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REPORT OF THE INDUSTRIAUSTS COMM1TIEE ON THE 
INTENSIVE INDUSTRIAI.JSATION QF 1-IARYANA 

With a view to suggesting ways and means of speedy and intensive 
industrialisation of the State, the Haryana Government constituted an 
Industrialists' Committee, on the 29th May, 1969, as indicated below- :-

1. Dr. Bharat Ram Chairman 

2. Shri Raunaq Singh Member 

3. Shri D.D. Puri . . Member 

4. Shri B.K. Kejriwal Member 

5. Shri Chaman Sahni Member 

6. Shri M.L. Manchanda Member 

7. Shri Bishamber Dass Kapur .. Member 

8. Shri Devi Sahai Jindal Member 

9. Shri Ghanshyam Dass Goel Member 

10. Shri B.P. Dhanda Member 

Shri L.C. Gupta, Director of Industries acted as the Member-Secre
tary of the· Committee. 

2. The terms of reference rf the Committee are as follows :-

(i) to recommend to Government with regard to the policy to be 
adopted for accelerating the pace of industrial development 
iri the State ; 

(ii) to make specific and concrete recommendations to Govern
ment for the incentives and facilities to be given to entre
preneurs for setting up new industries in the State ; 

(iii) to make definite recommendations to Government for removal 
of the procedural difficulties in the establishment of various 
projects in the State and for the implementation of Govern
ment policies- ; and 

(iv) to consider new proposals urgently after examining all aspects 
ofthe case. 

3. The Members felt that the constitution of the industrialists Com
mittee itself was an indication of the keen desire of Government to take 
definite and concrete steps towards the rapid industrialisation of the 



State for which the State Gc. vernment deserved their "arn:cst congrat ula
tions. The Committee felt that while Hs.ryana had hitl:uto rcn:~.ir.cd 

backward, it had massive potential, and given the will and the organisation 
to harness this potential, the State could, within a very short time, be one 
·ofthe premier States in the country in the ipdustrial field. The Committee 
has ·no doubt that the will to· undertake this exciting and momentous 
task would be forthcoming in abundance, and the foundations of a far
flung programme of accelerated industrial development would be firmly 
laid during the next few years. 

4. The Committee took note of the fact that in spite of some sig<ti
ficant growth in Haryana in the recent past, the State continues to be 
industrially backward. This would be obvious from the fact that the 
industrial sector of the State's economy contributed only 15. 8% to its 
total income, against 23.6% for the country as a whole. This is mainly 
because of the total number of registered factories that existed in un
divided Punjab, a large number happened to be situated in those districts 
which have gone to the non-Haryana region. The following table drawn 
up on the basis of the figures furnished in the final report of Haryana 
Development Committee, shows the comparative position between the 
Haryana a.nd the non-Haryana regions, in regard to the distribution of 

industries in the factory sector :-

{a) Total number of registered factories 

{b) Number of registered factories per lakh of 
population 

Haryana Non-
Haryana 

1,124 3,921 

14.9 36.5 

The erstwhile Punjab was known for the rapid growth of its small
. scale sector, but the development was largely confined to areas now situa
ted in the new Punjab as would be evident from the fact that out of a total 
17,720 small-scale units in the undivided State only 4,133 units have fallen 
to the share of Haryana. 

5. The Committee, accordingly, felt that the pace of investment must 
be stepped up rapidly but since there were limited possibilities from within 
the State, Haryana should seek the same type of assistance from the 
Central Government, which India as a country, is in turn asking from the 
other countries. In this conte'<t, the Committee strongly felt that the loca
tion of Central Sector Projects had a special importance. The existing 
position in this direction is very unsatisfactory indeed, as out of the total 
investment of about Rs 2,644 crores in this sector, only about 7 crores 
have been jnvested in Haryana (H.M.T. factory in Pi~jore), wh.ich comes 
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·to bnly 1 j3rd of 1 per cent of the total investment. Of all the States in tho 
co~ntry, Haryana has the .lowest investment in Central Public Sector Pro
jects, as_ would be clear from the following sia1err.ent :-

I. 

2. 

3. 

4. 

5.-

6. 

7. 

8. 

.9. 

10. 

11. 

12. 

13. 

14. 

15. 

Name of the State 

Madhya Pradesh 

Bihar 

West _Bengal 

Orissa 

Madrl!,s 

Uttar Pradesh 

Mahiu'ashti-a 

Gujrat 

Andhra Pradesh 

Kerala 

Mysore 

Assam 

Punjab 

Rajashtha:n 

Haryana 

Amount of invest
ment in Central · 
Public Sector Pro
jects (Rs Crores) 

518.2 

470.7 

403:1 

391.5 

236.00 

125.6 

92.7 

77.8 

'16.9 

69.1 

70.8 

53.7 

32.5 

17.1 

7.1 

The Committee was strongly of tho view that this imbalance must 
be rectified and the Government of India should be persuaded by the 
State Government for the allocation of a number of Central Sector Pro
jects during the Fourth Five-Year Plan period. 

6. The Committee felt that the future of the State in the industrial 
field was quite bright as it had numerous advantages, the major one being 
its close proximity to metropolitan Delhi, which enabled it to provide 
lillY number of ideal locations for all types and varieties of industries. All 
eft( main towns around Delhi, i.e., Faridabad, Bahadurgarh, -Gurgaon 
e.nd Sonepat arc- connected by main high-ways and can be reached in lcs.s 
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th~.n an hour's drive from L'elhi. 1 he ~1P.1e is etJso wry fortunate in 
having et. healthy P.1mosphere of ir.dustriet.l peP.ce P.nd amicable labour
management relations. The Committee felt that this particular aspect 
put the State ofHaryana in a special ventage position in the entire all-India 
context. The State is also very favourably located from the point of 
catering to the entire northern India consumer market. 

7. The Committee noted with satisfaction that these locational 
. advantages had been, to an extent, harnessed and sizeable development 
had already taken place in areas around Delhi, particularly in Faridabad. 
The Committee felt that the fruits of industrial development could be fully 
reaped by the people ~f Haryana, only if there was a dispersal of industry 
thr~ughout the State and a steady but concerted effort was also made to 
take the··indsutry to the interior of the State. As a matter of fact, by far 
the major portion of the State lies within a 100 miles radius from Delhi 
and location of industry even in the interior of the State does ·not, in any 
sense, lose the essentiai advantages which Haryana provides in abundance 
for industry. 

8. With this obje9tive of dispersal of industry, th~ Committee felt 
that the State should be divided in two categories, i.e., the 'developed' 
and the 'developing' areas and a differential should be provided regarding 
the scale of incentives to be giv.en to various areas so as to secure a more 
even dispersal of industry. The Committee felt that while only Faridabad 
might be inch1ded in the 'developed' category for the present, the cater
gorisation itself had some significance, and as the State progresse!l, more 
areas could be inciuded in the 'developed' category. 

9. Considering the scope of work, the Committee took the view that 
its task could be divided in the following two categories :-

(i) the pattern of development envisaged ; 

(ii) the incentives and facilities required for rapid growth. 

Taking the pattern of industrial growth first the Committee felt that 
the preliminary report of the National Council of Applied Economic Rese
arch, New Delhi, indicated a, model, which could be adopted by the State 
Government with advantage. Being poor in mineral resources, the State 
could undertake only a limited development regarding mineral based in
dustires. While the State has made some progress in the Agro-Industrial 
field, its main-stay would necessarily have to be Engineering Industries, 
and the State must draw out a definite policy for the development o( this 
Sector.: . An effort should also be made to develop Chemical Industries' 

· but this could be done effectively only if an Oil Refinery was located iti the 
North-Western Region. The Committee sttun31y felt that the location 
of such a Refinery was an absolute necessity and strongly recommend~ that 



·s 
the Goyernment of lnd.ia should be asked to take c.oncrete steps towards 
the establishment of such a refinery in this region. 

10. The other question of incentives and facilities to industrialists 
has been considered by the Committee at some length but while making 
specific recommendations, th~ Committee has been keenly aware of the 
limitation of financial resources whicli could be mobilised by the State 
Government during the coming years, The Committee, howevet:, felt 
that in spite of these limitations, the Haryana Government must give defi· 
nite concessions for industry, as eventually a ste: dily growi1:1g pool of res
ources itself could be created only if industrialisation of the State took 
place at a very rapid rate. This was all the more necessary as industry 
in the State was placed at a comparatively disad.vantageous position 
because of distance from ports, coal mines and production centres of such 
essential raw material as iron and steel. With restricted internal consump
tion, its·production is subjected to the levy of inter-State Sales Tax,. whiph 
proves to ·be an additional burden. The Committee has also to keep·in 
mind that a nuniber of incentives were· being offered by some of the other 
adjoining States and that Haryana must provide su~ceint incentives so as 
to secure .a larger proportion of the industrial activity generated in the. 
region. For purposes of comparison, the Committee obtained informatian 
in ·respect of incentives being offered by the various other States in the 
country and a summary thereof is given in Annexure 'A'. 

11. The Committee also considered the question whether• the incen..
tives should be provided only for the new units or even in the case ofexis:. 
ting units, where substantial expansion was involved. The Committee· 
felt that these concessions should be available in the case of substantial 
expansion also and substantial expansion need not necessarily mean· 
industrial units taking to the production of new items. Instead thereof, 
the criteria to be used might be as follows :-

(a) Units in the large scale sector which get a licence for substantial 
expansion ftom the .Government of India. 

(b) In the case of unregulated units in.the large and medium sector 
. as well as units in the small-scale sector, substantial expansion 

may imply as additional investment of at least 25:% of the 
axisting· plant and machinery within a period of 12 months. 
In case of small-scale industries, the conC:ession should be 
given only to such units where tlie exi~ting investment on 
plant and machinery is Rs 2 Iak~ and above; (This is l:ieing · 
suggested only from the point of view of adinihlstrative 
convenience). 
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12. Before coming to specific issues, the Committee would like to 
make one general recommendation and this is with regard to the desir
ability of constituting a Standiflg Advisory Committee, consisting ofi:r:dus
trialists and representatives of other interests. 1he Committee to be 
effective should be headed QY the Chief Minister and should be entrusted 
with the task of advising Govwm:ent on all mr.tfers rc:lating 1o the develop
ment of indusfl•y in the State. The constitution of this Committee would 
go a long way towards creating a two-way channel of communication 
between the Government and the industrialists and would provide a repre
sentative forum where all matters relating to the growth of industry could 
be discussed from time to time. 

SPECIFIC RECOMMENDATIONS 

13. The availability of cheap land to prospective entrepreneurs, at 
appropriate places is a matter of crucial importance for the industrialisation 
of the State. T~is is particularly so in Haryana, as a a large proportion 
of the investment has necessarily to come from outside the State. There 
is a natural reluctance and hesitation on the part of the entrepreneurs 
to go to another State for the fi,rst time and it is only after they are assured 
a piece of land according to their own requirements and wishes, that they 
come to have a stake for setting up industry in a new area. It also needs 
to be emphasised that land has to be brought by the entrepreneur at a stage, 
at which, he has yet to find partners or has yet to take assistance from the 
various financial institutions. The degree of success of Haryana in the 
sphere of industri<~.lisatiort, would, therefore, to a large extent, depend 
upon its ability to develop land cheap enough and fast enough to attract 
a large number of enterpreneurs from all over the country. 

14. Land is being developed in Haryana·through a number of agen
cies. While Town and Country Planning Department develops industrial 
plots in 'Controlled' areas as a part of its industrial-cum-housing estates, 
land is also being developed by the Industries Department and a decision 
also exists to get land at certain focal points developed through the agency 
ofindustrial Development Corporation as well. Tri State like Maharashtra 
and Gujrat, Government have set up independent Development Corpora
tions under specific State Acts to handle the development of land for 
industrial purposes. Haryana is a small State a.D.d has a well organised 
Town and Country Planning Department. While the Town and 
Country Planning De,Jartment has the requisite organisation for 
undertaking land development on an extended scale, it has no intimate 
contact with problems of industrial development. The result is that indus· 
trialists in the existing areas controlled by the Town a.nd Country Planning 
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Department are facing numerous difficulties. The Committee has gon~· 
into this question and recommends as follc,ws : 

(a) The Committee referred to in Para 13 should aid and advise 
Government regarding various policy matt(IS Ielating to 
industrial areas ; 

(b) While land may continue to be developed by the Town and 
Country Planning Department, work connected with the 
sale of plots. should be handed over to the Industries Depart
ment. Alternatively, an arrangement may be devised for 
close liaison between the Industries and Town and Country 
Planning Department and a Joint Committee, to be presi
ded over by the Secretary Industries, may be constituted for 
this purpose. The Committee also feels that all matters 
relating to the release of land, regulation of change in land 
use, sanctioning of building plans etc., the Director of Indus
tries should be associated with the Director Town and Coun
try Planning Department on a regular basis. 

(c) While allowing the change of land use from Agriculture to 
Industry at various sites outside the deparlmenially f>pon
sored industrial areas, but within the 'Controlled' area at 
Faridabad, the department is binding the prospective entre
preneurs to the payment of developmental charges. This 
is being done so as to ensure that funds for the de,:elopmcnt 
of the entire area, when such a comprehensive development 
is undertaken, would be readily forthcoming. To further 
bind the prospective entrepreneurs, the department is insi!'t
ing on getting a bank Guarantee to the exte-nt of 25 per cent 
of the development~] charges worked out by them. The 
Committee feels that the release of land and sanctioning of 
buildihg plans should not be held up on this account, and 
no Bank Guarantee should be asked from the industrial 
plot holders at Faridabad. The Committee further recom
me~ds .that when an h~dustry c<;>mes up in a particular area, 
wh1ch 1s subsequently mcluded m any comprehensive scheme 
of development, development charges should be levied only 
in proportion to the additional facilities being provided to 
the unit, after taking into consideration the development 
already done by it. 

15. The price of land would naturally depend on the acquisition 
cost and the scale of development envisaged for any area. The Commi
ttee, however, feels that the price of land in thr adjoining areas of U.P. 
should be particularly kept in view. To take a concrete case, land at 
Ghaziabad is being given on the basis of 99 years lease, and the price of 
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landJs between Rs 4 to 5 per square yard. The Committee feels tl1at 
the price of 1and in the State should, if anything, be pegged lower than that 
in acljacent areas of the other adjoining states. As an incentive to indus
trialists, land may be given initially on lease-hold basis, but it should be 
possible for them to convert it into free-hold within a stipulated time. 
The free hold plots, wherever these are developed, should be made available 
in 10 instalments while the premium to be charged initially in the case of · 
lease-hold plots should be recovered in 5 instalments. The price to be 
charged before handing over the possession in the case of free-hold plots 
should not be more than 10 per cent but in the case of lease-hold plots it 
may be 20 per cent. 

16. The Committee wants ·to emphasis that considerable time is 
taken before such areas are fully deVeloped and as such investment by Gov
ernment or the Area Development agencies is also made over a period of 
time. The Committee, accordingly, recommends that no interest should 
be charged at all for instalments paid in time in the 'developing' areas and 
in the case of developed areas (Faridabad only for the present), a nomina\ 
interest might be charged after an initial period of three years. The Com
mittee further feels that a more intensive utilisation of land than at present, 
should be attempted so as to p1rtially cover the high prices of land existing 

as at present. It, accordingly, recommends that the covered area admi

s:;ible for industrial use should be increased from 50 per cent for the first 

a Jre and" 40 p~r cent thereafter to 60 per cent in all cases. 

17. The Committee considered the question of development of land 
at various locations and felt that Sonepat should be comprehensively 
developed into a sizeable industrial focal poilit and should be sufficiently 
attractive to serve as an alternative to Faridabad. The Committee, accor_. 
dingly, recommends that 1,000 acres may be developed at Sonepat, along 
the G.T. Road but it should be ensured that the railway siding facilities 

would also be readily available. While planning the industrial area at this 

place, provision should be made for stockyards and depots for basic raw 
material hke steel, pig iron, coal, coke and other petroleum produc.ts. 

Some space sttould be duly prov1ded for establishing a terminal for goods 
carried by road transport. Other facilities like banks, telephone exc
hange, post office, should also be provided, 

POWER 

18. The power tariff and the electricity duty charged have a vital 
impact on the financial returns of an industrial enterprise. Before an 
enterpreneur puts up a Project, he would generally like to be assured that 

there are no periodic upward revisions of his .power bill, which may 
have the effect of upsetting. his earlier calculations. In view of this the 
Committee- would like to emphasise that a firm ·and definite assitr.ance 



should be given on. behalf of the State Government and the l-Iaryana 
Electricity Board that there will be no upward revision of power rates 
for industrial use during the next seven years. This single step could 
be one of the decisive factors, which the industrialists could take into 
account while deciding upon the .location of their projects. 

19. A major problem of industries in Haryana is the frequent 
interruptions in the supply of power to industrial units. Units opera
ting on the basis of .'continuous' process are pacrticularly affected. The 
situation has improved considerably in the recent past, but the Haryana 
State Electricity Board needs to take more vigorous action in this direc-

tion. 

20. As regards concessions, Punjab, U.P., Andhra Pradesh and 
Orissa have reduced the tariff on new industries. Subsidy of 25 per 
cent in tariff and complete exemption frcm electricity duty for a period 
of five years is being given in Punjab at the focal points. For ir.disutrial 
units in other areas, electricity duty has been· reduced from 20 per cent 
to 15 per cent for a period 'or 5 years .. Andhra Pradesh gives a subsidy 
of 10 per cent in case of medium and large scale ind).lstries and 12! per 
cellt in case small scale· inqustries. Orissa Government gives subsidy 
to the extent of 12 per cent of the power bill, where capital investmenron 
the project is upto Rs 25 lakhs. In Haryana, there has in fact been an 
increase of 20 per cent in power tariff r(cmtly, v.hich places the State in 
comparatively disadventageous position vis-a-vis the adjoining Punjab 

State. 

21. Considering the concessions given by the various other States, 
and also the fact that the bulk of power .in Haryana is hydro-power 
with comparatively lower operating costs, the Cc·rnmittc:e recornlllends 

that:-
(a) Complete exemption may be given from electricity duty for 

a period of four years in developed areas, seven years in 
developing areas and ten years in specially backward areas 
like district Mohindergarh. This should apply to all new 
units and units involving substantial expansion. 

(b) The surcharge on power tariff to the tune of 20 per cent 
imposed receptly be reduced by half i.e. it should be bro·ught 
to 10 per cent, this concession being applicable to all new 
units and units involving substantial expansion. This reduc· 
tion may also be given for a period of four years in developc:d 
areas, seven years in developing areas and ten years in 
specially hackward ·areas like district Mohindergarh. 

(c) In order to encourage self-generation of power, interest free 
loans should be given upto 80 per cent of the value of the 
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generating sets against the security of the set itself, recover
able in 20 years, in annual instalments, the first instalrr.ent 
being payable after one year fro:in the date of disbursement, 
The balance 20 per cent should be treated as subsidy. 

(a) ·Sp!!cial tariff should be fixed for electro-chemical industri( s, 
where power forms the principal raw-material. 

SALES TAX 

22. The incidence of sale tax charges has a direct bearing on the 
volume of trade in any particular area, and even a seemingly small 

a diff~rence in the incidence in any two adjoining areas can have a per
ceptable effect on the volume of trade transactions. Ideally, the sales 
tax rates should more or less be uniform in an entire region, and some 
attempts have been made in this direction by the Northern Zonal Council 
though not too successfully. This is particularly rendered difficult 
b~cause, while some States including Haryana operate on the single-point 
system, U.P. and some of the other States have adjopted the multi-point 
sales tax system. 

23. While an attempt should be ma9e progressively to wcrk to
wards uniformity ofrates in an entire 'Zone' it is absolutely fl(Cessary to 
remove some of the glaring anomalies ~xisting at the present moment. 
According to the present regulations, the Central Sales Tax charged on any 
transaction is 3 per cent, but in case the State Sales Tax is less tha~ 3 
percent, the same rate is applicable for purposes of Central Sales Tax 
also. Thus if the rate of State Scales Tax on any particular commodity 
is i per cent, the rate of central sales tax charged is also i per cent only. 
This is precisely the position in ~espect of sales tax on non-ferrous items 
like sheets and circles which are used in a large quantity by the Jagadhri 
industry. 

24. Keeping these facts in view and the rates prevailing in the ad
joining states of U.P., Rajasthan and Delhi it is recommended that :-

(a) The State Sales Tax on non-ferrous item like sh(ets at:d circles 
should be reduced from 6 per cent to l per cent. 

(b) The State Sales Tax on woolien yarns should be reduced 
from 2 per cent to 1 per cent. · 

(c) The sales tax on oil seeds, and sarson oil should be brought 
at par with that prevailing in Delhi and other States. 

(d) The sales affected to tlie educational institutions in respect 
of scientific instruments should be exempted from sales tax as 
is being done at Delhi. 
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25. Considering the concessions given by the various States and 
other relevant factors, the Committee further recommends that . the 
pattern adopted by the Maharastra Govt. whereby the amount· of sales 
tax payabl.::· by an industrial units for any particular period is treated as a 
long term interest free loan recoverable after a period of 18 years should 
be adopted by the Haryana Government. -This should cover both the 
Central Sales Tax and State Sales Tax. This concession sh6uld also be 
given for three years in 'developed" areas and Eeven years in developing 
areas; and should be applicable to new units as well as units involving 
substantial expansion. 

INDUSTRIAL HOUSING 

26. Industrial housing is one of the spheres, which has not received 
the requisite attention in the recent past. This may be prtly due to 

. the facr that a proper arrangement fo1; coordination between Industries, 
Labour and Housing Department& has not been worked out. The position 
is particularly acute in comparatively developed area , like Faridabad, 
where more than twenty thousands . people live in Jhuggis. The 
handloom and carpet indqstry at Panipat can attract a large number of 
craftsmen from other areas, only if adequat_e housing facilities are readily 
available. The development of industrial complex at Sonepat would. also, 
to a co.nsiderable extent, depend on our ability to provide industrial 
housing at reasonable rates quite expeditiously. The Committee 
accordingly feels that special attention must be paid to industrial housing 
and recommends that :-

(a) Areas should be earmarked for industrial housing, while 
developing industrial areas and colonies. Built-up accommo
dation should also be provided by Government and given 
on lease/ rent to the industrial units. It has to be ensured that 
proper public health facilities are duly provid_ed. 

(b) For industries already established in the various industrial 
areas, Government should provide funds to enable them to 
construct residential accommodatiot) for labour. It should 
be possible for Government to secure the necessary funds 
from the Life Insurance Corporation and other financial 
institutions. 

(c) The assistance to be provided to industry by way of loan for 
industrial housing should be worked out on the basis of 
present costs and not on the basis of costs decided upon 
long time back. 

(d) The procedure for assistance for subsidised housing should 
be streamlined so as to ensure that at least, whatever 
meagre funds were provided for this purpose, are duly utilised. 
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(e) State Level Committee should be constituted with the 
Minister Incharge of Industries, Labour · and Housing, 
the concerned officials and some representatives of industry 
and labour. This Committee should be charged with the 
responsibility of formulating policy for labour housing, 
and for reviewing the progress made from time to time. 

TECHNICAL ASSISTANCE 

27. The Committee would specially like to emphasise this aspect, as 
a lot will depend· on technical assistance and guidance to the prospective 
entrepreneurs. The Committee feels that a strong technical Cell 
should be created in the Industries Department/Industrial D~velopment 
Corporation with Mechnanical, Electrical, Chemical, Electronics, and 
Textile Engineers, to look after the various field of industrialisation. 
In addition, the Department should hirt~ experts in specialised fields on 
ad hoc basis wherever required. This j::ell should be responsible for a 
steady flow of information regarding various projects, which can 
be taken in the sphere of small as well as medium and large scale industries. 

28. The Department should also get feasibility reports and·project 
reports prepared, which could be given to industrialists desirous of 
setting up units in the State. The Governmen~ should subsidise such 
feasibility studies to the extent of 75 per cent in selec.ed cases. This 
should be subject to the cohdition that in case the project is eventually 
implemented, the amount spent by Government on the feasibility study 
would be converted into Government's share Capitl. 

29. It is essential that the existing Common-facility Centres, Heat 
Treatment Centres and Quality Marking Centres, are upgraded and 
properly equipped and manned so as to cater to the needs of the industry 
at various places. It has not been possible for the Committee to go into 
the individual needs of the industry of towns like Ambala, Jagadhri 
Panipat and Sonepat. The Committee suggests that discussions should 

· be held with the representatives of industry at these places and the neces
sary staff and equipment should be provided in the Common Facility 
Centres at these places. 

FINANCIAL ASSISTANCE 

30. Easy availability of loans and financial participation can go 
a long way towards accelerating industrial development. It is not 
only necessary that financial institutions take the minimum possible time 
for processing individual cases, but they should actively help the entrepre
neurs, particulary in the small-scale sector, towards the compliance of their 
formalities. The fullest possible utilisation of the facilities now being 
made available by the commercial banks should be attempted. The reco
mmendations of the Committee are given in the succeeding paragraphs. 



31. An organisation should be created in the Industries Department 
for coordination with the commerciat"banks on a regular and continuous 
basis, and the industrial units should be enabled to secure industrial 
finance both for fixed assets and working capital. The Department should 
be able to organise a. strong .team, with knowledge and experience of indus
trial finance, which can visit various districts and can attempt coordination 
with Com.merdal banks on a 'crash programme' basis. 

32. Finane al help to the industrialists by the State Government should 
be institutionalised, as far as possible, and to this end, the limit.of loan 
assistance given by the Financial Corporation should be reduced from 
Rs. 25,000 to Rs 10,000. The processing of applications upto Rs 50,000 
may, however, be done by the Department of Industries, who can then 
pass on these cases to the State Financial Corporation. 

33. It is desirable that the rate of interest charged should be utilised 
as an incentive for small -scale industry as well as a lever to· secure gradual 

dispersal of industry. In this context, the following :nterest rates are 
suggested :-

(i) Loans from Rs 10,000 upto Rs 50,000 

Developed areas 

Developing areas 

Rs 8 per cent 

Rs 7! per cent 

(ii) Loans to smaJl-scale industries should be given at 8 per cent, 
irrespective of the fact whether they are covered under the Credit 
Guarantee Scheme or not. The margin should also be kept at 
25 per cent, irrespective of the coverage under the credit guaran 
tee scheme. 

34. According to the existing practice , the Financial Corporation 
secures first charge on the mortgage of land over which industrial assets 
are created The land being developed by Government is given on a 
deferred-payment basis, which as per existing practice, cannot be mort
gaged to the Corporation till ~11 the instalments are duly paid. The 
availed is that the facility of deferred payments for the price of land cannot 
be availed of by the entrepreneurs, who might wish to secure finance 
from the Financial Corporation. 

35. An arrangement has been devised in some of the other States 
whereby the first charge is given to the Corporation and the second 
charge is retained by the land development agency for industrial pur
poses, the entire transaction. being covered by a tripartite agreement 
between the loanee, the Financial Corporation and the Land Develop
ment Agency. Another alternative is to devise an arrangement between 
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the Government and the Corporation, whereby , even though the Govern
ment retains the first charge on land, the Corporation is enabled to secure 
a Iegal mortgage on building and machinery and has a second mortgage 
on the land, with a further assurance from Government, that the loanee 
concerned would not be evicted during the curreny of loan, without the 
simultaneous concurrence of the Corporation. The arrangement de
vised in some of the other States is that a guarantee is given by the Go
vernment to the Financial Corporation, provided ·the, loan is othe1 wife 
approved by them. 

36. The Committee considered the matter and felt that it would 
be desirable to adopt the last alternative given above. Committee. 
felt that, even in case this is not accepta..ble, one of the other alternatives 
should be immediately adopted, so that the prospective mtrepreneurs 
securing land on instalment basis can avail of the facility of Iom bythe 
Financial Institutions. 

37. Participation in share-capital is undertaken by Haryana State 
Industrial Development Corporation, but so far as it has con:fiend itself 
to the. under-writing of preference shares only. The Committee feels 
that partcipation in equity capital is also absolutely necessary and the 
Haryana State Industrial . Development Corporation should take up 
under-writing of equity capital as weli. The facility of deferred pay
ment gurantee for the purchase of machinery should also be made 
available by the State Financial Corporation. 

OCTROI 

38. The problem of Octroi, as far as it affects industry, has, in the 
recent past, assumed serious proportions. A number of industrial areas 
(Sonepat, Faridabad, Hissar, Panipat, Yamunanagar) fall within· the 
municipal limits and the levy of octroi is verry adversely affecting the 
industrial units located in these areas. The industrialisis do .not have 
adequate representation on the committees concerned, and levies by the 
Local Authorities are revised upwardly from time to time without a 
proper appreciation of the view-point of the industrial units. In fact 
this is one reason why new units find it prop.table to shift to areas outside 
the municipal limits, where no public health or other facilities are available 
while there are a large number of vacant plots within the industrial area 
itself. The levy of octroi is also one of the reasons why even after a long 
lapse of time, the industrial areas at places like Sonepat, Panipat, Hissar, 
and Yamunanagar have not yet been fully utilised. It is also to be noted 
that if Government develops any land in proximity to these industrial 
areas, but outside the municipal limits, the position of indt:shial anas is 
likely to worsen further. 
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39. Considering these factors, the Committee·is of the vit;w that a 
proper rationalisation .of the octroi levies, and a long-term policy with 
regard to the incorporation of new areas within the Municipal limits 
would be both in the interests of the industry as well as local authont1es. 
The loss in income due to any restrictions regarding the quantum of 
levy, is, in the long run, likely to be off-set materially by the additional 
industrial activity which could be generated in these areas. The Com
mittee accordingly recommends as follows :-

(a) There should be an assurance from Government that all 
industrial areas, which are now being developed, would be exempted 
from the levy of octroi for the next 10 years. 

(b) For industrial units located in the Municipal limits, there 
should be no octroi on capital equipment and building material. 
For new units being established in the Municipal areas, no 
octroi should be ~barged on ·raw-material for a period of t!ll-ee years. 

(c) Government should assume power to regulate any levy by 
a local authority on industry and the schedule of levits, so determined 
should be uniformally applicable throughout the State. Before 
deciding upon any such levy, . or changes therein, the matter 
should be considered .by the high-powered advisory Committee, 
referred to in para 12 of tl1e report. The schedule of existing levies 
should aslso be reviewed by the said CommiHee. 

PROPERTY TAX 

40. The Committee strongly feels that industrial prorerty should 
be exempted from property tax throughout the State. As regards house 
tax on industrial prorerty, this should be levied only if Lhere is exemriion 
from octroi as· recommended by the Committee separately. 

41. The Committee considered various other connected ]ssue 
and their recommendations are as follows :-

42. The Committee feels that as a matter of policy only industrial 
areas should be developed and industrial estates should be eslablished 
mostly in developed industrial areas, because only in such areas there 
is possibility of developing ancillary industry which could be ho11sed in 
such industrial estates. With this broad objective in view the Committee 
recommends that an industrial estate may be established ~t Faridabad 
and another at Bahadurgarh. 

43. The Committee would specially like to emphasise the necessaity 
of making adequate arrangements for water s11pply in various indt1strial. 
area. While it is necessary to make such provisions for ll.e mtiJe 
area on a centralised basis, individual industrialists should also be 



encouraged to have their own water supply and loan assistance for 
sinking of tube-wells etc. should also be provided. 

44. While deciding location for Industrial areas/units. the 
question of disposal of effluent disch~rge should b~ duly kept in mi1:d. 
Certain chemical indust~ies and other industries like Paper, Textiles 
etc. have a special problem for ejfluent disposal and these problems 
have to be gone into right at the planning stage. The treatment of 
effluent before it is discharged into a main sewer has to be the responsi
bility of the industry itself and some mechanism has to be created to en
sure that this responsibility is properly discharged. 

45. The fee for the registration of factories has bt:en recently 
enhanced. The Committee feels that all possil;>le reli~f should be givei1 
to industry during the initial stages. It, accordingly rec<'rr.mends that 
t1te fee at least for the first three years of the establishment of any in
dustry should be same as it-was before the recent enhancement. 

46. . The Committee has receive4 a number of representations to 
the effect that the State Small Industries and ·Export Corporation, which 
has been entrusted with the functions of distribution of scare raw-mater
ial like iron and steel, does not either get it in time or charges very high 
price thereof. It is true that because of scarcity in respect of certain 
items, the Corporation has to face a number of difficulties. It is, how
ever, absolutely necessary that every possible step shouid be taken to 
ensure that adequate raw-material is provided in time to various in~ 
dustrial units. . It has been· particularly represented before the Committee 
that handling charges of the Corporation are· on the high side and the 
Committee feels that this aspect should be specially looked into. 

47. Within the short time at its disposal, the Committee has tried to 
cover the broader aspects of incentives and facilities required to be given 
to pros.pective entrepreneurs for ensuring industrialis'ation of the State 
at an accelerated pace. It is hoped that Government would be able to 
consider these recommendations at a very early date. It will be necessary 
to review the progress made from time to time, and for undertaking this 
review, the association of industrialists would be very useful. 
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NOTE BY CHAIRMAN 
48. I would Hke to .express my appreciation for the co-operation 

and hard work put inby the members of the Committee. My thanks 
are specially due to Shri L. C. Gupta, the Member St:cretary, wHhout 
whose untiring efforts, it would not 1-(ave bt:en possible to produce 
this report in such ~ short time. 

BHARAT SAM. 

RAUNAQ SINGH. 
D. D. PURL 

B. K. KEJRIWAL. 

CHAMAN SAHNI. 

M. L. MANCHANDA. 

BISHAMBER DASS KAPUR. 

DEVI SAHA I JINDAL. 

GHANSHYA:rvi: DASS GOEL. 

B. P. DHANDA. 

L. C. GUPTA. 

The following members agree with the report in general but feel 
that though Faridabad is more developed area than other areas in 
Haryana but it cannot be called a developed area. 

RAUNAQ SINGH. 

B. K. KEJRIWAL. 

CHAMAN SAHNI. 

M. L.· MAN CHANDA. 

B. P. DHANDA. 
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ANNEXURE-A 

A summary of the major incentives offered by various State Governments 

Maharashtra-

Sales Tax 

Octroi 

Bihar

Sales Tax 

Haryana

Sales Tax 

Mysore

Sales Tax 

Octroi 

A. TAX CONCESSIONS· 

(i) Cash refund of sales tax paid by the industry o~ 
raw materials purchased by it and on finished goods 
to the extent of 8% of the capital of the industry, 
in a year. 

(ii) In _the under-developed are as, tax refund is given 
in the shape of long term interest free loan repayable 
in three annual instalments strating from the end of 
18th year. This. concession is giv~n for six years 
from the start of production. 

Exemption . from the payment of octroi on raw 
materials, capital equipment and buildings mate
rials for a period of six years to the extent of 1.6% 
of value of capital equipment and building material 
imported by the industry. 

No sales tax on raw materials for 5-10 years from 
the date the unit goes into production. Exemption 
from multi-point sales tax at the first stage of 
sale from the manufacturer is also available. 

Fpr an initial period of 5 years from the date of licence 
or registeration of unit sales tax on raw materials 
purcha·sed and on finished products will be refund-· 
ed subject to a prescribed maximum. No m.w taxes 
on the purchase of industrial raw materials during 
the next 5 years. This facility is given only a.t the 
focal points. 

Government considers grant of concession in sales tax 
rate for the first two years from the date of produc
tion in regard to new industries. 

Government considers granting relief from payment 
of octroi duty to certain· new industries for five 
years. 



Orissa 

Sales Tax 

Octroi 

And!zra Pradesh

Sales Tax 

Assam-

Sales Tax 

Madhya Pradesh

Sales Tax 

Octroi 

Punjab-. 

Rajasthan

Sales Tax 

Dctroi 

Gujarat-

Sales Tax 

Octroi 
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Cash refund of sales tax paid on raw-materials given 
for initial period of 5 years of production. 

Exempted for new units and also for expansion and 
renovation of existing units. 

Refund of sales tax on raw materials machinery and 
finished goods granted up to certain prescribed 
limits. 

Government will bring down the local sales tax to the 
level of neighbouring States' sales tax or the Central 
sales tax when a purchaser prefers to buy manufac
tured goods from outside the State due to differences 
in tax . rates. Exemption of sales tax on purchase 
of raw materials is also under Government's consi
deration. 

Concessional rate of 1% advalorem on all items of 
machinery and raw materials purchased . during 
Fourth plan period. 

New industries are- exempted from payment of octroi 
on plants, machinery and raw materials. 

Purchase and sales tax including inter-State sales tax 
will be refunded for a pedod of 5 years to new 

and expanding units at focal points. 

All machines purchased for setting up certain specified 
industries like textiles, ceramic, cement, etc., are 
exempted from ·sales tax. A nominal rate of 1 % 
sales tax levied on purcha~e of raw materials. 

All plants and machinery old or new are· exempted 
from pavrnf!nt of octroi duty. 

Conce __ ,~""'' J.aw of 1 % ad-valorem on all items of 
machinery equipment and raw materials purchased 
during fourth plan period. 

Exempted f( r 5 years for new industries. 



B. LAND AND BUILDING 

M aharaslztra-

In under-developed areas, developed plots are. offered on concessional terms 
like no rent for the first 2 years 50% of the economic rent for next three years and fuil 
economic rent only from the sixth year. In industrial growth centres choice factory 
sites are available at concessional rates and in some areas ready-made factory sheds 
are also available on easy hire-purchase terms. There is a scheme for advance 
supply of building materials on loan from a revolving stock. 

Bihar-

Factory plots in specially developed areas will be offered to entrepreneurs 
on long term lease at a token annual rent and the cost. of acquisition and develop
ment of land will be recovered in convenient instalments within 3 years. 

Industry could purchase from a Government revolving stock building materials 
a~ainst cash payment on no-profit no-loss basis. 

Haryana-

At the focal points, areas will be acquired and sold .out on no-profit-no-loss· 
basis ar.d price will be recovered on easy instalments. Land on. similar condi

tions wiH also be given for the establishment of subsidised industrial houses 
and residential colonies. 

Mysore-
Government lands, wherever aw.ilable arc either given to industrialists 

on payment of occupancy price (i.e. market value or even less) or leased out on 
payment of rent. Government also acquires private land for entrepreneurs under 
the Land Acquisition Act, when-ever necessary. 

Orissa-

To 2.ttract industries in important industrial areas, Government has decided 
to charge diffcreni concessional rates of premium for leasing out Government lands. · 
Government lands in other places are available at 50% and in some cases at 33-i% 
of the market rate. Premium will be realised in 5 equal annual instalments. 

Andhra Pradesh-

I iahility on account of assessment of land revenue or taxes on land, used for 
setting up an industry, ~ill be limited to the amount ofsuch taxes payable immediately 
before the Jand is so used. Also concessional rents are charged for use of industrial 

estates. 

Assam-
Industries Department will develop land with infrastructure facilities and will 

allot the same to parties on long-term lease, outright sale or on hire-purchase basis 
on easy terms. 
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Madhya Pradesh-

Land at concessional rates is provided by the State Government to new indus
tries on long term lease in industrial areas. Land in areas near the big towns would 
be available at 1 Paise per Sq. foot and the rent would be 1/10th Paise per sq. foot. 

Punjab-

Industries Department will acquire land· at certain selected growth areas for 
sale to industries. Price of land will be recovered in easy instalments: initial pay
ment will be 10% of price and the balance 90% will be recovered in 6 equal annual 
instalments. 

Rajasthan-

Government has rt:served and set .apart large areas of land at selected places 
in the State for allotment to Industries on long lease and on attractive terms. Infra
structural facilities are also provided by Government. Where no land is. available 
in an Industrial.area or no industrial area has been declared, there is a provision for 
a conversion of agricultural land into industrial areas. 

Himachal Pradesf;;;;;_ 

Government gives selected land to Industries on the basis of 10 per cent of the 
cost to be paid initially and-the balance of 90 per cent in 90 years. 

Kerala-

Government will help indus!ry in choosing prop r sites. 

Maharastra-
C. FINANCIAL ASSISTANCE 

The State Industrial and Investment Corporation of Maharashtra (SICOM) 
has been specially set up to assist industrialists. .SICOM has a variety of flexible 
financial schemes. It offers underwriting support for capital· issues, guarnatee for 
financial assistance from oth' r financial institutions and long-term loans. The cor
poration has also evolved a capital participation scheme to assist small and medium 
industries. 

Bihar-

Facilities such as underwriting of shares, equity financing, grant of ioans and 
guarantee for loans in suitable cases are available both from the State Government 
and Bihar State Financial Corporation. 

Haryana-

Government underwrites/participates in the share capital of sek cted industrial 
projects direct or through Industrial Deveiopment Corporation. 
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Orissa---
Government gives financial assistance by way of participation in share capital 

loans, Government guarantees, etc. State Financi~l Corporation also provid~s loans 
and underwriting facilities. 

Assam-

Government may participate in the share capital of private/Public joint stock 
companies. Government will also assist industries in getting loans from commercial 
banks. 

·Madhya Pradesh--
State Government follows a liberal policy in respect of financial assistance 

available to indu$tries from Madhya Pradesh Finance Corporation. 

Pw~jab-

Government underwrites share capital upto 20 per cent of the paid-up capital 
of new companies. 

Rajasthan-

Government gua•antees loans negotiated_ by large and medium scale industries 
from various financial institutions. State Financial Corporation also p'fovides 
financial assistance. 

Himachal Pradesh-

Loans upto 60 per cent of total capital investment may be advanced by Govern
ment. In more deserving cases this limit will be raised to 85 per cent. 

Kerala-

Government provides guarantee for raising credit from financial institutions. 

D. ELECTRICITY TARIFF 
Maharashtra--

The State Electricity _Board offers rebate for all new industries in the under
developed areas having a load of more than 200 KW so as to bring its tariff on par 
with Tatas' tariff in Bombay. 

Bihar-

Power supplied on no-profit no-loss basis to electro-chemical and electro
matallurgical industries. 

Haryana-

Special concession will be offered to power based industries and to encourage 
self-generation of power. No State duty wouid be levied on new generating capacity 



24 

ior next 5 years and suitable subsidy will also be granted on capital cost of generating 
equipment at the focal points. 

Mysor{!-

For new industries, a rebate of 5 per cent, 3 per cent and 2 per cent respectively 
in the first, second and third year of commencement of commercial production allowed 
on the total power bill. Special rates will be given to power based industries. 

Orissa-

·;: rebate of 12! per cept on the power bill will be granted to all new industries 
and for expansion of existing units involving a capital investment up to Rs 25 lakhs for 
five years. 

Andhra Pradesh-

Subsidy to the extent of 10 per cent for medium and large scale industries and 
12 per cent for small-scale industries is:granted. 

Assam-

A limited scheme ofpowersubsidvfor smallindustriesis in existence. 

Madhya Pradesh 

Power costs of a large variety of small and medium industries commencing 
production in Fourth Plan will be subsidised for a period of 5 years. Cases for 
concessional tariff to units with a power demand of over 4000 KW will be considered 
on merit. 

Punjab-

In 'Focal points' specially selected for indus~rialdevelopment, no electricity 
duty will be charged from new untis and expanding units on additional power consum
ed after expansion for 5 years. For power based industries at 25 per cent subsidy on 
the prescribed rates will be gr~nted for 5ye~rs. Self-generation wiiialso be encouraged 
Interest-free loan for the purchase of g~nera ting sets. 

Rajasthan-

Electn;>-chemtcal and e~ectro-thermal industries are exempted from payment 
·of electricity duty whileotherindustrieshaveto pay a nominal rate ofi paisa per unit. 
Some specific concessions are also there for new industries and expansion of existing 
industries in electricity duty. 

Gujrat-

No duty on power consumed for 5-10 years. 

Himachal Pradesh-

Cheap· electricity will be made available to industries. 
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Kerala--

For power intensive industries and for industries in the inderdeveloped regions, 
Government will consider granting a suitable rebate in electricity duty. 

E. WATER SUPPLY 
M aharashtra-

Industries whiCh lift water from public water sources and are required to ray 
royalties for the same will be exempted from payment of such for royalty. 

Bihar-

Water will be supplied on no-profit-no loss basis wherever industries lift water 
fro·m Governm:ent sources. 

M'J'sore-
-= 

For waterdrawn direct fromariverornala,theratechargeable isRs 350 per 
M.Cft. and for water drawn fr~m an irrigation reservoir or channel the rate charge
able is Rs 700 perM. Cft. 

Orissa-

Where water is required by industrie.s from Public Health Departn:ent of the 
State Government it will supply water to industries, o,n no-pro:fit,no-loss basis. 

Andhra Pradesh-

Exemption· from payment o(water rate on water drawn frbm sources not 
maintained at the costofGovernmentor any Local body, 

Madhya Pradesh--

W:1en an industrial unit established during fourth plan makes its own arrange
ments for pumping and supply of water no charge {vill be. levied on water consumed. 
Reasonable charges will be levied when water is drawn from Government Schemes. 

Rajasthan -

Concessional water rates are charged to the industries which draw water from 
Government irrigation projects. The rates charged are 25 paise per 1,000 eft. for 
industrial purposes and 20paise per 1,000 eft. for drinking purposes. 

Gujrat--
Concessional rates are charged for water drawn from notified rivers . 

. F. PREFERENTIAL TREATMENT IN GOVERNMENT PURCHASES 

M.1ha-rashtra--
Thirty three percent of Government purchases are reserved for new 

industries through Central stores Purchasing Organisatio~ at the lowest tendered 
price in the open competitive· tender. 
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Bihar-

InaJfStafe purchases~ preference will be given t'o products ofindustr·ies located 

in Bihar. 

Haryana-

A'.iditional marginal price preference of 2! per cent will be ailowed in the 
p~rc.h:~se ·of products ofindustrie.> set up in 'growth points' over industries in other 
areas of_ the state. 

M:ysore-

Thirty -three per cem: of State purchas..es are reserved for riew indu&tries 
through Stores Purchase Department at the lowest price tendered in the open market. 

Oris a-

Pcice preference up to 15 per cent is. allowed for many products of small-scale 
industries in the State. 

Assam-

Price reference up to 15 per cent is allowed for the products of local small
seale and ~ottage industries and up to maximum of 5 per cent for 5 years in the case 
of local large and medium industries. 

Punjab----Pric~ pref~rence of 15 per cent ~or small industries and 5 per cent for large 
Lldustries is allowed. For industries in "focal points" an additional price preference 
of 2} per cent for .a period. of 10 years· is ail owed in both the cases. 

RaJasthan- . . 
Small-scale and cottage industries are entitled to a price preference of 15 per 

c~nt oyer .large and medium industries while locallarre and medium industries 
are allowed a price preference of 5 per cent over products of such industries situated 
outside the State. . 

Him:~chal Pradesh-

All Governn:ent p:rcEHes ·are made from the local industnes and the pur
chases are made from outside only when these units are unable to meet these require-

ments. o: OTHER FACILITIES 

Most of the State Governments have liaison machinery in New Delhi to support 
the applications for licensing of industrial units within their respective States and to 
render .other services that may be necessary. Many State Goveriin:ents also ~cr.
tribute towards cost of feasibility study and proyide assistance for technical training 

facilities. 


