreneurs for a minimum period of 2 years from the 
date of placement of first order. 

5.3.2 After 2 years, the item .is brou~ht under either category 'A • or Cate· 
gory 'B'. The resu~t of this pricmg J?Ohcy have b~cn very sJ..tisfactory and a 
number of accessones for our Machme To?ls wh1ch were h~therto imported 
have been successfully developed and established at our Ancillary Units. 

The Pricing Policy adopted by HMT as enumerated above in the Catc
gorv 'A' "B' and 'C' has heen well accepted by our entrepreneurs and generally 
we ·have' had no serious grievances from them regarding this. 

6. Import Substitution by Development of Ancillary Industries by HMT 

While achieving the object of exploring avenues for Import substitution, 
due preferenti.ll consideration and encouragement has been given to our an· 
ciliary ind:ustries to d_evelop ~nd establish many of the items, especially acces· 
sories which were hitherto Imported by us. We offer our entrepreneurs all 
the n~cessary assi.stance Ii~e sup~ly o~ dra~ings or sa~ples, process sheets, 
scarce raw matenals, specJal toohng, mspect10n and testmg facilities and any 
other .tech~ical _know~how required to develop such items. In order to pro· 
vide sufficient mcenttve to the entrepreneurs . to come forward and develop 
1mported items, we offer them a reasonable pnce based on the F.O.B. price 
of the foreign suppliers. 

Due to the above ment_ioned fa9ilities and encouragement, a number of 
accessories which w~re h~therto . •mpo~ted by us have been successfully 
developed by our ancillary mdusmes. durmg the past 2-3 years, thereby achie
ving the object of import subsht!-lh'!n. Even now, consistent endeavour is 
being made by our Import Subst1tut10n Cell to develop more items in our 
Industrial Estate, wherever it is possible to manufacture such items with the 
plant and machinery and other facilities available in our ancillary industries. 
Persistent efforts arc being made to locate also _other indigenous sources for 
such of the items that cannot be manufactured m our Industrial Estate As 
a result of all these efforts, we have been a~le to achieve a saving of' 30% 
in foreign exchange as compared to our requtrement of foreign exchange 2·3 
years ago. 

7. Production in HMT lnduslrial Estate, Bangalore 

. The total capital investment on Plant and Machinery in all the 50 Ancillary 
Umts is approximately Rs. 100 lakhs by the entrepreneurs. As against capacity 
of Rs. 125 Iakhs approximately available on 2 shifts basis, the output of the 
Industrial Estate during the past 8 years has been as follows: 
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OUTPUT IN RUPEES 
YearforHMT Total 

For Firms other than HMT 

Public Private 
Sector Sector 

1962-63 9,54,000·00 9,54,000·00 
1963-64 40,00,000·00 40,00,000·00 
1%4-65 57,00,000·00 57,00,000·00 
1965-66 51,00,000·00 51,00,000·00 
1956-67 71 ,00,000·00 71,00,000·00 
1967-68 36,94,103-61 7,50,303·64 24,27,851 ·18 68,72,363·43 
1968-69 41,29,940·00 14,75,271·70 26,42,002. 67 82,47,214·37 
1969-70 s 1 ,06, 770 ·00 51,06,770·00* 
IJ70-71 64,H,89S·OO 40,85,416·00 44,48,561 •00 1 ,49,68,872. 00 
1971-72 43,00,300. 00 43,00,300•00* 

(Upto 30-11-71) 
*Exclude.:; ou·:put for Public Sec~or and Private Sec:or for which figures are not 

re~dily available. 

8. Future plans of HMT to set up further Ancillary Units 

Due to recession in the Engineering Industries which has hit HMT most, 
and consequently the ancillary units at Bangalore, the decision to set up an
cillary units at HMT Units at Kalamassery and Hyderabad has been deferred 
for the time being. However, in view of the improved inflow of orders for 
machine tools the Company has planned to set up ancillary units at H MT III, 
Pinjore. 

J::mployment in Ancillary Units in HMT Industrial Estate 

Ite:nofmanufacrure by No. of Units Number employed 
different Units manuf.1c!uring 

I. Machine Shop 31 450 
2. Automat Shop 3 50 
3. Tool Shop 1 20 
4. Fabrication Shop 2 30 
5. Foundries .. .. 4 50 
6. Wood Works 3 70 
1. Electrical Shop 2 20 
8. Forging Shop 1 45 
9. Surface Finishing Shop •. 1 10 

10. Servicing Unit 2 25 
ll. Laundry Unit 1 10 

ToTAL 51 780 



ANNEXURE iX 
Broad Outline of the Power/oom Project* 

The Powerloom Project as .contemplated by the Corporation seeks to 
establish a certain complementarity between small a":d large sc~le textile. in
dustry. The •cheme proposes. that of th~ three mam productive operall~ns 
in the textile industry, viZ., spmnmg •. weavmg a~d ~et. processmg, the weavmg 
part would be isolated and decentrahsed by puttmg It m the small scale sector. 
u envisages that while spinning and wet process must. contmue to be ~perated 
00 a large scale in order to. take the ben_efit of e~onom1cs of .scale weavu~g they 
can be isolated without Josmg the techmcal efficiency and wllhout affectmg the 
economy of production. 

2 The Project envisages setting up of 2304 powerlooms in the Marath
wada 'region of the Maharashtra State. These powerlooms will be in the Co
operative Sector. Industrial Co?peratives are propose~ to b.e formed. with 
96 powerlooms in each Cooperative. _Therefore, t~ere w!ll be m all 24 mdus
trial cooperatives. Th~e 24 Industnal Cooperatives Will together form the 
Weaving part of the Project 

3. This weaving will be carried on in home-cum-factory sheds specially 
designed for the purpose. E~ch shed will have tw? wings wi~h 48 powerl~oms 
and residential accommodation for 24 weavers 10 each wmg. The m1ddle 
portion will accommodate the humidification equipment, electrical installations 
like transformers etc. and a small office. This arrangement will ensure super
vision and quality control. The installation of humidification equipment, very 
rarely obtaining in the Powerloom sector in the country, will ensure production 
of good quality cloth on the powerlooms. 

4. The Powerloom Cooperative Weaving Societies will be provided with 
100 per cent loan assistance initially. Of this 100 per cent loan assistance, 25 
per cent will be in the share of a share capital loan which will be given 
by the sponsoring agency, namely, the Marathwada Development Corporation, 
to the weavers who will be putting this amount as their equity in the Society. 
The balance of 75 per cent will be obtained from financing institutions in 
the shape of medium term Joan repayable over a period of 10 years. This loan 
will be obtained against hypothecation of fixed assets of the Society. 

5. The weavers will be paid 26 paise per metre as weaving charges and 
from this amount will be deducted the interest charges on the loan, loan in
stalments and all the supervisory charges. It has been calculated that after 
meeting all these obligations the owner weaver will get Rs. 150 per month du
ring the first five years and Rs. 215 per month from the sixth year onwards. 
It is estimated that the entire loan will be repaid over a period of 10 years 
and after the lOth year the entire income earned by the weaver will be his own 
and this amount will come to approximately Rs. 400 a month. 

Pr&-weaving and ProceSsing · 
6. The detailed institutional framework· and the mode of financing of the 

Project are given in Chapter 5. It will be Seen that the Marathwada Develop
ment Corporation will be forming a Subsidiary Company which will be opera
ting the pre-wearing and the processing unit. This Subsidiary Company will 
buy yarn from the Cooperative Spinning Mills in Marathwada ·and also from 
outside Spinning Mills. Weaving preparatory sh~ds will be started and owned 
by this Subsidiary Company and two such sheds are proposed to be started 
at Nanded and either at Aurangabad or Jqlna . .In these weaving preparatory 
sheds the yarn will be converted into sized beams. These sized beams will 
be supplied to the Powerloom Cooperative SOcieties and the societies will weave 

*Prepared by Marathwada Development Corporation. 
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the cloth according to the specifications given by the Su~sidiary Company. 
The woven cloth will be processed at a centralised Processing House to be 
set ':'P. at Nanded. The marketing of the cloth will be undertaken by the 
Subs1d1ary Company itself. · 

7. Therefore, the Powerloom Cooperative Weaving Societies will be sup
plied ra~ material i'?- the form of sized beams at their do<?r s~ep and the wo.ven 
cl~th w1U also he hfted from the societies, the only obligahon of. the Soc1ety 
be1ng to weave the cloth in accordance with the specificatiOns gtven by the 
Con1pany. Thus the Project will solve the two major l?roblems fac::ing the 
Powerl?om Indus~ry in general, namely, timely supply of raw matenals and 
market1~g. In. th1s manner it is proposed to put the_ owner weaver on a sound 
~cono~tc footmg_ by eliminating all the middlemen 10 the trade. ~bus a_ll t~:Je 
dis wh1ch bedev1J the powerloom Industry in Malegaon and Bh1vandh1 ~iii 
be removed, ensuring adequate return to the owner weaver, better ~or!dng 
and living conditions to the weavers and the production of better quality of 
cloth on powerlooms. 

· 8. Each v .. ·eaver will be given two looms initially and as his economic 
condition improves gradually and when the technological working becomes 
sn1ooth to th~ _expected efficiency each family will get two m_ore looms and a_Iso 
some extra hvmg quarters. The necessary provision for th1s future expansiOn 
has been made in the design for the sheds . 

. ~- The capital cost of each society will be Rs. 4. 05 Jakhs for land and 
buildmg and_ Rs. 5 • ~5 lakhs for plant and machinery .. ~herefore, for the _weavmg 
part of proJect \'Yhlch will consist of 24 such societies the total cap1tal cost 
will come to Rs. 2. 30 crores. · 

10. The capital cost of the pre-weaving and the processing Units to be 
owned and manag_ed by the subsidiary' Company would come to Rs .. 2. 30 
crorcs. _The work1ng capital requirements of the project has been estimated 
at Rs. 7~ lakhs. 

. I I. This proj_ect report gives the detailed break-up of the capital costs, tbe 
':sttmate of w_orkmg capital requirements and also an analysis of the profitabi
lttY of the proJect as a whole . 

. du!t~·. The Weav_ing Part of the project wilt, as stated above, consist of 24 lf 576 tal coorerattve.s and has been divided into 4 units, each unit consisting 
o d power ooms, I.e., 6 Cooperatives. The costing of the Weaving part has 
beet;t ... one for each ~nit separately. The cost of a typical unit is given in this 
Proje~t Rep?.rt. This has be:n made necessary because the supervisory and 
the managenal pers':mnel requirements have been calculated for each unit and 
th': overheads on th1s account are shared by all the societies in that Unit. The 
umts and the pla.ces where the Powerloom Coopeative Societies are proposed 
to be started are g1ven below:-

Unit I 

Unit II 

Unit Ill 

Unit IV 

(I) Nanded 
(2) Basmat 
(I) Auraugabad 
(2) Jalna 
(I) Lalor 
(2) Parli 
(I) Parbhani 
(2) Manwat, and 
{3) Bbir 

TOTAL 

No. of Societies 

4 
2 
4 
2 
4 
2 
2 
2 
2 

24 



ANNEXURE X 

The Role of Regional Development Corporation* 

Indian Planning has b~en commented upon. very extensiyety. both by 
Indian and for.:Jgn economists. It has been pratsed for the mternal consi· 
stency of the Plans· themselves. and criticised for the tardy implementation 
of the same. Sometimes the Pla';l~ _themselves have been criticised for their 
ideological approach, but these cntlc1sms often themselves have an ideological 
flavour. In this. note it i~ not proposed to anal~se the. merit~ or shortcomings 
of Indian plannmg. It. 1s proposed to deal bnefly with only o.ne aspect of 
:planning-namely the 1mpact of nearly two. decades of planmng on rural 
manpower. 

The adoption of the strategy to ensure balanced and self-sustaining growth 
led to simultane'?us accent on a¥riculture and heavy industry. By and large, 
despite shortcommg~,. the results m these fields have been encouraging in statis
tical terms. But the plans have, largely not succeeded in fulfilling one of the 
prime objectives of planni!lg, n~mely, reducing _rural unemt?loyment by under
taking programmes to activate tdle manpower to rural lndta. When planning 
becomes obsessed with maximising production in the various sectors of the 
economy in order to enable ~h_e economy. to beco.me internationally self-sup
porting, programmes for providmg occupatiOn for uile manpower in the rural 
areas recede into the background, and at best, get only a perfunctory treat
ment. 

Attempts were made during the Second Five Year Plan to activate idle 
manpower in the rural areas by promotion of cottage and village industrie'). 
But it is well known that these attempts have not yielded success because of 
the choice of technology which being too archaic resulted in uneconomical 
production methods thereby the products being priced out of the market. The 
other strategy adopted rather half-heartedly in the Third Five Year Plan was 
to undertake labour intensive public work activities in the rural areas. Such 
public work activities not being immediately productive. may result in infla
tionary tendencies as the planners themselves were very well aware of. The 
better strategy under the circumstances would be to undertake economic deve
lopment projects in the rural areas which will not depend on Government's sub
sidy for their existence- but will stand on their own in the market price mecha
nism. 

Side by side with this problem of identifyjng appropriate production
oriented development projects in the rural areas is the problem of rural orga
nisation. To quote John. P. Lewis (Hagen-Planning Economic Development. 
p. 87): 

"The division of Indian development strategy into principal and secondary 
component• while logically valid tends to fragment a complex and diffi
cult problem that cuts across the two components. This is the enormous
ly complicated problem of rural organisation-When viewed comprehen
sively, however, it is the very aspect of the Indian effort that has been 
least successful thus far and stands most in nee4 of reform". 

• Prepared by Marathwada Development Corporation. 

184 



185 

It is in this field, namely~ that of starting production-oriented ·rural deve
lopment projects that the regional development corporations can find a major 
role to play. The large numbers of idle manpower in the rural areas can be 
organised and integrated development projects can be started provided the fol
lowing are taken care of: 

(I) Project formulation. 

(2) Project implementation and financing. 

(3) Management and marketing. 

(a) Project f(n·nutlation.-The rural develOpment projects which have been 
attempted so far within the frame-work of planning at the State level, are more 
in the nature of discrete schemes without any attempt at comprehensive project 
approach. Thus, for example, there has been for some time now a scheme 
for allotment of powerlooms in the rural areas in order to enable_ the hand
lOOm-weaver~ to switch over to -powerlooms. This scheme has not been suc
cessful except in very isolated instances~ because the other· connected issues 
like location decisions, marketing support~ etc. were not tackled. Again, there 
have been several schemes for cattle development to enthuse farmers and land
less labour to maintain the milch cattle in order to supplement their income. 
But these schemes have not been complete in all respects in the sense that ~he 
breed of cattle chosen were Oat most economical ones and other inputs hke 
timely supply of fodder. marketing support~ etc. were missing. Other insta_n
ces also could .be cited. What is necessary therefore, is to abandon such a ~s~ 
crete schemew1se approach and to resort to a more comprehensive project 
approach. The starting point therefore is project formulation. 

(b) .Proj~ct in1p/en1entatiotl and financing.-There is a great cry now that 
the nallonahse.d banks and other financial institutions should go all out to fi
.!lance people In the rural areas in order to enable them to engage themselves 
~n self-e""!ployed O<:cupations But it is well known that no much headway 
lS made In this respect and· the Banks are often criticised for their lack of 
zeal and enthusiasm in this respecL But the real problem is not the attitude 
of the Banks but the lack of proper bankable projects. . It is too much to ex
pect th~. rural labour to prepare projects and to ~onvmce the banks of the 
bankabthty of their projects As bas been proved 10 the case of J\1arathwada 
Development Corporation's ·powerloom project. when a well conceived bank
able project is prepared and presented to the banks. there has been no want 
of enthu~iasm on the part of the banks to finance t!'e same. The problem 
!'f financmg therefore is again intimately bou!'d up \\'tth the problem of J?ro
ject formulation. In the absence of well concetved projects worthy of financmg, 
mounting criticisn1 against the banks will hav~ an advt;:rse effect of. the banks 
ultimately losing their sense of financial propnety an~ tnvestmg thetr fun~s in 
rural schemes which may or may not suc~eed and ltv~ upto ~he expectations. 
The crux of the problem therefore is project formulation whtch should, to a 
great deal, solve the problem of financing. 

Project form~tlation and financing are by th~mselv.es not adequate unless 
the. proJe<?ts are Implemented witho!lt delay. It IS agam too muc.h to expect 
a timely tmpic:mentRtion of the pro1ects when they are left to be Implemented 
by a ~·sorgamse~ group of rural l":bour. The~efore, even ~t this stage, name .. 
)y proJe'?l fin'\nctng and project tmplementahon, the reg1onal develop 
corporation Will have a. very large role to play. ment 

(c) Management s,•rvices and markefl"ng.-The continued of 
ro · ect would depend on proper project management and succ~ss the 

lng I should, in fa<:t. have appeared at the head of the r ~~rketmg. ~arket. 
ce tion of the project will have to take into account th IS ec'!use t e. c~n
an~ through the life of the project marketing will hav: ~a~~:~n~fh!~~b~~~ 



186 

most important role. There are agencies at present which would take care 
of the marketing problems of the small scale industries. But for the projects 
of the nature mentioned here. there has so far been no agency. In fact the 
regional developrl!ent c~rporation will have to . do the marketing also.' The 
management services wdl also have to be provided by these corporations. 
Thus the regio!lal cor~orations will h_ave to organi~e rl!ral_ manpower, for
mulate appropnate pn>Jects, canvass w1th the financJal mstttutions for their 
financing, implement the projects, and take care of these projects by provid
ing them with management and marketing-services. 

This approach has not so far been attempted in India and for the first 
time the Marathwada Development Corporation has attempted this approach 
as exemplified in its powerloom project. 

In the recent past there has been an increasing awareness of the need for 
the development of backward areas in the country, Both the Central and 
State Governments have announced handsome_ incentives for industries whit..:h 
choose to locate themSelves m such backwarCI areas. But in spite of these 
mcentives backward areas have not succeeded in attracting industries to any 
considerable extent and in any case if the incentives are going to be more 
than the social cost of providing jobs to the rural manpower then these in· 
centives will not be economically justifiable. The object of providing gainful 
and stable employment to idle manpower in the rural areas may be better 
achieved by starting small projects in the rural areas by the introduction of 
appropriate technologies than by resort!ng to big si~e projects which in ad
dition to being capital intensive will bnng technologies too much beyond the 
capabilities of the rural manpower. 

G!Pi'j-Sl-1 !;;<. qo.-q.f73-IB-7-73-l,SOO 
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