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New Delhi,
16th March, 1976.

Dear Shri Couto,
Subject:- Report of the Committee to evolve

a strategy for development programm§§
for Small Scale Industries in -

backward areas. -

The Standing Cormittee on General Policy set up
by the Small Scale Industries Board had recommended
to the Government of India that a Commiftee should bse
constituted to review and examine the backward area
development programme, so that a suitable strategy
could be evolved for a development prograrme for small
scale industries in backward areas. In pursuance
of this recommendation, the Government of India in
the Ministry of Industry & Civil Supplies, Department
of Industrial Development set up on 9th September,1975,
our Committee consisting of the following members:-

1. Sri P.C.Nayak,
Secretary (Industries
- and Labour), -
Government of Maharashtra,

Bombay. -

2. Sri G.N. Mehra,
Industries Cammissiocner, e« - Member,
Government of U.P. '

Kanpur.

3. Sri C.S8.5astry, -
* Managing Director, .o "
inc;

. Chairman.

Andhra Pradesh SS
Hvderabad.

4. Sri P.8.Krishnan,
Director of Industries, .o "
Andhra Pradesh,
Hyderabad.

5. Sri S.N, Sinha, .

" Director of Industries, .o "
Govérnment of Bihar,
Patna.

6. Sri J.C.Das,"
Director of Industries, .o "
Assam,
Gauhati.

....'...2.
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7. Sri H.S.Bhatty,
President, FASTT, es  Member
ey Delhi.

8. Sri Chakradhari Agrawal,
: Secretary-Ceneral, NAYE, ..
- New Delhi.-

9. Sri G.B., Newalker,
Bormbay. -

10. Sri 8.@.Joseph, Chief (V&SI),
Planning Comm1331on,
New Delhi.

n

"

11. Sri Swarajya Pralkash,
Director, DC(SSI), - L
llow Delhi.

12. Sri C.V,Kuppuswamy :
Director, DC(33I) ’ . » Merbemr-Secy,
New Delhi.

The terms of reference of this Commiftes, as
ert, ot Ly the Govarnment of India, wers as follows:

1, To examine the adequacy of the criteria
used for identifying the 1ndaotrlaliy
backward districts with a view to suggest
improvements/modifications, if any. -

2. To examine the impact of the Central
Scheme of Investment Subsidy for promotion
of industries in selected industrially
backward districts/areas with a view to
find out whether these districts/areas
had really developed industrially, vis-a-vi
the other districts and, if so, size and
types of industries established and their
concentrations in differeni, pgrts of
the districits/areas. )

3. To review the working and impact of the
exlisting schemes of the Central and
State Governments and also of all-India
financial institutions for subsidies,
concessions, and other incentives for
prcecmetion of industries in selected:
backward areas and to supgesu modifica~
tlons, if any, especially in the context
of the growth centre strategy.
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The Committee h-s concentrated its efforts
on evolving a suitable strategy for the development
of industrially b-ckward areas with special
emphasis on promotion of small scale industries.
In the short span of time available, it could
neither examine in great detail the adequacy of the
criteria used for identifying the industrially
backward districts; nor study in depth the Central
Scheme of Investment Subsidy for promotion of -
industries in selected industrially backward
districts and to make its final recommendations.
However, based on the personal experiences of the
various members of the Committee and from a Study
of whatever material that was provided to it by its
Secretariat, the Committee has made a numvzr of
important observations on both these aspects in
the Report. The Committee hopes that these
observations would be useful to the Government
of India.

I am happy to forward herewith the report
of our Cormittee. Both Sri C,.S.Sastry and
Sri P.S.Krishnan were- transferred from their
respective posts and as such they could not attend
to the work of this Commititee in the final stages.
Sri S.®B. Joseph also could not attend the last
few meetings when the recommendations were finalised.
Excluding these three members, the other members
subscribe to the views expressed in this report.
A1l our conclusions and recommendations are
unanimous. However, these represent the personal
views of the Members of the Committee, and not
necessarily thos» of the Government/Organisation
which they represent. ’

In conclusion, the Committee would like to
place on record its gratefulness to Sri A.P.Sharma,
Minister of State for Industry and Civil Supplies,
Government of India, for giving us this
opportunity to study and report on this important
subject. '

With regards,

Yd@?;\%incerely,

( P.C. Nayak )

Sri. A.F, Couto,

Development Commissioner,

Small 3cale Industries &

Joint Secretary to Govt.of India,
Ministry of Industry=s & Civil Suppliecs,
Udyog Bhavan, MNew De i,

Encl: Report:
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INTRODUCTION

We have been asked to review and exemine the
beckward arez develorment rrogramme. We are fully
awafe that the industrial rrogremme 1is only one of
the Frogrammes 1in the context of the general
develorment of backwsrd areass, There may be backwerd
areas which can be develored much more fruitfully
through agriculturel or animal husbandry rrogrzmmes,
Sqme of the hilly arezs may a2lso beneflt more by a
rrogramme for forest develorment or development of
tourism. Since we have conflined our study a-inly
to measures which would lead to a2 faster develorment
of industries in the backward éreas, the measures thet
we have suggested are related to backward areas
promising for industrisl develorment. Further, thcugh
the mzin thrust of our Report has been towards a
develorment proéramﬁe of small scale industries in
backward areas, we have also dealt with the promotion
of large and medium 1lndustries in the context of
general industrizl development in such backwsrd sress.
2. We have also been asked specifically to examine
and comment on the erstwhile rrorosal for thé setting
up of a Backwerd Area Devélopment Corrorotion in the
light of the discussions which took rlace at the
Small Scale Tndustries Board Meeting in Sertember,
1975, After a thorough examinatlon of 211 the asrects
of this importsnt subject,‘we strongly feel that there
is ah ﬁrgent need for setting vp a centreal organisation
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to rromote industrial develorment progremmes in
backward areess. It 1s not necessary for this
oréanization to taks on the work-of refinancing
development of physicel infra.structure at growth
centres 1n bsckward sreas. While we have whole-
heartedly recommended the growth centre arproach,

the refinencing activity for develotment of physical
infrastruéture, we frel, should be better left to
the IDBT, 1ILUBT, of course, wiil hzve to ylay 1its due
role by rutting in more p&sitive eCfort in this
direction., Tne ceutrsl organization, which we have
ceslled the Authority for Backward Area Development
(APAD), should, however, be a high-powér body which
can tske decisions oﬁ bshalf of Government for
apacial dfsrcﬂsaf*ﬂﬂs and exedpt1ons from existing
rules and regulatioms .to ;ro wote deve¢opment of

lzrge and medlum rrojects in“backwerﬂ areas.

3. To-dey there are large number of schemes vhicﬁ
have been introduced by thé Governmenx_oﬁ_lndia for
the specdy industrial develorment of baékwé;auéreas;
Sowe of these schemes; especially thnse which were to
be implemented by IDBI end Natlonalised Banks, have
really not teken off from the ground, There is a
large amrunt of lgnorance even a* the 6fficia; 1evels
Tegording these schemes, Natinnalised Banks ha%e—élso.h
rot put in the effort that was requlred and IDBI
ctuld ceortainly streamline its procedurca S0 that the

benafits of such schemes are widely available.‘We have,

w3



- 3 te
therefore, made verious suggestions to improve their
implementation.
4, We firmly belleve th:t a speedy development
of Industries in the backward aress cen bs achicved
by the rapid'promotién of small scale industries,
.Such a programme of SST develnpment should b-
conceived s an instrument ot socisal chong- znd not
mérely as a welfzrs progremme. Tt is from this estect
thet we have suggested a large number of messures
for programmg surrort to the s=uall sector as comparced
to our recommendations for rroject surrort in the
large and medium sector. It is the small industrics
sector which can have a tremendous impact on our
economy by diversificestion of rroduction through
aﬁciliarisation,'diffusionof ownership through tho
Eromotion of local entrepreneurshir and geograrhicel
dispersal of . industrial sctivity by basing.industries
on locsl resources. Our backward sress in thc country
are Tich in resources both mineral and sgricultural.
They have remained industrially backward becesusc we
have located industries besead on these raw matericls
neer the cities which ﬁrovide'the markets. “ow the
time has tome for uws to locefe industries in beockword
areas where the raw waterisls are available,
'5. Finaliy,'in sTite of a2 number of incentives
which heve beeﬁ glven till now and the infrsstructurc
surrort, it is a matter of deep concern thet rost of
the industrizl development thet has tzken rlace in

sesd
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ou® country since independence hzs been
concentrasted round a few metropolitsn areas

aﬁd large citles. Wo have, therefore, f7lt thet

it is necessary that thé system of incéhtives*for
industrial develorment of béckward areas is also
coupled with a system of dis-incentives to prgvent
further industrial develorment near metroﬁolitan

areas and larege cities.



CEAHR_I

Stratrgy _ for Deveisoment of 3ickwird Areas

The strategy thft we wuld 1ike t~ unfold £f-r the
devele ment of backward aic2s hss five major elrments. The
first cl-ment wnich is the king-pin f.r the wh lf pragrarme
is the setting up ~f 2 central ~rganisa i n tn pisn,
‘sponscr and prom-ate ingustrial cevel- ment regrammes f r
the brckward areas, Till n.w, due t5 the lick »f such a
singlie central crganisation, the varicus scasmcs - f the
Indﬁétry Ministry as wcll is the :ther Hinistir:ss nave
lacked 2 unified approach and primary ls2ership. The
setting up »f such a Centr;l organisafii~n which we have
aesigned as the Authority for Bickward ir:a Devmiopment
(ABAD) at the nati-nial level wruld issist in planaing,
spcascring ané sromuting 1 co=--i1dinited pregramme for the
speedy industrial developmrnt <f backward ireas. .¢ hawve
de21t with the cbjrctives an¢ functi-ns of iBAD inm a s-uirate
chapter. . |

The seceond rlement in our strat-gy is to utiiiss the
close link betwcen urbanisx ion and industriatisation for
sromoting industrial dovelos.meoat of backward aresis. It 1s
by now 2 well-cstablished fact that industrialisatisn 2ng
urbanisatiﬁﬁ go hand in hané .ith each other. sithout urban
and social infrastructurc, it is difficull o attract large
and medium units to locate tﬁfmsclves in zr-~wth centires,

«& hive,therefsre, come d.wn very heavily ia fac-ur of
the gr wth centre 2ap.reach in ewntrast t- general arca
development of backward arcas., In th- multi-lirved planiing

rx-reiscs f£or total &rvelovom-nt, irea drv-lopm-at plans ————2



~On
espreially ¢f backward arsas, tsking intc c-3sideration
111 the scetors of development such as agricultural,mineral,
industrial and even to~irist development,cte,, ¢ not have

ground

an important place, Against this brckurrd of total area
devélopmcnt plins, we weould 1like to suggest thag suitable‘
growth centres shsould be sclected which have 2 promise of
Industrial deveclopment, All cfforts should thrn be conccntritcd
on such growth centres for proncting 1lirge 2nd medium  industries
sn that within 32 time-frame ¢f five years crncrete results can be
1chicved, In the eontext of scarce resturces aviilable for
industrial development better r-sults can be achieved by
ponling them and concentrating 21l cfforts at such growth
centres, It is only by preperly co-o2rdinating ahd corelitving
the esscatial sngindl iafrastructure with physienl
infrastructure that we can hops to catalyse ihdustrial
development specinlly in the large and medium scetonrs 2t
well sclected growth centrcs in backward areas. Ansther
significant aspret of the élosc reiation between urbanisa-
tion and industrialisttion is the wndisputed fact that
large metropolitan citlecs which arc 2lrcady ovrr-
crowded and over-congested £111 continue t2 attract large
and medium industries, This 1l¢ads to inereasing s-eial
costs 2t large citics and a set-back to development of
industries in backward arcis. w€ have, therefore, strongly
rcecommendcd that 1 sy stem of Gisinccntivés éhould be
adopted by the Crntrad Govarmment t5 ensure that such large
metropolitan centtes do not breome attractive to large
and mcdium industries, Unless such 1 system of disincentive

is adopted, it, would be difficult %o promote irmdustrial
. =3
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deveiopm~nt of growth centr-s awiy fr-m sycn large metro-
pclitan cities,

The third element in cur strat-gy is the 3¢ Lption of
an ap.r-ich for bal:nced development of 12rge, medium
and smnll scale industries: Jhile Large and nedium indus-
trics arfcessirily need phy51611 and socil) infrastructurc
at growth centres, smill scale incustrics can have widee
spr=2d impact in the geographicil Gispersal of industries,
while the total number of gr-wth centres that we tike up
for develo ment »f largc ind medivm industrirs within the
time framc o? €ach Five Year Flan hrs ncecessarily to be
limited to a manageaple number for getting cacr-te r sults,
there need be no such restriction on " widespread growth »f
the sm21ll sc2le industries in the cntrec backward irea, It
is in this context of » widespraoad gr .wth of small indusirics
that the develogment of local centrceproocurship breomes imp.rt-
ant. The lairges xnd mcdium iadustrics coming up 1t gr owth
centres would easily provide thc nncessary umbrella for tie
devslopment of ancillaries in the hiacerland.

The fourth elemcnt in <ur strategy is to bring about srg--
nisational and djministrﬁtive measurcs tn ensurc that 11l thez
bickward arras in India gct unif-rm acdvantage »f the present
schen#s which are bcing ~pcratcd by the Central Government,
It is 2 sad commentary of Lur‘industrial administratinsn 1t
the Stote tevels that wailc some of th- brckward ﬁrrqs hive
drawn 1 lion's share -f the subsidics nd assistance given by
the Centra Governmcnt,lﬁthrr backwré 2r-2s hive rrmiincd

relatively untouchcd by such schemese. Oac £ the main prrprses
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of setting up of the ABAD is that this iMstitution would be able to
actively help the backward. arcas which have till now romained
outside the influcnce of the present schemes for industrial develop-
ment of backwa;d arcais so as to rfasure tQat they get their due
share as well, ABAD will necessirily have to be "ble t» draw up
schemes for tra2ining the Government.st2ff working in such backward
areas to ensurec that they can efficiently »prrate schmes which
benefit the arcas in which they are working., 1In S omo extreme
ca1ses ABAD may itsclf have to take up’thevimplfmcntition'of
Central schemes so 1s to cugure thit such baciuward areas which have
not ree-ived any assistance till now do get their duc. share,

The last elrment »f our sirategy is 2 better re-arrangement
andg rn-alignﬁrnt of the exisfing scncmes so that better results
are morc quickly obt-incd, In this direcetiocn, we have made 2
nuhber of detzilcd suvggestions in Chnpter Vo w€ have also suggested
some additionil features for existing schomes and a2 few new schemes
well within fthe present 2oncepts of cxisting schcmeso 



CHAPTER IT

Criteria for identifying industrially backward district.
2¢1 The first ster to lay down the criteria for

identification of backward areas and formulate
fiscal and financial incentives for industries
comng ur In such areas was initiated by the
Planning Commission by the arrointment of two
Working Groups in 1968. The Working Group on
Tdentification of Backward Areas ( cormonly
known as the Pande Working Group) recommended the
‘foliowing criteria to be applled in aggregate
for the purrose of identificatlon of industrially
backward States/Union Territories:
(1) Total per carlts income,
‘(ii) Per capita income from industry & mining.
(1ii) Number of Workers in reglstered factorles.

(iv) Per capita annual consumption of
electricity.

(v) Length of surfaced road in relation to
(a) the porulation, and
(b) the aréa of the State.
(vl) Rallway mileage in felation to
(a) the rorulation, and
(b) the area of the State.
2.2 The Pande Working Group had recommended the
following criteria for identification of
backward districts in the industrially backward

States and Union Territories:
(i) Districts outside a radius of about

S0 miles from large clties or large
~—~--8
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indus trial rrojects.

(11)Poverty of the reorle as ipdifateﬂ by low
rer caplta income starting from the lowes?
to 25% below the State.average.

(1ii)High Density of porvulation in relation to
utilisation of producfive resources and
employment opportunities as indicated by:
(a) low percentage of pdpulation engazed

in secondary andrtertiary activities
(25% bélow the State average may be
considered as backward).

(b) low percantage of factory employment -
(25% below the State average may be
considered as‘backward).

(¢) non and/or vnder uiilisation of
economic and naturél Tesources like
mirerals, forest, etc.

(iv) Adequate aveilability of electric power

or iikelihood of ils avallability withir
1-2 years.

(v) Availability of transrort and
communicatlon facilities or likelihood of
their availability within 1-2 years.

(vi) Adsquate availability of water or

likelihoogd of avellability during
1-2 years,
243 The report of the Pandey Working Group and also

the reprort of ancther working CGrour on fiscal and
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financial incentives for starting industries in
the backwsrd areas ( commonly known as the
Wanchoo Wbrking Groupr) were considered in
September, 1969 by the National Develorment
Council Cormittee of State Chief Ministers.
Briefly, the main deeisions of ‘this NDC
Committee weré:

(1) Concessions to be offered by financial
and credit institutions for financing
industries in backward areas shovld be
available to selected backwsrd arsas in all
the States and Union Territories.

(2) The criteria to be adorted for selection
of industrially backward districts 1in the
States and Union Territories may be
settled by the Plamning Commission in
consultation with the financial
institutions and the State Governments, In
the light of the two sets of criterila
recommended 5y the Working Group on
Idenfification of Backward Areas.

(3) Thé‘Central Scheme of Investment Subsidy
may be given to industries in two selected
districts ( out of the industrinlly
backward districts to be selected to
qualify fbr concessional finance) from

each of the States identified as



A
industrially backwzrd by the Vandoy wovkr i
Group and one aistrict from ezch ¢l tne
sther States and Union Territcries. Furiusrt,
the Planning Commisslon mey ealso vork out
wvhat chould be the unit of a distriet,
Later on the scope of th@ Central Scheme
of Investment Subsldy wes extended fo
cover six districts/ areas in sach of fhe
§tates identified as industrially bac%ygﬁd
;nd three diétriéts/ arecas in each qgf%;g[
States. As af‘esult of these ddcisions today
districts enjoy the benefits of this
scheme,
294,.Based on these decisions, the following set of
criteria was evolved by the Flarning Commission
in consultation with the finsncial institutions
for identification of industrially backward
districts td qualify for concessional firance, .

and was recommended to tna States for adopticn
as guidellnes:
(1) Per carita foodzrainings/commercial

crnps production dependeing on wvhether
tha district ?s rredominently a producer
of foodgrains/cash crops. ( For inter-
district comparisons conversion rates
between foodgrains and commercisl croyps
may be determined by the State Government
on a pre-delermined basis where necessary)

-9
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(11)

(1i1)

(iv)

(v)

-t 9 t-
Ratio of population to agricultural
workers.
Per carita industrial outrut (gross).
Number of factory employzes per lakh of
rorulation or alternatively number of
versons engagad in secondary and tertizry
activities per lakh of porulation.
Length of'surfaced“roads in relation to
porulation or rallway mileage in relation
to- ropulation.

As a result of the above set of cfiteria,

as many as 233 districts all ever the country

have now become eligible for concessional
finamee under thiz schems,

In the light of the experience gained and since

more than five years have elapsed, .this

committee feels that the time has now come for a

detziled consideration of these criteria. A

district/area which has been selected as

backward need not remain backward for ever. It

is also necessary to adjndge and select

backward district, areas perlodically and we
feel thaet this reriod shovld preferably be a

five-year plan reriod end. zt any rate should

not be more than a decade. Government of

India should now immedlately :fipfttatés sters

for getting these criterla re-examined at the

highest level and take aprprorriate decisions

—==10
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for identifying the backward districts/arecs,
Wnile such re-examination of the criteria is
underitaken at the highest level, this Committze
would 1like to recormend that the following
roints may be considered:

(1) Instead of taking the gistrict as a
unit for identification of a backward
area, a tehsil or a block may be taken
as the unit so that develcpment efvorts
are concenirated on a sfaller area.
Such backward tehsiles/blocks should
Ereferably have an urban core with a
porulation not exceeding cne lakh. Such
an urban core will provide the social
infrastructure so essgsential to promote
industrial development esrecially in
the large and medlium sectors. It i3 alsc
essentlal that the tehsil/block selected
a5 backward area should be at a
sufficlent distance from large cities
and metropolitan areas to prevent yrban
srill-over |

(11) For identification of industrial
backwardness the indicators which are
selected should be Turely those
indicatlve of industrial backwardnesé.
These could be ths following:-

(a) Ratio of porulatlsn to p2rsons

111
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engeged in the secondary and tertiory
activitles.

(b)Per carita income from industry.

(¢)Per capita industrial output mgross).

(&) Per carita bank credit made avrileble

to industry.

(e)Fe? carite amusl consumption of

eiectricity by industry.

(£f)Munmber of worksrs in registered

factories.

The selectlon of such backwerd tehsiles/
Blocks should be restrictecd to n maragondie
nﬁmber for each Five ¥éar Plan perlod so th-t
efforts of Government towards promoting the
develorment of these arees are not spread too

thinly over a lerge area.
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3.2

CHUAPTER . TII

THZ IMPACT OF THE CENTRAL SCHEME
OF_IWVESTUZNT SUBSIDY.

The- introduction of the Outright Grant or
Subsidy Scheme is-one of the important sters
taken by the Govermment of Tndia to rromote
exreditious growth of industries in selecfed
backward areas. This scheme was anmounced on
the 26th fugust, 1271. The scheme was then
celled Y The Ten percent outright grant or
subsidy scheme '1971! for indusirial units to he
set up in backward districts/aress. The subsidy-
was provided at the rate of 10% of the total or.
additvional fixed carital investment, subject to
a maximum of Rs.5.0 lakhs. The scheme was made
erplicable in 44 areas/districts in different
States ¢f the country Tor-untts whose total
investment did not exceed Rs330.0 lakhs.
Thefefore, the schemé did not only arpPly %o the
small scale uvhits but to all units, inciuding -
medium and large scele units, whose investment
did not exceed R3.50.0 iakhs. t was also |
announced that>in case.of wnits involving total
fixed investment eXveading Rs.50.0 lakhs the
scheme night be made eprlicabic on consideration
nf wusrlls at the Clzcerstion of the Government of
Incia or the State/ Unlom Territory.

The Government of India in the Ministry of
Industrial Develorment, by notifiéa ions dateqd

0.9.72 and 19.1.73; made certain amendments in

—mmm 113
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the 10 per cent subsidy scheme as follows:-
1) The €ligibllity limit for subsidy wes

ii)

113)

iv)

reised from Bs,.50 .0 lzkhs to Rs.1.0
crore. Units having investment of

more than Rs.l.0 crore were also made

- eligible for subsidy urto a maximunm

of Rs, 15.0 lzkhs.

The mzximum amount of subsidy reyable
was raised from Rs,5.0 lakhs to
Rs.15.0 lzkhs,

The rate of subsidy was reised from

10 per cent to 15 re~ cent In resrect

‘of units set up after the Ist March,

1973,

The scheme was made arrlicable to

58 more areas, thus making a total of
102 areas/districts all over the
country which could get the beneflts
of the subsidy scheme,

An outlay of Rs.5.0 crores was prrovided In

the Fourth Five Year Plan of the Union Ministry
of Industry for péyment of subsidy in the
backwaerd areas. In the Fifth Plan the provision
for the subsidy scheme has been ralsed to

Rs. 10.0 crores. Table I below gives the
yearwise budget provision, amount reimbursed
and pércentége of the amount re-~imbursed to

the budget provision.

--=14



TABIE _ I
_______ e e e e = — .. {Pupees in Lakhs)
- - Amount
Year Budgzet sanctioned & Percentage of
______ Provigion. reimurseds o~ - 3-tn 2 o = —~
S D e e B o e 4 o - -
1972-.73 75,00  11.76 16
L 1973-74 100300 58,20 52
1974-75 400,00 400,27 100
1975-76 50000 344,29 69
(as. on . :
20 411.75) Totel 815,22
3.4 - Table T also indicates the Utilisalion of

budgetary rrovision; this was cnly 16% in the
first vesr of the oreration of the scheme, l.e.
1972-.73, and wenl urto 59% during 1973-74 and |
1007 during 1974-75. This shows that utilisation
of the budgetary rrovizion is increasing every
year and it is expected that the States might
ask for more funds thaf the budgetary trovision-
during 1975-76, |
3.5 Operation of the for neszsrly four yearé by
now, rcveals that the amount of subsidy remibursed
by the Centre to States/U.T./ Finencial
’Instifutiong/ﬁbminated Aéencieé has been
progressivelf increaging. Since the incertion of
the scheme a total sum of Rs.815.22 lakhs had
been rToimbursed to various Stotes till £0.11.75.
Hoﬁéver, there was really a spurt in the

utilisation of subsidy in the year 1974-75 when

~--105
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the amount of subsidy reimbursement increased to
Rs.400.27 lakhs.
Tablc II below Shows the Statewise and
yearwise breskur of amount of subsidy reimbursed
by the Central Government from 1972-73 to

1974.75,
TABIE . 1T
STATEWLSE AND YEARWISE BREAK Uy
OF AMOURT OF SUBSIDY REIMBURSED.
U (_Ra..ih lakhs.) -
1972.73 1973.74 197475 Total Per-
State Amount %  Amount 9 Amount % of centa-
of of ' of Cols. ge of
' Total Total Total 2 to 4. Total
1. 2e 3. 4, 5, G,
Andhra Fradesh - - - - 61.47 15 61l.47 13
Assam - - 2.50 4 2,30 1 4,80 1
Bihar - - - -. 12,74 3 12.74 3
Gujarat - - 0.56 1 15.26 4 15.82 3
Haryana - - - - - - - -
Himachal Pradesh - - - - 23,67 6 23,67 5
Jammu & Kashmir - - - - - - - -
Karnataka 10,25 87 - - 18.35 5 28,60 6
Kerala - - - - 29.84 7 29.234 6
Mz@hya Pradesh - - - - 12.76 3 12,76 3
Maharashtra - - 48,11 82 83,08 21 131,19 28
Manipur 0.18 2 - - - - 0.18 il
Meghaleye - - - e 5.95 2 5.25 1
Nagaland - - - - 377 1 3.77 1
Orissa - - - - 9,84 2 9.84 2
Rajasthan 1,33 11 2,31 4 35.67 9 39,31 8
Punjab - - 0.5 ~ 1 11l.11 3 11.70 3
Tamil Nadu - - 4,57 8 44,65 11 49,22 11
Trirura - - - - - - - -
Utter Pradesh - - - - 28,39 7 28,39 6
West Bengal - - 0.18 =~ 1.40 - 1,58 -
Pondicherry - - 0.08 = - - 0.08 -

—— T g TR R ey ek S et R P T T o e e e e S Py A AR PR TR R e o U g AE T o, Em ey YT em T em A e S

3.6 It would be seen from Table II th-t

reimbursement of subsidy was made only to three

-——-16
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States during the first year of the scheme, 1l.e.
1072-73; to the States of Karnatka, Menipur and
Rajasthan. Even out of these States, Karnataka
accounted for Rs,10.25 lakhs against the totul of
Rs.11.76 lakhs. During 1973-74 the mumbsr of
Stateg. claiming the éubsidy indreased to eight and
during 1974-75 it rose to seventeen.

3.7 Table-II also reveals that the largest
.percentage of essistance in térme of reimbursement
went to Maharsshtra. During 1973-74 as much as 32%
éf'the total amount reimbursed by the Centre was
claimed by Maharashtra. Though this percentage cane
down to 21% in 19%4-75, Maharashtra still occuried
the first prosition. Similarly, the share of
Maharashtra in the total amount of subsidy
ro-ilmbursed upto -4t 1974-75 was the highest, iae.,
28%, Tamil Nadu wes the Second largest beneficiary
in 1973-74, its share being 8% of the total amount
re-imbursed in that yéar. However, during 1974-75
and In resrect of total reimbursements made upto
1974-75, Aindhra Pradesh, an industrially backward
State, emerged as the second largest beneficiary,
having acquired 15% and 13% of the amount o
relmbursed respectively for this period, On the
other hand, Ihﬁii Nadu Shifted its position from
second to third, its share being 11% for these
reriods.

3.8 Rajasthan was another 1x3ustrially backward

State which maintainsd i*s position as fourth
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beneficiary during 1973-74 and in regord to ameunt
reimbursed urto 1974-75, The rercentage share of
RajJasthan on this 2ocount registered an increase
from 4% in 1973-74 to 9% in 1974-75 whereas in
regard to overall reimbursements made till 197475,
its share was 8%.

3.9 Twelve backward States together accounted
for 43% of the total amount of subsidy reimbursed
till 1974-75. These States are Andhra Pradesh,
Assan, Bihar;‘Himachal Pradesh, Rajasthan, Uttar
Pradesh, Madhya Pradesh, Meghalaya, Manirur,
Nagaland, Orissa and the Union Territory of
Pondichérry. As regards yearwlse breakup, 1t
inecreased from 8% in 19Y3-74 to 50% in 1974-75.
Howevern the share of Unlon Territorles was almost
negligible i.e. 0.1% of amount reimburse
had gone to Pondicherry in 1973-74.

3.10 Another alarming feature about the
utilisstion of the subsidy scheme is that in respect
of the three States of Haryzna, Jammu & Kashmir
and Tripura and six Union Territories viz,,
Andauman and Nicobar Islands, Arunachal Pradesh,
Dadra & Nagaﬁ Haveli, Goa, Daman & Diu,

Lakshdwéeﬁ and Mizoram, reilmbursement had been
nil during the reriod under review.

3.11 Tabie IIT gives the Statewlsc reimbursement
of subsidy made to the various stcotes during

1975-75 urto the 20th November, 1975:

-m———-18



TADIG _FiT,
i . (Dsa 2n Takha)
21, Stzte Amount Re-imburzed % To the
De from 1,4,75 to Total
. MN11.75
1. Arndhra Pradesh 72,67 3.3
e Ausar, 7,28 Sl
3 ) Bih&i’ - -
4, Gujrata. 44,81 13.C
5 o Haryana 7«0 268
8s Fimarnichal Pradesh, 12,27 3.6
Z, Jarmu & Kazbmiv, 1,83 0.5
s+ Karnataka 1.74 0.5
O Kerala. - -
30e Maduya Pradesh, 22,24 6e5
114 Menarashtra 72,49 24,1
12, Manivur, - -
13, -Meghalsy: 382 150
14. Nllﬂaj:and - -
154 Orissa, 1.68 0.5
16, Punlab. 15,81 4,6
17. Bajasthan, 31 5% 0,2
18, Tomll Nadu 27,15 7 oG
19, Tripura. - -
@We Uttar Pradesh, 7258 2.2
2lo West Dengal, 5e44 1.6
22, Goa, Daman & Dlu, Julb 0,4
A TS I 1.4 PY ¢
3,12 It may b2 seen from Tablo IIT that

go far only & States have vot come Lorward for
claiming the subsldy during 1275-76 a3d Mabarashtra
oceuples the second position after Andhra Pradesh
sd far as reimtursement of subsidy is ¢oneceorncd.

3 13 Table IV below gilvés the Statewlse
DPosltion of amount reilmburssd and the mmbéy of
unlts in the small scale and larngs secele sectors

banefitied during 1974 75,

Contd, . 15)
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TABLE. YV

Statewlse position of reilmbursement of investment

subsidy to industrial units in small scale sector cs

State § i Total fixed invest- [« BN
Smalli%g i% menk malll Total of
{s .S tallmz ESmall Totau% of S. S, g f Ltc8
8.8, Ja tq 5 l _ ¥
%ndhra 124 132 94 156,97 1850,22 10 17.88 61,47 es8
radesh, :
Assan, 35 35 100 30,10 30,10 100 2,30 2,0 100
Bihar. 329" 331 99 - - - 11,52 12,74 20
Gujrat. ‘80 91 ©8 124,40 274.48 46 10,49 15,26 69
Himanchal - - - - - - 23.67 -
Pradesh,
Karnataka 51 54 94 4,62 214,74 25 4,63 18,35 25
Kerala 164 168 98 145,34 306,90 47 B .56 D.84 56
Pradesh .
Maharashtra 21 36 58 11,96 256,64 5 2,64 83,08 3
Meghalaya - 2 - - 64,19 - - 5.96 -
Nagaland, 134 134 100 53.02 53,02 100 3,77 3.77 100
Orissa, 42 44 95 37,00 88.23 43 3.60 9.84 37
Pinjab, 80 80 100 104.23 104,23 100 11,11 11,11 100
Rz jzsthan, 67 72 93 100,15 408,61 25 9,19 35.67 26
Tomil Nzdu. 89 104 86 219,84 503,71 37 17,53 44,65 39
Uttar Pradash 1B 23 78 42,42 841,15 5 3.49 28,40 12
W. Bengal, o 3 a7 11,44 21,97 52 1.00 1.41 71

otals Wmﬁ_wa&__—m——-

3, 14 It may be seen from Tsble IV that a total
of 1354 industrial units, involving an investment
of R5,4806,56 lakhs in fixed assets, has avalled a
subsidy of the order of B 400,27 lekhs which forms
about 8 per cent of the total fixed investment. This
is dve to the fact that certeln instalments..of suhsidy
might have been carried over to 1975-76. It will be
very lmportantto mention that 95% of tae industrial
units who get the subsidy belong to the small sczle
sector, whose total lnvestment in fixed capital wes
as much as R,1091.58 lakhs, Out of the totzl sum

m. .1)
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of P8e400,27 lckhs given es svbgidy in B 71-75
ebovt 29%, i.e. B, 118,07 lckhs, wont to smrll scele
industries. This shows that whilec the smezll secale
units accounted for only 1/3rd of the total emount
of subsidy, they represanted nearly 95 of the units
to which the subSidy WS giV?D. In 11 th2 St-tes

excePt MabarzsHles, Wizg Ben:ol and Moghaloye percentage

=
M
n
3
[¥¥]
-
[ |

assisternce in tersms of number of units in t
scale sector -varied between 78 to 100 ver cent, This
inpli=s that-imw th: two afvancsd industrizl States of
Mzhorasthtra and Wast Bengal, relativaly higher number

of larse and mediun scale unifs got the subsidv,

3«15 The pﬁrcen»age of suall ind Uetrlcs in terms

of number in these two.-Stetes wes as low as 58% and |
6om a”ainst?78% ?D’1007*infallJothPrnﬂtféesklln-Meghalaya
only two infustrizlunits of,medium“séale were rovided
subsidy, On the ‘cthew hand, in Pumnjabd, enother sdvanced
State, 1004 assiétance in terms of nuiber and,amoumt.
went to smell ind tries,  Working of the =chen
Bengal was bslow:averzge so far the mmber of ﬁnits.is_
concarned, - though in termg of fixeqd invastment and ﬁmoﬁnt
of subsicy cdisburssd, their rerformence was quite upto
ths nerk, the percentoge shers heing 524 or fourth

with. rorzrd to fixsg irvcsta”nt and 71% 1 | n respeet of
eno' nt of subsicy,

3.16 An~ettempt'hes béen Made in cb'e V.to indicste
phs’typps of industries which have uome‘ur in gnc“w.rd

erazas: gn€ hav? tslken ths benefit dfithe_subsidy,

» oo £1)
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Information is not available in respect of all the
1354 unlts which have been glven the subsidy during
1074~75, It is avsilable in respect of only 674 small
scale units which accounts for about.soﬁ of the total
nunber of units.

317 Table V below glves the names of the States
and the number of units in broad category of indugtriecs.
This indicates that the large number of units which
are coming up in thése-afeas belong to the Mechenical
Group of,Indust:ies followed by agro-based industries
like food procéssinéeté..

Table V,

o

.State .- *1 2 3 4 5 6 7 8 9 Total,
- : : - i
~—Andhra 18 28 1 5] 8 2 - 2 14 124 i
‘radeshs - - - . a .
an, 6 7 1- 9 1. '3 1.2 5 35
- Bihar, . 6 e - 5 - - - = 2 13
- Gujarat,. 3 3 1 9 3 1 2 4 12 68
Kerhataka =~ = 5 B.- 2 1 8 =~ 1 1 8 5
Madhya Pradesh, ‘8§ 5 -.1 .18 - 1 8 2 3 I
Mgharashtra, 5 2 TR &, - = 1 2 19
6 6 10 2 - = - o
5 1 6 e 1 =« =-9 42
. 1 - &3 - 2 1 2 & 51
: i4 2 43 i .- 20 - & 28
15 231 S 10*2'?18‘75%4 |
4
oeessing Industries,
Industries.
O T
ical Engg, Industries,
iroducts,

» & Handlooms ete,

'3 go .
+¥ical Engg.Industries,
aneousg, . - :

oo s22)



3,12 An ane lysis of the subsldy reimburesd to the
various States shows that the backwa“d States have
eneived comnarative,y_less subsidy as comparsd o
certain edvanced Suaueso uimiiarly, the dﬁta on
subsidy roimbursed to the °ma11 scale induatry a2
compared to the 1hrge and mndium industry is also
neagre and ﬂmall scale JndustTy has not really got i
dve share ac compared to the medlum and large sczle
sectora. _ |
3,19 lack 6f)knowledge on the Pert of the Stale Covtu‘
and the u:;its Kotting up industriss s one of the most -
fmpertant factors in their not getting the subsicy, There
is neec Lﬁ% training of the Stjiéfﬂévc.of?icerﬁ desling . .
w;th uhsidy so that they could geb~the 'uosidf sreediayo
3.20° Dslay at the Centr»l &svel inc rc‘muu*semen* ofT
sﬁbs 1s another ’nhlbit*na iacquo Tne resson has

beon that the SLbeidy c¢cll in the Ministry ﬁfiInduﬁﬁfy '
has mt been provided with qdequafe and efflclent staff,
& special cell should. be ereated lmmediaie1y in the
‘Ministry to speedl 1y deal with the relnbursement of
subsidy tn the St tates and efficlent staff. should be
appoipted because the.delay in re;mhursement'causes
f%nénéial strain Part*cularly torfhe baciward utaué

3.21 A quarterly review should also be condueted by
the Ministry ab%pt the reimbursament of subsidy and the
review should be circolated to vaw*nus States so that

e

any state could krow its LOSi‘Gio“- as cmpared to others.
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CHAPTER . IV
AUTHORITY FOR BACKWARD AREA DEVELOPMENT..

An Authority for Backward Arca

Development ( ABAD)should be set up at tha national

level to plan, sronsor and promote a co-ordinated
programme for expeditious establishment and growth
of indistry at seiectéd growth centres in

backward éreas. This wovld rprimerily te a
promotional and develormental organisaticn which
will concentrate its activities on growtl centres

in the backward aréas with a promise for indﬁstrial

rdevelopment.

The objectives of this Authority showld
ba the following:-

1) A repld developmenf of #he backward
arecas .

2) Preraration of rroject rerorts of
: rrorulsive industries besed on local
resources leading to rapid develorment
of backward areas. :

3) Dissemination of information to
investors of the facilifies and

irdentives available for.rromosion
of thelr rrojects in backward areas.

4) To provide technical assistance for
develorment of backward areas. -

5):Tb actively develor, rromote and
, Sronsor rrogrammes of Industrial
develorment of backward areas.

6) To administer as an agent of the
- Government of India Schemes on inconiiv
incentlves, svbsidies and facllities
for developbent of backward areas.

7) To ralse additlonal resources from
the market for rromotion of
Iindustrial deelorment of backward -

-‘lh-‘
areags: e 22)
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AN XV

4,

=0

5

6

ABAD fhovld be headed by a2 high Joval

Bhard of Mirister: and Secvetariss to overnien”

Cof ‘India concernsd with 1he establishnent of

industry viz., Minister for Indusbrics., Miulster
for Finance, Peputy Chaimrmen, Flamning Coamliigrlen,

Minister for Company Law, Consermed Miwlsiwr cof
State for Indusiriez, Secrelary, Tricis briad
Development, Secretary, Banking, Secrelary, Flomnling
Commissionzry Fecretary, CorTayny Law. Doveizirent
C@missioner, Small Ecale Industries etc,; and
shonuld have ag its Member. Secretarcy the Joim
Secretary in the Industry Ministry dealing with the
develornent of backward aress.

Cur Committee attaches coniiderable

importance to ADAD and fesls #halt the Prime

Minle ter herself may be requestad to bz its
q _

Chalrmsns foxr 1ts day-to-day funciioning the

Futhority mey have an Executive Committee precided

over ty the Minister for Indusiries/Minister of
State for Industries.

ABRL, 1f 1t so desirer, could also seh up
a compact Ldviscry Covnell of experic to e3sizt it
in its worite

ABAD should be Set D as a non-profih
mairing service organisation under the Societles
Registration Act, Itz Memorandum and Articles of
Associlation shoc g allow'it toﬂrgisg Prnda érom
the oreun market Wi th or withuutxeovernment

cmm25)
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guarantee. This would make it possible for more
funds to be drawn from the market for developmént
of backward areas.

The rrovisions of the Indus tries(Dev.and
Regs YAct 1951 should be used as a positive tool by
ABAD for rromotion of industries in backward areas.
ABLD should prerpare or asslst the State level
Corrorations to rrepare preliminary feasibility
reports for esteblishment of large units, based
mainly on locally available natural resources.
The exact locaticon within the backward area should
be selected rurely on techno-economic grounds.

Licensing capaclities for such units fixed to a

‘karticular locatlon In the backward areas should

then be frozen and kert at the disposel of ABLD,

* ABAD should also be anthorised under the

Industries ( Dovelorment & Regulation) Act as the
Licensing authority for such capacities. LBAD should
then 'tender' out such rrojects by calling for
rublic arrlications from intending incdustrialists
both local as well as forelgn. The arrlicants could
state the terms and conditions on which they are
willing to undertzke these rrojects, mentioning the

-rercentage of eqity they would like to hold, the

terms and conditions of foreign collaboration,

- relaxation of M.R.T.F,,if required, etec.! ABLD

could then consider these varlous eprplications and

take a decision on allocation of the licensing
——— 26)



capacity kept at its dlsposal to the best apriican:
rhcsen on merits. This would ersure that lccatieon
of large projects bzsed on locally availabls
natural rescurces in backward areas do not get
shut out as h=os ha,pengd in the past for want of
licensing caﬁacity. In this way rescurces and
skills of large or monopoly houses or foreign
majority enterprises_goﬁld'also be effectively
channalised into the develoZrment of backward
ar9as. One of the terms arnd conditions %o te
rrescribed by ABAD should Be a time-bournd rrogreomme
for implementation of the project, after alil the
rerniesions are given, with penaity clauses,
baciked by suitable bank guarantees, fcr any
tnjustiflable delays In immlementhation, Since ALBAD
wlll have to take 'sﬁch_high.lovel decisions, i%
is aksogutely essentiglnfhat the composition of
ABAD, as algeady_Sugggsfed, ghould consis® of a
high level Board ggJMipisters and Sacretaries to
the.Goveynmegt'of‘ngia_cancerned with the
estzblishment of large industrics.

- The, Industrial Dovelopment Bark of

Incdia has_alreaﬁy formilated a reflnance scherme for

‘develorment of rhysical infrastructure in

industrial areas. ?his_sbheme unfertunately ha
not actively been rut into oreration. It has no®
been fully utilised py_the naticnalised bans znad
the Stste Tnfrastructure Develovments Corrorations.

———— Z7)




It would be advantageous for IDBI to streamline
its rrocedures to remove exdisting and ldentifieqd
constraints in the opreration of this scheme. The
IDBI should also rrerare a detalled booklet on
fhis subject and clrculate it to all State
Governments, nationalised banks and esrecially to
infrastrﬁctural develorment corrorations at the
State Level. The IDBI should organise a training
course for the officers from infrastructure
develorment corporations. Officers fronm
nationalised banks should also be invited for

this training course. I.D.B.I._should conduet a
quarterly review of the progress of the Scheme and
keer the Government of India and the State
Governments informed. Since thls existing I.D.B.TI.

Scheme would meet the requirements of funds for

“develorment of rhysical infrastructure at growth

centres in the backward areas, it 1s not necessary
for ABAD to durlicate these efforts. ABALD should,

however, keer a pool of officers who could be

deruted for short durations to the backward areas

to asgsist such States to rrepare and formuiate
bankable rrojects for infrastructure development
through the IDBI refinance scheme,

ABAD as a rromotional organisation should
first concentrate 1its activitles on most backward
areas which hold a rromlse for industrial

develorment. Under the present system of facilities
' —— 28)
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and incentives; tnere 1s no safeguard that the
mos béckw rd States get their due shame. In the
present set-up, advanced Statos have accounted
for a large share of the available incentives and

c*lities. Suiteble promotional aﬁd develorment
measures should, therefore, be initiated in the
backward areas by ABAD to ensure that they gcu an
increeased share.
4,10 The executive organisation of ABAD
should have close linkeges with the Banking and
indwstrial deﬁelppmeﬁtﬂMiﬁistries; I% should
“ensure that‘thé exiﬁtl g Suhr&ad of 1ID3I
concessional finance, naulonalised hank |

assistance to eéucated unemelove( as wvell the

¥}
ot

facillties ol +be dl’fcrequ11¢ 111 erest rat

L]

schemes are madse ava41"1e_iﬁ fuli w msasure,
_e'specially to ]313_'11 reale iﬁé"&étﬂ;ﬂ 1 hoalrmsa
aress.

4.11 sl SU0ULG 2150 oPerate a subsidy
schep-w Ior aselisting Jarée industries which wans.

to shift from congested metrcrolitsn arsas to

o

aprrovsd iceetions in haokward sreaz.
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CH.PTER . V
RECOMMEND..TIONS
G;ow?h Centre arrroach:
FSr develoring any backward arca
industrially it is not enough that industrial

infra-structufe alons is avallable, Before any
signifieant industrisl develorment can teke place,
develorment of social infra~structure will have
to be properly co-ordinated and co-releted. Mercly
an industrial site, rallway and rower lincs are
not enough., The area Should have a school, a
technical school, a hospital, bus-route, telex,
telegrarh and telerhone facilities, otc. For
achleving this, a growth centre arproach will have
to be adprted. Growth Centres selected for the
rurrose of 1ndustrlal develorment should, in fact,
be taken up for development in all the above
stheres, Develorment, therefore, of these facilitiles
in so far as they concern the States will have to
be provided for by the resrective derartments of
the State: Governments and In so far as they
concern the Central Covernment, by the resrective
derartments of the Central Government. In these
areas there will have to be definite complementarity
in terms of the rlan outlays and the desired
Fhysical targets.

OLn vrban core for social infrastructure:

While backward areas everywhere have

to be develored, the Committee feels thot best

results can be achleved by a certain amount of
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selectivity in the c1oice of growth centres.
If wewid be ﬂasirable to in1tially concentrate
on growth centras vhere social infra-structvre
facilities are available at least to sore

extent. The .urban core of such growth centres

Hy

o

selected for congantralted ailisntico
industrial Fromotion aot*v"tic should have
rorulation not exceedipg 3 lakhy Thess grovd

]

cantrTes should also ‘be at a reasornable a:

s tance
from large citiesthnd metropclitan areas. The-

provision of.thaﬁmﬁééiné"links in the exisiing

soclal infrastrvcture vu cil. &2 hospitals

'educa'!:ional_institu'f:ioﬁs,etcn will have %o the

given priority at the growth centres. Since

s a costly

L4

rrovision of soclal infrestructure
fropos* cion, _only a 1 ‘"t d'rqm“ﬂv of growth
centres, especially the mest rromising ameong
them, shovld be Tirst scleched for the rrovision
of comprehensive. devélcrment of soclal
infrastructure. irver tne rirsi-ranking growth
centres are. comrleted, the second-ranking

growth centres mey be ta¥sn up in a similar
Ffashion.

Di__iUC°nti_.93 Zor industrial develomimand.
in Met TOCnlita ar d clher iaoyes sities

political, administrative and socisl. Toough a

..............,_,3'1)
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large number of financisl and fiseal incentives
have beenrrovided fof develorment of backward
areas, the results have not been gratifying.
his system of incentives for backwaerd areas
will, therefore, need to be courled with a
system of disincentives for industrial

develorment 1in metrorolitan citlss and large

- citles. A start should be made initially with

mstropolitan clties having more than 2 million
rorulation. In such metropolitan cities there
should be positive dis-incentives for setting ur
of rew industries. No industrial licence should
be issued by the Central Government for location
of industries within the area of 1nfluence of

metropolitan citles with a rorulation of more

.than two million. Similarly, the Central Scheme

of 15 per cent subsidy should not be ofperatlve
within the influenee regilon of large cltles with
more than 1 million porulation. If such sters
are not taken, industrles will not move into
backward areas, but will cluster round large
cities, 1eaéing to unmanageable urban sprawls
and industrial‘slums.

Development of local entrerreneurshir,
A backward area can be largely develored

only 1f local entrerreneurship 1s stimulated.
This should not lead to a rigild arrroach barring

outsiders. While entrerreneurshir from outside
' e e 32)
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should be welcomed, especlally in the medlum and
lerge scctors and glven g1l encouﬁagement the
Small Secale inductries develorment programme in
baclkward arens has to be a priority rr ogfimme which-
will bring out latent local entrerrensurial talents
nd provide them guldance, assistance, training and

infrastructure.

n
v e
i

Dovo’o sment of docal reo

lq]

f‘)'l

—i e I

ll)
)

Wi

The-inﬁﬁs%ries’selected for developnent in .,
backward aresas, ‘especially in the large and medivum
sectors, should be prorulsive indvséries with
baclward arid forwardhlinkagas so that their lmpact
is felt widely in the local ninterlasd of the
growth centres Such an aprroach underlines tho
Importance Qf ccnceﬁtrating on local natural

resources agricwltural, minersl, marin

W

?

livestock-based and forsst-bas edemmmem in *tha
promction of ihdustr*es in the backward area.

.Conc _3“,] 'f._;._Qn_ Qn 10 (J'];_L_.maqvﬂwq T o

Faw‘enure reneurS, es rec1a11y in the Small

-

Scale Industries Sﬁctor. are ;"ely to be deficient
ih marketing capabilit*e%. It is, thersfore,
necessary for them to concentrate on rroducts--which
have got local markets, Thus, the Small Seale
Industrial Trogramme for rackward areas zhoul
largely centre round 1loésl natvral xuﬂnﬂrces, loeal
karbat local skills and local cutre evrshis

SC?{§E_Paw.ma-céials_eannot bs thé basis for

Thon g 33)
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industrial develorment 'in the beckward aress nor
can pfoducts for which the market is alreaéy
somewhat saturated be encouraged. The Cormmittee
would, however, like to stress that, if there is
an& score for setting ur even a few small scale
industries with scarce raw materials to meet
pridrity neéds, such small scale industries
should be invariably set ur in backward areas.

Trgining of local rersonnel:

It is very necessary that industrial units
which corme up in'backward areas provide emrployment
oprortunities for the local ropulation, at least

_in the seﬁi-skilmed and artisan categorles. For
this rurrose, large industries should be rersueded
to arrange for training schemes for the local
porulation so that the fults of such develorment
go to the local rorwlation also. TFor this
purrose, the expenditure incurred by such
industries in designated backward areas for
training of local rorulation for Jobs in their

‘indﬁstry on arrroved schemes should be entitled
to the same income tax cdncessiongiavailable for
R&D exrenditure.

Industries in develored areas should also be
pgrsuaded to rrovide inrlant training facilities

to candidates from backward areas.

5.8 Selectivity for Subsidies:

There is an urgent need for selectivity of
u---—34)
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industrics while rroviding 1ncen+ivas especially
copital subsidy, It is essential that such
incentives shovld be empioyment-oriented or at
lesast have some relafion to emﬁloyment rotential.,
While the r‘omrnvtce agrees +het it maJ not be
Frac icable to dlrectly reiafe tne subsidy to t?e
number of Job rlaces created, the emphasis on
employment petential can b2 indirectly achievad‘
by the subsicdy rolicy fevouring incu tries wnich
are known to‘be employmentm inoentlveo Yhile séﬁe-
ready exémples are loecal natural resources~ based
industries, anciliaries and industrieﬁ%eﬁ vp under
self- emrloyment scheme by eduraued unampioyed,
the 1ist will have to be carefully worked out by a
ranel of exrerils. | |

- Becdenarcation of 18% carital subaidy aresz

The States'should ba given‘fhe crption to
re-demarcate the existing caplt a] subsldy districte
1f tucy so desire, for re-orienting existing
district areas to fit into the concert of growth
centres. However, the sizs of +he arsas selescied
by the Sfates shoula-atleast be a tahsi i1 or a
block and such areas shovld also be rart of the
existing backwerd districts, Such a re~-demarcation
of the area of the cepital subsidy district should:
be allowed by the Government of Tndia subject to

such terms and eorndivlons as may be prescribed.

5.10 Cartralunbswﬂz_fcv Small °ﬂa1e Unitas

T111 now the llon's share of the central
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‘subaidy gschame hes geane tn lerge and medium units,
The Committee would, therefore, like to rec~rmmend

that there should be a Special scheme of capltal
sﬁbsidy, limited only t» small scale unlts in all
‘backward districts which do not get caritel
subsidy today. Such subsidy should be given tn saall
scale units.at the rate of 15 rer cent of their
exienditure on machinery and equirment restricted
to a maximum of Rs. 30,000/-. This additional
facility‘in backward districts other than these
which get the normal 15 rer cent carltal subsidy
uh@er the existing scheme would give a bost to
develorment of small scale industries in backward

areas.

Dell Growth Centres in all Backward Districts.
' In each Backward district which is today

eligible for concessional finénce but is net a
capital subsidy District, the Government of India
should senction at least cne Growth Centre of the
size of a Tehsil/Blocke In such Growth Cantres,
which should, of course, have an urban c¢ore, the
15 per cent caritsl subsidy scheme as 1t exists
today should be made appliceble. |

5.12 - Iocation of Public Sector Projects;

The Coumlttse wholeheartedly recormends that

new Fublic sector undertakings, as far as rnssi%le,
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glould be located in growth centres in backward
areas. These pchec+s nany a time catzlyse further
develonment in backward areas. While choozing the
exact locatlon, of -course, techno-economic
considérations should rrevail,

5.13, R, I,P. Districts,

In the remaining period of the Fifth Five
Year Plan taerSLate.Governmgpta may b2 allcwed ©
ﬁse the staff specifically given by the Central
Government to the exlsting rural industrialisation:
?rojects districts for work in all the bacizwazrl
J;sfricts of the State.. In future only backward <13t
diau-icts'may be taken up under t the rural Industries
rrogramme since such diStricts have 2 greafer
clalme The parlcd of the RJILP, project should

also be ca~t5¢_jﬁus with a Flve Tear Plan Pexiod.

5,14 Electricity on Prinritys
Electrie rover shotld be utllised 23 an-
effective toal for takinF'industry to backward areas.
-Electric co1neotiona should be -given on a priority
basis In these aress. In times of power shortages,
vhen Power-cuts are arrlied, at least small scale
industries in Backward areas should be exempted.
For develorment of.backward areas it is
very essentlal thalt electriclity should reach such
aress on priority. In order to encourage its easy
availabili%y-in‘backward &reas, Financing

Institut tons, including thq Bural Electrification

Soama Bi?)
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Corroretilon, should consider further rezucing
the interest rate on investment in such Fro jects
and revising their viability nofms by srreading
rthe investment over a period of 30 years in
backwsrd areas. Rationalisation of tariff in
backward areas 1s also called for and it should
not be more than the fariff in develored aress.
5.15 Bank e¢redit in fuli
Nationalised banks have now‘established

their branches in rural and seml-urban areas. The
Commit teg consideréd it deéirable to suggest that
nationalised banks should not divert derosits

from backward areas to develoLed areas but

shbuld piough back these funds for the development
of industrlies in backward aress. In the backward
districts/areas all the credit needs of small |
scale industries should be fully met by the
Nationalised Banks.

5,16 Preferential treatment of
allocation of raw material.

 In the allotment of scarce raw material/
controlled commodities, the needs of small scale
units located in backward district should be
given priority.

5.17 Srecial Exemptions from Legzl constroints,
Legal constraints like MRTIP, dominant

house etc., may not be invoked in the case of
growth centres in backward areas. Develorment of

small scale industry esrecizlly 1n the aneclllary
oe 00.38)
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sentor iz greatly Tacilitated if there is cluster

of both 1arg° and_mediuvm-scale Projacts es the

nueleus. Apzvoarhfto'licensing even big busine
houﬂeg'for setting ur rrojects in these sreas
should be more liberal. It should be stipulated

a3 @ condition of the licencs that a specified

'nvmbe" of an01llary industricz will have tghe
i

developed by such ualts, To erswe that coracities
are hoﬁ Pre-empted; a time-bound programme with
sufficient Penalty clavses/guarantees should

also be stirulated, -

- Coordinated actlon at_the local Jevels

Iﬁ the Indvetrialisation of backward zreaes

 a,majormm9akneS::hiﬁherto has been that energy and
. - o

resources of alfferent OTEANLs: tion“ end

institutional agoencics have been dissipaﬁed o7
thelr working 1in isclat icn from GQCE c-uer.

Considering the dimenzion Qf‘pae'taskffthe

-

Committea Teels that_un1@sgj 11 the agencies ang

o

irstitutions 1m.4ne field or dHVeTOTE nh of
Industrﬂus work in a coaesive mannexr and PCOl

their resources, .quick revulto can hardly be

i

achieved. The Committee, therefora, P9C0mmehao

that in eash State en Executive Cummlttee should

be constituted consisting of va;iou;lheads of

" State level organisatidns, ineluding tanking

Instituiicns. This Executive Cormittee shomld

inter-alia
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(2) identify industries, small; medium and
large ones, which hold rrosrects for
each backward area. |

(b) Procure rroject outlines and feasibility
rerorts for industries identified.

(e¢) Cordinate industrial develorment
prpgrammes and remove all possible
cons traints like rower, finance,
Infrastructure etc.

(d) Review progress of each seleéted backward
area and taske follow up measures
accordingly.

It would also be desirable 1if Distrét/ares
wise Committees are also constituted on the
tlnes indicated above. The District level
Committees would receive guldance, expertise and
dlrection 1n resrect of industries to be
develored in each area and in turn refer their
rroblems to the State level committee.

In most of the Stafes the Industries
Department has staff at the district level.
Ihsteag of creating sererate organisations at
the Distrlet level it may be necessary to utilise
the existing rersonnel. The District industries
staff should function as the focal roint for all
rromotional organisations. As such it would be
necessary to strengthen adequafely thé’industries

department at the district level especially in

Sesgeas 40)
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the baclyard aness,
If new entreprensurship has to bte rromoted
- LI
. ) R - - T 3 ‘l R
in required numbers, more 30 in backward arex

the public crganisatiorns sho 51.d go to the

Trospe ctive entreprencurs instead of the other

wzy round. This can be achieved by the dlstrict
level personnel who, along with technicsl expawrts
and banlt officials, shouid jointly visit growth
centres 1n each backward area, aprrove and give
joint clearances to small p“Oﬁe”cs on the spot,.
New local entreﬁ ‘eneurchip can be encowraged only

-/
if such quick on the spet clearances are given
23

and follow-up action, such fon of loars

S‘J

c sa
€tCoy 15 -comnleted -expedit Zoualy, say, within
three ronths

“Head for Trainings

Need for training in entreprereurshir
cannot be over-emphasized. The Commitiee finds
thaf thgnmain cause cf the failure of a number of
small entroprencurs..rélates to financlal disorders
and_iﬁproper cash floW"managgmenta Another
aréa which deserves con"’“ ﬁle~at+eﬂt;on is of
mgrketing and marxeting management., The C Conmittee,

*herefore, recommends that suitakie curr i euiunm

.should ba drawm for training of entrervrsncurs

setting up Small industries in the backward

Al al‘eaS

Wh le organising urain*ng conrses 1t would be

-~ o
nec¢asar3 ta. essocliatcs . ~he;b&nking institutions
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and other financial agencies orerating in the
concerned areés.

The Committeé‘also recommends that the
Fersonnel derloyed for rromotion and develorment
of small scale industries in the backward areas,
upto the level of say, Joint Directors, should

be trained adequately in various aspects of

. industrizl rromotion, motivation of entrerreneurs,

Froject appraisal, banking rrocedures, etc.
through short-term training courses in institutions
which are prorerly equirred to impart the tyre of
training envisageds

Concessional finance from finaneing institutlons.

Though the national finanecing institutions,
such as IDBI, IFCI and ICICI, have announced a
Iong time back a large number of concessions in
their financing schemes for industries coming vur
in béckward.areas, the deslirable progress has not
yet been achleved. These institutions should
streamline their orerations so that these
concessions, whichhave been accerted in rrincirle,
afe available in practice too,

There is also an information gap which has
rrevented industrialists, esreclally small scale
industrialists, from back@ard areas from getting
the full benefit of these schemes. The Committee
would, therefore, recommend that these financing

~—- 42)
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_attractive vooklets giving
£ull datails of these schemes and widely circulate
they to voluntary associabions especially those
catering to the nezds of small scale indusiry,

It may also be wogthwhiie for tie IDBL to
arrange suitable.t?ainiﬁg'ﬁrogramﬁé for officers
of the rank of Joint Dirsctors of Industries from
all the States to brief them Tully on the
modallties of getting cogcessional_finance fox
smallmséale units comiﬁg ﬁp in backward areas.

Relavation in Debi-Eguliy Ratlo

T attract industries in backusrd “=reas, the

Committee recommends that the flnanclr

(nq

irstitutions,” especialiy INDI, ICICT and IFCI,

should further lowver their requiremenis for the
dobt-equity ratio, This w0u1d 2ive a greater

1everage to entrepreneurs who iavest in backuar d

ar C'c".s-

Felaxatlon of ths rolicy of
sonvertipe leans in

i
U
0
&
a3

1
[

Government Shdﬁid'alsbicohsiéé%«giving
relaxation in the existing Policy éf the—Finencisl
institutions of converting their losns into
equlty for lerge and medium ipéustri;safin
aprrorriate cases, for unlts beipﬂ/s up in the
backward areas.

ADEX Befinonea:

o

":bday refinancxng_by-th?~11§; is 1imiteq

, 43)
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only to 1ogns made by State Financial Corrorations.
The Cqmmittee recommends that this ré-financing
facility of the IDBI should be extended to loans
given by State Level Corporaﬁions in Baokward
areas . C

5.24 Mar k eting hssistance i in _Covernment Purchase
Pro gramme

The State Governments should reserve a

certain portion of 'all rurchases made, say, 15
rer cent; for rurchases from units set ur by
technicai entrerreneurs and ex-servicemen in
backward areas. Such orders should be rlaced on
these units with the rrice fixed at the lowest
accertable tendered rate, rrovided such units have
quoted in the tender.

15.25 Easier Procedures:

The Stat: Finance Corrorations, when they
give loans to small scale units in backward
districts, should accert equitable mortgage with
deposit of title deeds instead of legal mortgage so
as to make the rrocedure simpler and chearer.

5.26 Concessional rate_for working capital fing nceiz

Under the IDBI Refinance Scheme, Small Scale
units get a concessional rate of interest for_
term-loans. For working carital they are at a
constant disadvantage as compared to units in
develored areas. Small Scale units in backwerd
aieas should also get working carital at concessionzal

oo-oo44)
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rates from rationzlized banks as compared to
3m21l scale unriits in develoPed areas.

- =]
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Taz Conee
The followlng concessions fay be cornsidered
by thé Covernment of Tndia for swall sczle units
coming Up in backward areas:-
i) Accelaﬂated depreciation for vurroses of
taxation. This rate should be doubTe of +that

allowed for other industriesoihis w11l amcun® only

-

23

to a temporary dsferment of tazaticn, but w1l

will meke unlts more viable for termhfihancingq
A higher rate of depreciation can alsc be justified
by the fack.that wear and Hear of machinery in
backward aress is higher ;né’to iact cf techinical
sistance and other servi cese

1) For scme selected irdrﬁtries'Gove?nmeﬁ%
are already giving 20 ﬁer cent inilial derreeciztiorn,
For tbe rurkcses of getting this benefit all small
scale industries in backwsrd disiricls should be
considered as_seleCu'lndUatrlescTﬁére isfa‘?fecedent
for this. All small scale units coming up in
backward areas are today cors ldered a3 select
industries for import 1jcencos for ram'maue“Laisa
' ii1) For small units coming up in backward
areas revival of develqpmcn§ rebate shonld be
oonsidered. This is justifiéble since_weplaeéman£

cost of machinery Is much %4hhav ﬂan che original
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one. This will give a great £illip to the
develorment of small scale industries in tackward
areas., Develorment rebate can be used as an
effective tool to develor small scale industries
in backward areas. This would also decrease thelr
derendence for term loan financing on State

Finenes Coryorations esreclally for exrpansions.

5.28 Exemption from Wealth Tax

When individusl entrerreneurs set upr medium
industries in backward areas, many-a- time they do
not get any returns in the gestation period, but
during thls time some of them are liable to ray
wealth tax on the amount invested in the Frroject.
This Committee would recormend thet at least medium
sector rrojects éhould get some concession in
wealth tax, for those who venture out to backward
areas, in the gestation period of 3-5 years, or
till diﬁidends are declared, whichever 1s earlier,
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56293 Ezereticn from Iobour lLawgs

The Comnittec would like to- suggest that ot
a1l growth centres selected 4n backward ar<as should
gct some cnﬁCGssioﬁs unécr labour laws and factory
legislation at least for an initial prricd of -s2y-
about five ycars. For examplc, the excmbtion limlits
for number of workers could be slightly high-r than in
developed arcas, New industrics, spreialiy st wp by
technical entreprcncurs would grt relicf by such a measure,
thus assisting their natural development. The new
entreprencurs,instcad of spending time =n promotiocnal
mcasures.his otherwisce to spend most »f his time in
filling up forms under the fr-atory and labour legislations
The Gtate Government's Labour Departments could undertake
the additional respensibility of ensuring that Ilabour
cmploycd in such units is not exploited.
5,20 TLakzur Honging:

It 1s cxtremely esscutial to pr wide adcquate
labour houging for growth centrcs. This e2n itself
provide an Incentive fqr largce and @cdium induvstrics
to locate theméflves at growth cenfres° In this conncction,
the Housing and Urban Developmrnt Corporat ion sct up by
the Goverﬁmcnt of India should give priority for alloecation

of funds for provision c¢f libour housing at growth centres,

~==qd'/
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Conclusions:

4¢ have 1lre2dy spclt out the strategy fur/;adUSfrill
developm nt of b-ckward 2rcas nd ziven det-ilcd reccoamrn-
dations for the implementaticon f this strategy. Howev-r,
we w:uld like to stress tizat n~thing succeeds likc success,
and suec<ssful recults en be ~btained only if there is
2 commitm~at at 211 1-vels- politic~l, adéministrative and
soci2l- for the develiopment of buckward ~reas,c uplcd with
1ll-~ut econeenitrated efforts 2t 1 managezble number of
carcfully selfctrd ccalres within 2 given time framc.

It is cxtremely deésiraiblq {o ensurc that the
progrimme for development of b:chkward areas is acerptcd
- by the Govecramcnt 1t the haghest levels s 2 part £ the
core scetor of the Plan, so th:t it . r<crives 1 apyro-
priately high prisrity in the Fian alloeitions. Uiless tals
isléén'3rrsscntial financial and othr; inputs s~ ncec.sary
fof Th- spéedy implcmentati.n of 2 time-b:und Jrozramme
may »n-t be av:ilablic in 3 e-ntinuous manrer in the rizht
quintitirs 2t the pight timc, while it is, n» d:ubt,
Cifficult ¢t~ inifiate a programme for the deveioprurnt of
‘backw2rd‘$zels, it w:nld be still more gifficult to gct
concrete r-sults if such 2 jr'gfmnme, .nee initiated, is
implcmented in 2 halting man-cr due to 1ack of insufficirnt
budget provisions. I- w uld iaCerd be s:*.if such a rregr:mmc
is starved of dequite funds cace it has gone »ff thc ground,

The Comﬁittec would also like to sound 2 avte of
ciution, It is too facilc to prrsume that anyone czn

--=48
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i1ermmizte an industrial devr-iopment plia which would be
equzlly applicable to all backward ar~as, 4 realistic
'.dévclopmﬁnt plan for 2 bhreckward region will breomc
méaning?al, and gainful oniy if the pccﬁliaritics“wf that
rcgicn are given their due weightage and productive policies_
are combined with 2 viable time-bound programme to reoach
desiraﬁlé targets, Such 2 plan sh~uld iim at mobilising
21l the resources in the rogi-n and the sectoral progrimme
for industrial dthlOphentlwhich is p}cpured sh uld fit in
1s an inteéral‘pgrt of thé total regioaalAdevclopmentmplin;‘
It shculd not pe forgotten that a maﬁor.iqstrument of suzh
devclopment programm§ shou1d be the devcliopment ?f the
peoplec themselves in the backward 3reaé; A suitzblc programméﬁ
for technical Qr}ininé for manaing jobs in industr& hecomes
important 1n this context. Truly,'thé ke& to_the suslution
of developmﬁﬁt of»bzckwardlarcas lies in the develonment of
local r-sources, both material’and humm, 3vailable in such.

backward areas.



