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8.V.S3, Sharma*

Sumary

An attempt is made in this paper to present an overal. view of the effortw
made in India te develop industries, particularly modern small scale industries,
in underdevelcuad areas,

In India, the basic policy objectives of industrialization are laid down in
the Industrial Policy Resolution of 1956, Detailed programmes are drawn up for
different seetors - public and private - of industries, viz., large scale,
medium scale, small scale, village and cottage industries, in accordance with
these objectives,

Modern small scale industry has been chosen as one of the important instrue~
ments of industrialization of underdeveloped areas, A comprehensive programme of

v Sg—
Director, Small Industry Development Organization

;/ The views and opinions expressed in this paper are those of the author and do
not ncoessarily reflect the views of the Secretariat of UNIDO. This document
ha: been reproduced without formal editing.
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assistance to this sector hes beon drawn up to ipncludes

Industrial Extension Service

Liberal Credit Ficilities

Supply of mnchincry on hirc purchasc tasis
Liccommodation in Incdustri~l Estotes

Participation in Government Stores Purchase Progromme
Levelopment of incillarics . '
Subsidy on Supply of Power, irn Somc Cnses.

- NN B O
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Necessary institutional framework hns becn crented to implement this pro-
gramme .

4 study of the working of the smzll industry development programme disclosed
that the bulk of the prospectiive entreprencurs were drawn from the business
community and educated technicians. These persons preferrec to locate their
frotories around State Capitals, metropolitan towns ~rd pori towns. Thus, One
of the important objectives of pmall industry development programme, ViZ.,
industrialization of underdevclaped areas, did not gather the desired momentum.
In this counexion, the inhibiting factors wcre found to be:

Tistance from the administrative agencies

Distance from sources of supply of raw mcterials

Distance from markets, technical skills, skilled lotour, 21c.
Lack of social amenities

Lack of infrastructure facilitics.

P N e

.Programmes hove teen initinted 2t the Central and State levels to remove
these difficulties.

The attompts made in one of the uncerdeveloped States, viz., Orissa, are
. ; . |
described in some detail.

The State Jovernme..: cxperimented with two idecs.

1) Equity participation: It tried to attract entrepreneurs into the State and
stimulate local entreprenecurship, espceially among the middle levels of society,
by offering to partidipate in the cquity eepital of companies to be set wp
by such entreprencurs. Though the rcsponse wons satisfactory, the scheme could
not take industries into really backward regions nf the State.

2) Panchayat Samithi Industries: The State Government aim d at stimulating
induastrialization in th» rural and underdeveloped areas by selz2cting certain
gsuccesaful Panchayat Samithis (local administrative bodies) ond giving them
prizes on the condition that the prize money would be invested in industries
utilizing local raw materials, local skille and meeting local demands. Under
this scheme, o series of industricl cooperatives were started. This scheme was
successful so far as it went, but it could not have the multiplier effect.

At the central level, a prosramme to stimulate entrepreneurship in under-
developed areas was undertalien throush the medium of "Intensive Campaigns".
The idea was tn take all thie Government agencies cuncerned with industrial
development to the doorsieps of the cntrepreneur and to give on-the-spot assistance
to him. This enthused the local people and raised their cxpects tions but, due
to absence of sustained follow-up, could not result in massive industrialization,




Industrialization of underdeveloped arces cannct be the exclugive
responsibility of the small industry sector, %hile this sector can plev an
important role, it should equally le the resnonsibility of the other sectors of
industries, viz., public sector undertakings, 1 rge scole and medium scale
industries in the private sector, on the ora nend, ~nd, of the ‘evelooment
departments like agricvlture, animel hustondry, power, transport, communications,
etc.y on the other.

So far as industrialization is concerned, a serses of fiscal and financial
incentives equally availzble to all categories of incustries has been adopted.,
These include:

1) Outright grant/subsidy amounting to 15 per cent of the fixed capital
investment of the unit in specified backward areas/districts.

2) Financial assistence on casy terms in 231 selected backward districts by
financial institutions.

3) Transport subsidy equivalent to 50 per cent of transport cost of raw
materials and finished goods in certain specified far-off areas,

4) Liberalized import of machinery rnd raw materials for units manufacturing
items reserved for the small scale sector,

5) Priority in the supply of machines on hire purchase by the Nationel Small
Industries Corporation.

The impact of this programme is just beginning to be felt,

Earlier, in 1961, a Rural Industries Project Frogramme, based on the "area
development approach", was initiated all over the country on the initiative ef
the Central Government., It cimed at all-round development of agriculture,
irrigation, transport, communications, power, social services, etc., along with
industry. So far as industry is concerned, the idea was to provide, after a
thorough study of the existing industries in the areo, necessary promotional
facilities such as technical assistance, training, common service facilities,
credit, hire purchase of machinery, construction of worksheds, marketing, etc,.,
to make the existing wnits viable and assist estcblishment of new industries,
Experience has shown that the RIP Programmc could be utilized to sustain and
develop existing rural artisans ~nd to set up small sized industrial units.
But it could not contritute sube vwntially in the removal of regional imbalances
in the industrial development, particularly since the large and medium industries
and the more progressive among the small scale units could not be induced in
large numbers to go into these areas.

Since 1967, rising unemployment among the educated classes, particularly the
technically educated, has given an urgency and added a new dimension to the
prcblem. A programme to draw these educcted clagses into the industrial mectop
by adoptifg suitable entrepreneuriel development programme has been adopted at
the Central level. Severrl State Governments have, in addition, drewn up their
own programmes in this regard. The programmes adopted by three State
Governments, viz., Gujrat, Andhra Predesh and Jammu & Kaghmir, have been de-
scribed in some detail, They constitute a representative sample and give an
idea of the wide range of facilities provided and the type of industries,
services, etc., covered by them,

It is now increesingly realized that stimultntion of entrepreneurship by
itself is not adequate. It hrg to be closely followed up until the prospective




entreprencur bec mos an cctw'l industrinlist, 1n other words, it 1s aot only
stimulation »f c¢ntreprencurship, tut =lso the develo-ment of entreprencurship,
that is neecdcds [Llso, omall industry connot Lo the only instrument for indus—
trirlization of underd.velspcd /fcas. 0Other sectore of industries ~nd, in
foct, other developmental departments nleo, muct moke their Cue contritution,
all in # coeordin~ted monncr. 1t is nlso neocesstry to provide the facilitics
and services to the prosncctive industrizlists through o single ~gency by
offering o "pcckage of consultoncy services" rother thon exnecting him to
approach ngency after agincy for the vorious facilitics and inpute roguired in
the process of scttins up ¢n industry.

o
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The bagic poliay

The basic polioy of the Government of India reagaring
intustrialisation 18 laid down in the Imdustrial Poliay
Resolution of 1956. It has been stated in the Remslution
that "in order that induetrial’mation may henefit the
economy of the country as & whole it is important thas
dinparities in the matter of development between Aifferent
regions nhould ds progresiively.reduced., ...... It ie one
of the aims of natinnal planning that all the fmoilities are
made availadle to areas which are at present lagging behind
inrduetrially or where there is grester need for providing
opportunitiss for employment, proviied the looation ie
otherwise suitadle. Cnly hy secuving & dalanc:4 an‘ o5e
ordinated development of tha industrial and agrioul tuml

00nomy in differvent regions can the entire country attain
the highest stand=vds of 1iving, "

2. a practical shape to this directive was attempted
by a Cownittee sppointed *~ enzgest prog—: mes for the
development of village and ‘sanl) soale iniustries to be
inoluded in tho Swoonmd Pive Yuar Plan. (1956-61). 14
stressed the principle cf decent=alised iniustrial develop-
mant, It fel: that srozcassive expansion ani modernisation
of the vural i-justry oan be most economioally brought
About By the spcead of small imdustrial uni+n along sith
hecessary services wmong the dig villages or small towns,
looated all over the country. "he Jomaittee recompended
that "the petterr 2 {2dustrisl activity that should zZmedual-
ly emerze im that of group of villages having its matural




indastrial and urban cantrc, These mmell whan centrea
will be rel:ted fto hHi: ~aes, Thus » prramia o) inlustry
brozd based om a progreasive ruril economy will be
built up."

X, Tne n»rogrammes fo> develorment of indu~tries in
underdevalonad areas and the consequent efforts at
stimulatinn of enteceproraurz“in a»2 intanded to implement
thes: hiaie polinies,

™he tcaditional iniusteies: a classifiection

4. "he sr~1) senle and villare inductwies are dre™dly
divided {nto three c-tavories:

1) T™oae waich form an integral part of the village
economy like carpentry, blacksnithy, pottery etc. Thans
induatries ave ™y by 1oral, traditional artisans mainly
4o meet the loonl needs and, 9cnaaiona11y, for the ueardy
villages and small towns,

2) ™0me which represent traditiomal ekills nd
crafta, These are oalled *handicrafts' and are generally
intended for an ouiside market within the countey or
abroad,

3) Those which are mare developed and have intimate
comwotion with the norreapomiing larse-znale industries,
Theas are ergazed in the production of concumer oods,
simple prodvoer goods and psts and compoamts through
labour-intansive metnrods for tha lo®)., rziionmal and,
some times, national markets, These are c:.lled 'small
soale industries',

5. ™is Daocer {8 concerned mainly with the last
oategory though incidental references n: 3 made to the
other two categlories aml large-scal iniustries,

Qbjeatives of small industyry davalooment programme
€. The In: ian programma for developins modern small
scal ¢ indusiries commenced towvards the end of 1954, Its
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main objectives arc:

1) To increaso empiorya Mt opportunitiss,

2) To encourage 8 graiual, prosress in the techniques
of production in the unorganis:l sector of industry without
causing any large=-d¢cal e techrological unemployment.

3) To promote proluction ofa large variety of goods,
specially consumer goods throagh labour intensive muthods
by co-relating them with production program:es in the
large scale sector, where negessary,

4) Ta encourage and zive supnort to the rpall
industrialists, and,

§) Mo ensure > more equitable dimtridbution of the
national ’cone and a balanced industrial development im

- d1fferent rezions, i.,e. to lay down the basis for sm
essentially decentraliced soclet.

Gepppehepsive assistange

7. i ocomprehensive programmc of assistanse Yo thie
seotor was Arewn up tc enadle 1t to achieve the ateve
ebjectives. Tt included:

1) Industrial rxtension Lexrvice.

2) Liberal oredit fao: lities,

%) Supoiy of michinery on hire-purchase Weis,
4) Accommodation in industrial estates.

5) Participation in Government stores purchase
programee
6) Develogment of ancillaries,

7) Subsidy on supply of power, in seme oaBes,

3, Sultable institutional framesork veas also 6% up
to implement this programme, Thess imolude the Small
Industry Development Organiaation (SI0), the Natiemsl
Small Industries Corporetion (NSIC) the Smell Industries
Servise Institutes (S'STe) and Extension Jentres (ECE)
set up by the CJentral Govermment and Direatorates of
Industries (71:) HState Small Tnduatries Development
Corporation (gsmca) set up bty the State Govermantis.
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The 2ntrepreneursal nlp8n

9. Bven bdefore ¢+ & prodeamne ., . Amitiatel,  there weps
& few amnl) 1miustr‘ie~s in tne country : tarted méinly by
artisans 'and 8killed wrynka g durig the Zagsng world wap
beriod. Dheyp awber vas lnoreasei by the large-geale
®igration of craftosmen from ACross the border 1mmediataly
after Partition, mhe founders of these 8mall soale uni ts
wers mostly, skilled mechanice, may be vneducated, but
trained in acme machine shop, They had 4 Ynaok for using
Bachinery, Taey of’en reépaired an exiating v discarded
saghine or fabricated foma machines then. o] ves for starting
their wnt s,

10. Soon astter the amaly iniustry development Progremme
WaS launched a vigerous Progrorme of imuopt Substi tu ton
WaS also initjated to encourara induatrialsgs within ¢he
'mﬁ‘y. Importers arg wholesale nerchunte who knew the
®Arket conit wons Quickly aaizad the 0Pportunity to estabe
1ish Renufacturing ung in, These nagpl e Nowever, preferped
naivet emtres, nigsar towns M4 matrg ol tan areas for
nhbn&.‘ung their factorie:, 714 Wa8 precisely at these
Places $hyt the S5T318 apy £es wepe locateq, "M23e hazage
5081 points for the growth of small industries,

19 In spite of the “act that the S1n0 operated a flaet
of mobile vorkshops °quipned vith modern Mmachine tools,
bringing ieproved techniques to the Very threshold of
artisane {n rupral &reas, no n)preciable bragrass aeould be
made {n Itimul ating entrepreaeurahip in smallep towns and
mral areas, 7Tn fa0t, some of the States which 11d not
have the b} |WBing of tha farlier stary of induatrialisatloa
or m2tropolitan aarketing oentres lagzed behind the others,
This in effect meant that pe 2% the main odjectives of the
Programme, vie., dbadanced and 3ispesgaq industrsay growth
remained unful fiiled,

]




12, Ancther inportant aspect on which the =malr tnde-bry
development programre luid envnhasis from the very bezinning
was the atimulation of entreymansurshi) amongst the techni-
cian and artisan zlasses., The experience of the firm+ few
years led to the conclusion that this was also not being
done to the desired citent,

15, 4 study of Industrial “ntrenreneurship in Madras
State by Dr. Bavaa, in 1960 covering 52 industrial estabdlish-
ments disclosei the duclsrount 2f the entrepreneurs as
bel owt

Backzround No.of Enterprises,
(1) Aural Artisans 3
(2) Pmotory vorkers 6
(3) Buainess and importews 15
(4) Aradvate entineers with experience

and other toc4niciana, 16
($) Lend ownere ]
(6) Entrerrencurs from professions and 3

Servim-,

ol
TOTaLt= 52

.

v 14, 4 similar study ‘a3 made in a North Tniian towa My
Mr, Me 7roy. The sampla was 1uite cwall, vmabdering 9.
tirht of the nine factories were founded by artisans while
@3 ‘M8 by a businessman, He further found that amongst

the nine, the dusinessman was the most successful, ITwven
though the artisamsdbrovght vith him {ntimate knowledre

and production expariainse, he was lagking the businesssan's
experienge '/"ich determined th-= real succoess of the industry,

15. Various gd_hag studies coimucted by the CI0 revealed
that the dbulk of the entrepreneurs for ctarting the new
¢ tarprires vere being drawn from the business community.
The next in importance serve those from sarvices and profes-
sions and a few were being ararm from teehniecaliy nualified
and exrerienral :rsons.




16, ™ e8tbligrme., A T Y TiTTa ang Extension
Centres Wag, there s¢, n, - RIS 55 SRS ALY taaniily ang
devalo: ntreprr-neun R O R Rt develoned iceas,  Mhe

8ituation hid +, hHe taciklad vis, "uSly ani measures devised
to brinz into +he ALY acrteia Jector more entrenreneurs
from the cural ans dnder~devrlaped araas and from the
teohriodan classes,

Sowe inhihitino fagtore

17. in amaly 13 of the “itustinon di5010824 the main
factor: inhihiting <ne development of emall irdustryes
(and the vtingyy ation of Mivepreneurshipy in tha ‘nierdeveloped
Areas), These i neluded :

Distance f»om the AMdminietrative lLgengies,

18, An incterding industrialiav, large or 23311, has
necesmarily o A1 -1 verions foru:lities an odtatin clearean~
088, pernits, etn, s Tron vavisue adu.ristrative agencies,
PThese are invariadly lncated at he State headquarters op
fome regional tyyms, In some cigeR, the Jentral Lrencies are
located in metropoli M olties op *h3 portetowns, Since
continuous toueh wity these agencles is ensential, it became
':dminiefm‘fi.vely ennvanient Pup entreprencura to eStadlish
their unite at State capiials, metropolitan cities or
port towna,

Distance from Sources of Supply

19, Tre industrial 1sts have necesssrily to obtain
Supplies of some raw materials from biiger ocentres of pro-
duction, ‘the fuppliers are invariabdly losated at the metro-
Politan centres wnioh ap alm, the big narketing oentres,
In many cases, even if the bulk ol the material {s
loozlly available, a part of the supplies !.ad necessarily
to bde obtained foeom metronolitan Sourges, MThe entreyren:urs
found it more cconomicil to eatanlian their factories near
the sources ,r UOPly o0f raw materiale whigh also happend
to de the more lapas tant gapke + 5 ¥ centroa,
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the underdeveloped areas,
underdeveloy2d areas thus procures nis raw material from

the matropolitan town and then cendi back the finished
produot to the same town for markating addimg unnecessarily

‘areas whioh already possess an industrial climete,

Distanoe fr2i 1 .keta, Techrical _killa,

SxATLY b ot

20, ™he establishi=d wWaArke.aly, ceaices ol ..e country

happen to Le the metropolitan tewns, port towns, State

capitals, etc.
buatinn centres for a wide hinterland wnich often inoluded

These were the Min ecolleantion ad diatri-

An entrepreneur located in an

to his costs, The educnted techinicians the foreman and skill-

ed workers rre more es5ily available in the metropolitan
Entre=

preneur3 in the under-developed arens have to attract thea
paying higher wages snd ¢-lariss waieh further add to their

costs.
Iack of Social imenities

21, The smaller towns located in the unler-developed
areans, not %o spenk of villares, 15 not have adequate social
amenities, Pacilities for recreation, education, shoppivg,
atg,, heing wm-existent, sk 1lled workers, upervisory and
man:gerial personnel aré rdluctant to wmove to the under-
developed areas inanit2 ¢ “igher remuneration,

Lask of Trfrastructure Moilitiea
22, Above all, in many cases, the under=developed areas

did not have adequate transport and comnunication fanilities,
In many places, power was not available in adequate quan=-

tities, _
jnoentives experiments in Orissa

23, It is the lack of the infrastructure facilities -
eoonon:l a and cocial -« thit made it diftficult ro attract
induateies to the underdeveloped areas, To overcome this
diffieulty, programmes "ad to be initiated at two levels,

viz,, the v%ate and the Central levels, At the State level,




Some 3vAat3 Jovermments whieh were esnsiiersd backvard in
industrialisation devised 3pecial ~rogramues \ni incentives
to prospective eatreprenewrs, o cisabllish i, .itrieas in
their States. 7In certain casen, ths State dovernments,
specified +he 'underdeveloped. resions and o ffered fauoilities
" to those establishing industries in these regions, At the
Coentral level, a series of incentives were offered+o

stimul ate enirepraneurship and route it to the underdeveloped
areas, We may first consider the experiment made in a i
typiocal underdeveloped State, viz,, ")rissa'kt the State level,

24. The State Govermment of Orissa™formided twe
schemes, one to attract antrepreneurs to astablish small
8oale industries anywhere in the State with Jtate partioipm~
tion in share capital, and, the other, for Assisting local
bodien called Panchayati Samithis to establish industries
in their areas, Tese are briefly described here,

1. Equity Part feipation

25. The principle of wtate participation in equity
03pital was envisaged in the Industrial Polioy Resolution,
1956, The orisss Government fomulated a sSpecial scheme
to encourage oualifisd technt Bl persons wit. limited
capital resources to take up small scale enter riaes, The
scheme envisaged the 8etting up of small meale uni ts by

. private limited companies in whioh the entrepreneurs will
have at least 19 Do sent of the total investuent, the
State contributing the balance. The unit will be run by
the entreprencur as its Mamaging Director, the State
Goverment having its cerresentative on the Board of
Directors, The entreprencu» i3 given an opportuni ¢y to
purchase Jovernnent :hices over s period of time,

26, This sohenme was 1 ater modified to tnelude a
provision comverting a part of the Government equity shares
into lcng=temn l1ons, thus <nabling the antraoreneur to
have & higher ahare in the profits from tbe beginninz, fThe

* Orissa i 8i{uated on the eastern coact line of the |
Indian tinion and has a bopul-tion of 21,93 nillion covering

an area gf 156 8‘;5 sq.kmS. Orissa is
trially baokwart‘i Btate i1uspit considered an indus-

and forest re Sources . ¢ of 1t8 eoconomjie mlth,nind.rlloi
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intention was that the eniireprencur 551 be able to
guickly "my over the equity enares held by ~he Government
by utilising his share >¢ the profits for the purpose and
then repay- Governmwent lcan al-o, These uni 8 a~e siven a
special preferenue in .overnncat peocirament., ™Mhe amall
scale units cet u) under this scheme, 1t vas found, OOmMe
up in and around the ltnte Capital and the DNistrict towns,
2, Pannherati Samitl Tniustries

?27. ™he Panchayati Samiti Inlusiry Program.2 in Crissa
ia An experiment in developiny rural and semi-urdan areas
of the Stete on the busis nf con=operative agro-imlustrial
econony. ALaecoxding to the pattern adfpted, the development
of industri»s 12 the responsidility of Pancharats both at
the villasme and at Lhe block levels, To ensure the emo-
tiomal attichment .2 the people to these industries, whieh
alone would guarantee their contimity amd growth, the
State Govermsent f2lt that industries should de takem to-
those places which deserve them. To give effact to thie,
& system of awarding prizszs "9 been evolvad an? the prise
winning Villages ani Pancheyat Samithis have been givem the
right to select and start suiiable small acoamle industrien
The State Government givea all help to the Panchayat
institutinns in organising an?® mnning the industrial unita.
The industries encour.ged un’:r this soheme wure malnly
agho~industries meant to provide house-building materials
like carpentry units, blacksmiihy units, briock and tile
units or other industries whish provide services like cold
storage, stone orushing, lime manmufacturing, eto.

28, The wnits are organised on a so=operative dasis and
all the workers are membders of the Society with nomimsl
share capitul contribution. The prise awarded to the
village panchayat is invasted by the Society in the industry.
The State PFinance Cornoration grants a loan, The building
is constructed as part of the rural industrial estates
programe, The State Bank i8 erpected to provide working




canital, fThe Spclety ia rnazad by L Bhard of Manegement
&8 per the Cooperative vncieties L0l but tie Mamaging
Dirctor is anisinted by the Jovernuent.

29, This experinen: iemorstrates that there is scope
for establishing modern emall scale manuhcturing units
in mr~l ureas where bower, transp.-t, ater, etec,
facilities are availanle, The programae,however, demands
careful, plimned effort tg seleot the industries whigh
utilise loocal raw materis] or meet local needs, Govarne
ment assissuiece in finanes, mmageuent ang martating will
be essential for qQuite some time,

30. There are nov about 100 units functioning under
this schema, cdmidering the magaitude of the problen in
Orissa with fifty t:houaand‘villagea, divided into 307
Community Develnoment Bloocks, it wil)l be A rFfiodlt $o
expect this programme to make 1 farioud inpet on the
living comitions of *he peoplz, ZPforts will have to be
made to induce thousands of 8mnll industrislists to start
icdustries in the viral qp- Sgai-urdan aceas, If they are
Ahy at present, programme= %5 ovavenme this may have to
be devised. The présent scheme, chough Buccessful, imtead
of introducing mwore and nors3 people into industries, seems
to dampsen their eni . sjin.., ~nd divart the funds into a
few anoparative vanturesr., .

entyal chemes

;mcgggw campaign

31, In order %o hagten the decentraliaeq devel oyment
of small scale indus trien, the 1.0 launched an integrated
pProgramme of industrial davelopment in under-developed
districts whioh offerei potentialities for the devalopment
of smal) scale industries witr TeSArd to availability of
réaw materials, men, Dowes, market, ete, This was to be
achisved in olonast ¢o=operation with the State DIs, Wic
am other offic.al snd Noa-0"floi agencies, fThis
Programme is knowr. g <k~ Intanyi-re fanga ign,

spiiti e




32, The underlying idea of this caupaisn i %) create
a climate conducive to the development cf 2mall scale
induatrien by intensive imstructinn ani propi nia about
what was gontempkted by the fovernment to the existing
and prospective entreprensurs. So far, Government agencies
were helping those units which approached them for assis-
tance of their own .corrd, But under this campaizn, the
' officers of these agenci2s go to the proapecti ve induse
trialists to solve their »roblems ani guide tem by sugzest-
ing suitadle linea of investment and remier teuinical
assirtonos thus making possible for trem to take up ney
1ines of production and also to imp-ove jhair exisiing
orafts, The ocampaiyn wan launched in all States. 1In
Orissa, 3 districts out of 13 have bren coveied under this

progranme,

33, ™e campaign is launched in 4 stages. Tn the first
atage, a quick survey of the industrial potentialities of
the disteiot is undertaken hy a t3um n® officers of the
; SIN0. This 48 followed by a contact programme, Offioers
i from the InAtitute, the NSIC, tho State Govermment .nd
ofhainent non-officiels of the district tour tie area
with a view to giving wide publieity to small[industrieo
programae, In fact, the aim is to co-ordinate the efforts
of Aiffarent agencies by chalkinr sut a well ..onned rcheme
for the development of small scale industries, In the
third phase, the officers rake regulax» visiss %o the
distriets a8 a follow=up action. a8 1 cesult of all this,
popul s enthusiasm is creaied andi people in these areas
becme receptive to the Liea of developing small scale
imnatiss, More assistangce amd advice irf rendeced to
then so that their senthusiasm is kept alive and they
aghiave what they ars told, they coall,

34, Before launching the aetuad campaign, wide propagands
and publicity ir Aome throuzh Jistribution of published
leaflets, pamrhlets, survey reports, moiel schemes, etc.

Tt 18 followed by the demuratvistion of modern techniques
of produstion, n»ile workshops,radio talks, eta, Meetings
ani group dineussions 2re also held in which ol’ficers of

L e




the Central ang State Governments, local !1,P3 and M,L.As
and existing enq pPotentizl industrialiste Partioipate.,

The officers SBuisest those industries which are suitabdle
for developmeat keeping in iy the resources avajlable
in the district 4nd also the domapnd 1pn The acea as well
48 surrounding districts, fmhe officers also give guidance
with regara to iaproved methods of produotion, reduction
in co3t of Froduction, reduction in 8%age or waw saterials
and humen rescurces » installation oy improved mechines,
oto. A8 already mentioned, the Privary aim of this oam-
Paign 18 to oreato a Olimate conduocive to the developmens

orafts a;d the holp that the dovermment would offer them
in their efforts to industrialise their distriots, It
oan be said tha+ by and largs, this ain has been steadily
&chieveq, Pionle in these areas evinoed interest in the
industrien ang have utilised the various serviges o ffered
by the Central ang State Jovornments,

35, The pattern of work in the intensive campaign Ay
be summarined as followa: -

19 Meetings in loocalits a3, small nough to guarapt:.
persoral toueh, era arranged amd various kinds of assie-
tance, fnsentives and oilities Provided by Centpal and
State Govermunts, tho RSIC, the State Bunk of Tnaye and
the State Financia) Corporations are explainedto the
Prospective entreprensurs and othexs;

11i. Denonstra:ions with the asswtange of obdbile
vans are conducted in order to show artisans ang intending
entreprenzurs the working of me dorn wool-working machines,
Dachines for m3king leather footwear and for smithy eto,

iis, Exbidition or irdustrial f£i1ms of interest ge
to the entieprencurs is arranged at a1} Places,




iv. Irospects for deveiopini particul ¥ industries
in whioh interest is aviacsd ace discussad ropecnally and
in detail and thc industriee Lolding potential for deve-
-lopment from the point of view of available looal
resources as well as gencral narket demand are indiocated;

v. Viaits to existing local industrinl units are
arranged and the current position and problems of the
units are studied and sugiestions concerning .ieasures for
inprovement and expa..sion are expve: seil;

vi. Jchemes for suggested i*ems of manufagture ¢¢
suls the investing abilities of entreprensurs are prepared;

~ wii, Printed pu’blicity pamphlets and priced model
schemes and Analysis & Flanning Reports issued by the
S3D0 are distriduted or 8old;

viii. Entrepreneurs are helped in coupl eting the forun
for Hire Puromse and in the making of declarations, if
any, defors Magistrates,

ix, Varifications are obtained from the Assistant
Directwr of Industries;

X, New Industries which oan utilise idle. plant
ocapacity in existing units are suggested;

xi. The worldng of exioting irdustrial cooperatives
18 studiva watn & view to suggeating measurws for develop-
ant and improvemeas,

36. The inteniive caartigns gave the necessary stimula-
tion to existing and prespeotive entreprenswurs, The
enthusiass thus oreated, it was realimsed, was short-lived
sinoe the administrative agencies which came together to
the door-sieps of the entrepreneur 418 not remain there
long enough to sustain his enthusiasp t4ll he sucossefully
estadlishes his unit and runs it profitadbly. Moreover,
industrialisation of under-developed areas, it was
faareasingly realised, ocould not be the sole responsibility




of industria] administratora, much less of small indus try
alone. Small industry could be a useful instrument for
decentrulised industri:] development but, 1t would be
wastefully ineffective unl ess used in combination with
other means to influencing spatial pattern of development,
Tn other words, efforta are needed for overell 'area
development' by bringing other develormental departments
like agriculture, animal nusbandry, public works, trans-
port, communications, ote,, along with iniust:ies so that
each of the development programmes would act and inter-
aot on each other and set in motion the growth spirsal,
Even within the 'growth area', it is more useful to
congantrate on a 'growth centre! rether than spread the
availadle asd stance thinly over a wide aren,

: industries acts

37. Again, at the all Tndia level, the planning com~
Rission initiated 4n 1961 & hural Industries Projects (RIP)
Programme bssed on the 'ares development approach,

38, It aimed at all~round development of agricul ture,
irrigation, transport, oconmuninatiors, power, sogial
services, etn,, along with industry. The aim and totsli
long=term effect of the brogrimme was to convert the
present lop-sided purely agricul tural comaunity inte
balanced, agro-industrial oommuni ty. |

39 It was 3 Centrally sponsored schene, Special
adminiatrative arrangemaents were evolved at various levels
for its effective implementation, At the Centre, a
high-powered committee, viz,, Kural Tndustries Planning
Committoe with the Neputy Chairman of the FPlanning
Commission as its' chairman was Afrointed, At the State
level a similar advieory committee with the 3tate Chief
Minister as chaiman was set up, At the Iro ject or loeel
level, another committee was set vp, e nsisting of ccngerned
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nepartmantal chiafe at the sistriot level, mainly for
drawing up -lan: :ind superviaing their implementation,
ITn the Jommittees at the three lavels, a numhar 22 nane-
offietnl sneddl varkars were asacaicted ton secure their
co=opera*ion and assistance,

Project arazaniz=tion

A0, A special teanm of officers was appointed in sich
rroject, This consilsted of 4 Project Officer of the level
of Deputy Nirectar »f Industrics in the State, a Planning=
cun=Survey Officer of the level of assistant director, two
aeonmomic investigators and technical extension staff,

Apart from furds available unier normel State Plan bu'gets
and Zvoem irstisuticrel arsenciss, additional nuelens funds
wores provided by the Ten‘re to finance the scheme, Altinugh
the res onsibiliy for fommulation and implementation of
the programme in the nronjeat areas was that of the State
Govermments, the Centrd Sovermmant rovidad overall
guidance and took decisions on .olicy iscues., The programme
in the project areax i3 mainly of nromotional character
such as yrovision of training facilities, common service
facilicies, marketing facilities, credit, purchase of
mﬁohinery, conetruction of worksheds ard working capital.
The programme envisages'proviaion of tachnical aasjistance
and guidance,

41, To stavrt with, nreliminary {echneo=economic survey
were uniertakan in each project area with a view to
aseessing their resourcee, material an well as human,
and also to determine the possidilities :n¢ potentials of
industrinl development., DNevelorment programmes were
drewn up on the basis of the finlings of the surveys,

4%, The “ural Industrivs Programme is in operation
Tor over 10 years 2nd i: now ascepted es an Appropriate
instroment for eventing large emrloyment op oviunitiee of
pernenen: character offering reasonably substantial wage:
%> workas,s in ru-al areas,




Fiscal and yin-ncial Trsentives

47, oxgerience 1as 3:own that Kural Inustries Pro jects
could be utiliced to sustain and develon the cxisting rural
Artisans and set up small-saized industrial i3, While
this was a aubstantial gein, 1t was felt that it did not
ommtribute equally svhatantizlly for the removal of reriomal
imbalances in industrial developmont, ‘}ope ratioul arly,
large an3d mediun entersrisei and the more sophisticated
and biiver amongest th esmall seale units could not bde
induced tn move into tha unier-ievelo;ocd =reas, The more
progrensive new entreorensurs continue to be attracted to
the State capitals, métropolltarg towns, ete, It wis felt
that a more serions effort -.ae racesrcary So attract thiae
%o the umdadeveloped arsas. fop this purnose & series of
fiser]l emd fimanciel incentives were fevised, These
inglude:

1. Outright grant/subeicy amounting to 15 per cent
of the fixed capital investment cf the unit ir specified
Saovard distriots/areas,

it. Pinanoial assistence or easy terms in 231
selacted backward districths by finacial institutions,

i1i. Trensport subsidy eQuivalent to 50 per cent of
thmeport cost of rew materials and finished goods in
sertain specified far off areas,

iv, Liberalised import of machinery and rew materials
for units awnifacturing ftems reserved for smallesgale )
sestor.

¥, Priority in the Supply of wechines on hire-
Pusrtnes By the National Small Industries Corporation,

44, Tn Orimea State, four distriots out of 13 have
boen ooversd under this schem®., Tn the oountry z;s a whole, 227
distriots have Deen brought unfer this 3shene,
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4 New Jimension *c the sroblem of 2nirepreneursiip

45, Tr the noonehiire, the rising unemnloyment amongst
the educated classes, rarticulzrly the tecmicnlly-
adpga+el, 1ws given 4 new urgenay and 2 new dimenzion to the
problamg T+ wes reralised that the educnted unemyloyed and
the technically experienced could be developed into entre-
preneurs pmarticvlarly for the small scale cector. To
achieve this, however, it is not mere stimul:tion of
entreprensursiin, it slco 1+s snstenance till the motivated,
proanective cntrepreneur bhecomes an acturl industrinlist
seemed necessary. [, scheme of enteprensurial develonmen?t
was, therefo:‘é, ud*)pte'd during 1067-€9,

46, Te entrenreneurial devslopment vrogramme started
with training of engineeras for entreprrencurchip., The
training nrogramme aimed at stimulating en*rapreneur:ship,
mo tivatine $he prnspec ‘ve enirepremevr:, guiding tlem in
selecting a project line and preparing a feasibility
renort, and assisting them in obtaining financial and other
fasilities Tor 3eitins u, 2 unit, The IINC was given the
responsibili+y to imvlement thir orogramme. Taue, starting
witih gtimul «tion of entrepréneuriiiny the programme hae
gredvally aoveraed 11) stepe necz s .oy teo put the industrial
it on ths rrowl and rcesnonsibility for it n=s been taken
by o Singie svengy. T™e prograume was tLaken up al1l over
the cozmtfy and training courses were st-rted at all SISIa
and some other irteresied inatitutions,

ELfQrts ot th2 Utate Leyel

A7, Wile the entre-reneurshin develommen* (training)
progroame s initiated from the Centr:, var!ous States
have taken the initiativ~e *» cvolve their o.n entrepre-
neurial development programmes in aidition to the Gentral
progromme. TN this aonnection, the experiments made in three
States, viz., Jujarat, .ndtra DPradesh apd J¥ are simificent,




Fuirat,.*

48, T™e Gujirat entrenrene 'vial developmert progriunne
is inteni=! to develop entreprenenrs frow employees,
vorkers, merchants, graduates and 211 tlicec whke have an
jdea o  what they want to manutacture and have the initial
motivavion +o iaplement tieir ideas, A growing, continuous
supply of new entrepreneurs who will take up small and
medim-sised industries offers a remarkadly single solution
for sany critical problems such as finding productive
enploymet to educated unemployei, dispersing economic
opportuni ties to a wiaer clas« anl accelerating the rate of
ecomie, growth,

49. An entreprensurship training prograsme was developed
to provide a contimwus stream of new entrepreneurs, It
provides for guidance to the prospective entreprensurs on
nelsction, fimanoing, establishing and efficient running
of their own industrial units, The trainees are selcoted
after elaborate tests for eatreprensurial identification,
Thens tests are specially devised for the programme by the
Behaviorel sScience Centre, New Delhi and explore in depth
the candidates' achievament motivation, dec.sion making
capaoity, risk taking ability, inner fears, capacity to
Stand pressure of competition and uncertainty, etc. The
training is spread over a period »f 9" lays and includes
theoretical and preotical training. The participants are
advised to contime their existing jobs during their
“raining period, They havs tc davote only three hours avery
day to the training programme, The participants are required
to pay a tocken fae of %, 30/~ for the entire programme.
During the training period, the participants ave ¢1v§n ample

%Gujrat: With an area of 187,091 square kilometres amd
a populution of 26.60 million Guirat State .is
situated on the western cpast of the Indian
peninsula,  Gujret ir rich in mineral rescuroces
and oil and natural gas, The State has been
well Jomown for its textile industry, Other

_ major industries include general anl electrioal
engineering, vegetable oils, chemicals, soda ash
and comnt, The State rac 46 socts, one
bveing rz)rr, ewrhy medium, tweniyethree minor.




onpoctunity to visit factories nnd develo» their own
project ideas intn sonerete iavistnent propoczale, They
conduct market studies, collect Infarmation :n'prices,
demand entin.. tes, vaw material quo*t~tions, ete,, tor the
nroduct selected by them and mseet the nsrzanis-tirs am
individuals who have 2 “and in enablinz them to imnlement
their projent: successfully later,

50, nn analycis of the varticipants in the firsi four
teaining courses onnducted uncder this schame disnlosed
that 45 per cent of them were rmplo.:23 with sovnd product
ider inecluding technical know=how and ssu: years of
experience; ~nother 22 per cent were technicians with a
good idea abdbout the nrodist tut 1ittle or no rractical
experience, Merchonts, salesmen and other categories
agnyur.iel for the other 27 per cent of the candidatee,

-.‘:‘ime the whole procsromme was intended for the uducaied
unemployed, the bhulk of the canlidates = over 88 per cent
were irwm from these claa-e-,

31. .. 3pecial feature of the programme is that
i% is not reatricted x> the o?uzited unemployed only, but
¢t §¢ zims at recrutting, stimuluting &nd developing
ento:renewrs from all categories, including thosz dready
emplryed, + Tn Gujrat, the emphasic i5 on setting up moderr
emall scale {ndustries and mediun sized indvatries,

Ardhpre Proiash¥*

52, "Tie schemes encouraged hy the aAndhra Frad:zsn fovern—
gent for elucatel unenployed are mostly 3:21f-employment
sohemes., The units are zemerally smaller in size and
inclu?: many businsnnas like tailoring, laundry, cycle

#Andhra Pradesh vith an avea of 274.774 =qua»2 kilometre3 awi

1 papulation of ahiut 43,.3¢ millicn {: the 712+ lorgest

apd foarth an st papulsus state in the Iriian ''nion, On the
Sastern side of the State lies aprawling cost line of nearly
1,000 “iloretrcs, having a chain of 10 rorts including the

famons Visaikhapatnam (Vizag) harbour. The State is endowed

with rich mineral amd other resources, ret its economic growth
has all the characteristiscs of an underdeveloped ares with accent
on conventi.nal agricultural and allied socupations, However, as
a result of several measures taken during successive Pive Year
Plans, a namber of major industries, 17 - she public as well as
;rivaf:o sectore, have come to be established in the State,
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rikshaw, type-wirdting institutes, Photographic studies

etc. Besides, small Scale units te manufactu re suoh sophis-
ticated items as tape recorders, record changers, mioroscopes,
eliminators, cyclinier liners, industrial conductors, eto,
eto. are aleo éncouragad., In the gelf employm ent prozramos ,
the financial institutions are involved from the beginning °
and participatein the Serutiny of schemes and they acoept
responsibility for finanecing the entrepreneurs, The
s86lected entrapreneurs are thus given viable schemes for
nel f-employment together with a gwirantee of financial
assistance fiom the selectag financial inst{tutions. This
i8 followed hy a training programme to give necessary
management orientation to the S5eleated entrepreneurs,
Izplementation committecs are established at different
Places +tp follow=up the progress of tha different
participante 111 they actually se< uy and brerin to run
their industrial units,

Jamma & Yashnir"

53, Mhe Jimau & Kashuir !‘roire«rnment have initiatcd a
self-employment brogramme for the educated unemployed to
sover ahont 4,000 ersons per annum, Under the pProgramm ,
the educatad unemployed are given finmeiul adsistance to
8et up their own enterprises connected with agrioul tural
industries, handicrafts and trading, The selected, prospec-
tive entrepreneurs are Ziven training, technical Imow=how,
machinery, raw materiale and marketing support., As an
incentive 29¢h berson covered under +he Orogramre 13 given
& monthly stipend for a period of one year gr more while he

* Jammu & Kashmir, the nocthern-most ~tate of +he Indian
‘nion, is one of the largent Zt.tes sovepin. £ _area of
222,870 84, Kms. with n popul aticey 0f 4.6 mil1lion." More

than 20 per cent of the population depends upon agriculture,
Mineral dep:si+y 1ike coal, lignite, petroleum,leaq, zine,
copper, maganese, iren, graphite ete,, aseu~ in the State,
The tate is vated anong the 103t vuchuami »pen- of
from the pnint of viw of industeial davelopment,

‘he country

_ ;“i
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is under tra:ning and =ettine up “i8 unit. 'The en trepre-
neur: are pvt tarongh an entreprencurial develooment
courses and then helped in preparing feasibility reports
for the items selected hy ttem., The banks ave actively
agsocintel in this vrogramme so tha+ finmnecial assistance
could be enmrure: for the new units, Similarly, other
departments which supsly inouts like land =nd building,
machinecy and equirmznt, raw materials, power, etc, are
associnted with the scheme from ¢ besinning,

54. The JaK scheme is intended mainly for the small
entrepreneurs for sel{~omd)o ment in small industry,
handizrafts, trade and commerce,

Pagkage of Consultancy Services

55. The Bntreprensurial Development Progremse is
continuing and is heing further intensified during the

- FLLth Plan seriod (1974-79) o meot the oroblem of

increasing unem» loyment amonget the educated glasses, Tt
would, theref,re, be premature 2t thic stage,to assess +he
programme recentily launched =t +th2 Sont»al and State

levels, The limited experience discloses, howaver, that
stimul ation of entreprencurship by itself is not sufficient,
Tite 'stimlation' vrosremme has- to be backed up by adequate
industrial extension =2rvice which would pay continuous atten-
tion to the entrepreneurs, help them in their efforts to
mecure all facilities required and guide them in establishing
and running their fuctories, In other words, ‘stimulationt
has to he followed by ‘development' of entrejrensurship,

To froilitate shis, a programme to provide *package of
consultanoy services' to such ontrepreneurs is mooted and
will be implemented vigorously during *he Sth Five Year Plan,
™e susence of this !package of consultuncy services' is
that the existing administrative p-ocedure for giving-
ensential facilities to sm=zl1 entrepreneurs, including

power, water, cacliinery, accomirodation, rew materials,
finance, equipment on hire purohase, etc., will be reviewed




and provided through a single, suitable azency at the
State, wegiomal and, wherever considered necessary, at the
Listrict levels, so tha:i the small entre preneurs do not
have to approach all the individual agencies concerned with
such facilities. In order to facilitate begter inpleaenta~
tion of the programme 0f industrialisation of undexdeveloped
areas, it has also baen decided to give special attention to
provision of infra-structure facilities like power, water,
transport and communiecations, industrial aoccommodation,
industrial townahips, eto,, at selected growth centres so
that new entrepreneurs aight come up there in clusters, in
the form of industrial estates,

56, 3timulation of enfrepreneurship, important as it is,
oavnot deocome fully effective, unless {t {s well co~ordinased
with anl Decemes a part o f an over all programme for
industrinlisation of the wnder developed regions of Ny
cowntry, .







