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one of the most striking festures of Irdia's process
of industrialisation 4s the spoctacular growth of its small
scale industries. In terms of the number of units (2.82
1akhs in 1972 registered with the 3iate Directors of Incusg-
tries), contribution of value added 1% manufacture {33% of
the national total) and employment (47.% of the total induu-
trial labour), these industries occupy a significant position
in the landscape of Indian industry. Added to this io a
diversity of product range and sophistication and a fair
dispersion all over the country. The growth of thesge indus-
tries has had a cause and affect relationship to widegpread
ontrcprimurial development in India. All these results ars
in considerable measure due to governmental support and
individual initiative. Mergers, it may be gtated at the

outset, have not been a significant contributory factor.

2¢ Mergers could arise out of a conscious and voluntary
decision of the parties concerned in order to derive parti.-
cular eoconomic, financial or other benefits o' could be
foroed on one of tha parties due to one or other handicap.
Margers could be between smell units and large units or
between small units themselves. To what extent such mergers
tske place will dspend on governmental policies as well as
individual motivetions which get thu paramsters, so to spoeak,

Zor this process.




Government Provigiong Relut ing to Meraers

3. Prior to the enactment of the Monopolles and
Restrictive Tride Practices Act, 1369, the Government had no
specific policy towars i{ndustrlal integration and mergers.
Government had neither expres-ly favoured nor disapproved of
such combinations as a matter of policy, and under the
Companies Act, irergers or amalganations were left to the
initiative of industrial urits and to the decisiona of
courts on merits. Certain industries like coal, iron and
steel and banking, however, implemented schemes of amalgama-
tions and mergers at the instance of Covernment as such a
step was congiderad heneficial for increasing efficiency.
Similarly, formation of joint deals and export trade assoclia-
tions was also encourage¢ by the 3dtates Thus the e conomic
advantages of rationsl combines were not lost sight of even

in the absence of any clear nolicy enunciation.

4, The Industries {Development & Regulat lon) Act, 1951
through a recent amendment and thic Companies Act have provi-
sions to facilitate and regulate industrial re-nrganization
and mergers. Section 18 FC of the Industries {Development &
Regulation) Act provides that in the case of an industrial
undertakir’ the management of which has been taken over by
the Government, on receipt of a report on the affairs and

working of the under:aking, if the Government are satisfied

that (a) in the interests of general public, or (b) in the
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interests of the shareholders, or {(c) to secure the proper
management of the company owning the undertaking, it is
necessary so to do, they may, by order, declde to prepare a
scheme for the reconstruction of the company owning the indup-
trial undertaking, 3ection 395 of the Companies Act, 1956
provides that if a scheme of merger ls approved by nine-tenth
majority of ghareholders, it shall be binding on ali. Section
396 empowers the Governmant to compel two or more companies to
amalgamate in the national interest. In case the schems of
merger involves re-issue of capital, approval of the Controller

of Capital Issues is also necessaary.

5. The Mohopolies und Restrictive Trade Practices Act,
1969 for the first time vested in the Gentral Government. the
authority to approve or disapprove or msrgers or amalgamation
invo..ving companies which are ocvered by the provisions of the
Act relating to concentratlon of economic power. One of its
important objectives is to regulate mergers and expansion
schemes of the larger houses. 3chemas of mergers or amalgama-
tion of an undertaking vhose aspects are not less than Rs, 20
crores or an undertaking which is sither a dominant undertak-
ing or which after the proposed merger is likely to become
such, require approval by the Gentral Government under Section
27 (2) before the court can sanction theme In approving of
the merger applications, the Osntral Government has to take
into account all matters which sppear in the particular




circumstances to be relevant and, among other things, give

adequate conaideration to the n:ed, consistent with the

general economic positivn o the —ountry

(a)

(b)

(c)

(a)

{e)

(£)

(9)

to ach.leve che poduction, supply and distribus
tion, by mut effi~rleat end economical means, of
goods of such Ly 2 and qualities, in such volumes
and ot such prices zo will kast meet the requiree
ments of the defence of India, and home and over-
seas markets;

to have tha trede organised in such a way that
its efficiency is proyressivaly increaged;

to ansure the best use and distribution of men.
materials and industrial capacity in India;

to eifect technical and technological improvee
ments in trade and expanalon of existing markets
and the opening up of new markets;

to encourage new enterprires as a counteracting
force to the oconcentration of economic power to
the common detriment;

to regulate the controvl of the material resources
of the community to subserve the common good; and

to reduce disparities in development between
dAiffarent regions and more especially in relation
to areag which have remained markedly backward.

Sovernment Policies Reloting to Suall Industries

6, Governmant policies in India have a subsgtantial bearing

on the scope for mergers, or rather thelr relative absencs, in

small industries. 8Small scale Jndustriag are defined in India

as those with investments in plant and machinery of the equive-

lent of § 100,000 or less. A vhole set of promotional measures

relating to finance, merketing, etc, support the entreprensurs
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in this sector. Similar moasures oxist for cottage industries
and ocooperatives, Side Ly side, regulatory measuras provide
that the field of rnaall industrios rvemains that of the small
man and not of big business. In its anxiety to p-event concen-
tration o7 economic power, the Govermment regulates growth of
large business houses and believes that the active growth of
small industries would countervail the trends towards conocen-
tration of economic power. The Govermment's Industrial Policy
Resolutinn, 1956, stressges the role of cottage and village and
small s-ale indusciies in the development of the national
economy. It goes on to say “«... the aim of the State policy
will be to ensure that the decentral ised sector acquires suffi-
client vitality to be self.supporting and its development is
integrated with that of the large scale industry. The 8tate
will, therefore, concentrate on msasuras designed to improve
the competitive strength of the amall scale producer ....

Many of the activities relating to small scale production will
be helped Wy the organisation ~f industrial o--operatives.
Such cooperatives should be encouraged in every way and the
State ghould give congtant attention to the development of

ocottage and village and small scale industries.”

Ts There iz thus the specific and declared policy of the
Government to ensure that the sndll scale sector does not

becoms the hand-maid of the large business. While small scale

units can be set up by all entrepreneurs without an industrial




licence, larger houses and foreign companles are specifically
restricted from doing so without any industrisl licence and if
they apply for a licence they are likely to be refused one.

The licensing reguiations as such do not at present specificale
ly prohibit the purchase of small units by large ones, However,
administratively the procedure for registration of the small
units with the Directors of Industrics in State Governments
which will canfer on them the facilities for raw materials and
other support, specifically discourage the association of large
units, It has been specifically stipulated that units coming
under any of the following categories shall not be entitled to
any special assistance under the small scale industries program-

me ¢f the Governments

a) where the unit is a subsidiary or assoclste of
a company which does not come within the defini-
tion of a small scale industry;

b) where a considerable portion of the unit is held
by one or more firms which do not come within the
definition of small scale unit;

c) where the financial tatements of t'e unit
reveal considersble intex=locking of capital and
loan funds betwsen one or more concermns under the
same management and where the loans finance only
thz:c transactions without any production of the
unit; or

d) where an advance has bsen guaranteed to the unit

by big industrial units or persons possessing
large means .

8. Another significant feature of Govermental policy

is the reservation of a number of products (at present :177)




for further development exciusively in the small scale
aector, In these product lines, large units cannot be

aet up afresh nor existing ones expanc.., unless in either
of these cases there Is ar export obiigat 'on of 7% of
the production, In these product lines, therefore, small
acale units tend to remain by and large small, In other

product lines, the small units can grow bigger in the

progess of normal growth but instances of this type are
not in practice particularly large,

mtrepeneusial Motivations

9 Entrepreneurial motivations also act in ihe same

direction. The constellatios of govermmental policles is such
that there are some advantages in remaining small., The need
to protect small units is felt in such a weasure that a

Committee which recently went into the question of drafting
special legislotion for smell units gvolved & sub-category
of units called tiny units with investments of roughly

$ 13,000 or lesa in plent and machinery, In such cir-
cumstances if the owner of a smgll scale unit wanted to

reinveat his earnings he might rather etart another

small acale unit than expend the existing one., 8Socie~
cultural attitudes sre such that there ia a sense of
individuglism and confidentiality abo't the operations of the
individual small units and hence the possibilities of mergex
or collsctive action are relstively limited and confined to
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sltuations where such collective action becomes a condition for
survival. It ghould be remembered that as digtinct from mergers
in large units which are largely corporate mergers and hence
impersonal, mergers in small uniis are often a highly personal
affair where the Jeaderchip and sense of participation of one

of the parties to the merger suffers a sea-change.

10. All this wculd show clearly that it is not possible to.
look for mmrgers in the conventionel sense of the term in the
Indian context. 1In identifying what forms of collective
action have taken place in the small gpcale industries in India,
it is necessary to begin with a clear understanding of what
the advantages of mergers are. Merger of units with a capital
squipment of relatively unsophisticated nsture cannot result in
technmological economies of scale except to the extent of better
production planning and control. Advantages could however,
arise from better viability in r~gard to finance, purchase end
sales, raw material needs and utilisation and research and
development. In these fislds small size has definite dis-
asdvantages and it is therefore in these fields that the motivae
tions for mergers have to be looksed into.

11, In regacrd to the functions just now enummrated there
could be an integraticn or a partial merger to off-get the

functional disadvantages. This ~anh occur through gde
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support or inter-firm action., Governnent provides supporting
services in terms of testing facilities, finance and credit
facilities etc. The formation of apex organisations of co.
operative socleties for purnoses for market ing etc, have also
a similar effect of compensating the weaknesses of esmall units
in regard to economies of scale. Apart from govarnment action
there are occasional instances of intar=firm action in regard
to marketing, R & I, etc., vhich are the best possible approxi-
mations to mergers in the Indian scene. The experience in
India in regard to functional mergers is described in the
following sections !n regard to (a) consortia (b) coojerativea
and (c) ancillary units. The first two involve intar—firm
action among small units themselves and the third involves

inter-relationship between large and small units,
sansortia
12, A few cases of consortia have come to notice and a

significant one in this respect is described below in detail.

13. Until 2 decade ago the manufacture of radio receiver
sets was entirely in the hands of large houses. A small
industry unit was licersed in 1962 to manufacture radios. Its
capacity was limited to a mere 300 pleces a year. The tachni-
cal know-how and spares for this manufacture were to be import.
ed from Japan, but the collaborating firm refused to agree to
a contract unless 12,000 sets were manufactured. Besides this,




the local unit had also the problem of procuring ‘he necessary

plastic cabinet moulds in the home market, as the price not
only ruled high at the time but the supplying firm insisted
that the minimum demand for cabinet moulds shouid be at least
5,000. Four years later three manufacturers located in Aif-
ferent parts of India formed into a "consortium® with an
aggregate capacity of 10,000 gets. In the consortium, the
units together were able to manufacture more radio sets with
the imported spares as the position had eased and components
became more and more indigenous and easily available. One of
the partners in the consortium, which could not earlier
afford a qualified engineer, was able to recruit one at a high

salary now. Production of sets increased.

14. At this stage, the three units were given licence to
manufacture TV sets. They practically stopped making radio
sets and were able to switch over to the manufacture of TV
setg without encountering much difficulty. Two more unitsg
that were also licensed to manutacture TV sets joined the
consortium in 1972, One firm withdrew immediately (for
reasons unknown), The consortium of four manufacturers
worked amoothly till the end of the year, but one of the
firms broke away cn difference of opinion and started its
own production,

15, The consortium was not, however, affected. The
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remaining three firms were soon joined by four nevly licensed
small firms located in different parts. The consortium at
present, is the largest manufacturer of TV sets in the country
with a production of 3,000 seis. The consortium has, at the
beginning of 1973, sct up an Electronics Research Laboratory
where the technical know=how is developed and improved and is
available to member-~firms at the royalty of one per cent on
production or a lump sum payment of Rs. 25,000 (about § 3, 300)
per company.

16, What were the advantages derived out of such a consor-
tium? The foremost advantage i3 in the technical area. The
consortium has been able to have its own research facilities
which individual firms cannot afford alone. Sacondly, there is
& commor: brand name under which the products seek to capture
the market. Thirdly, the consortium has the advantage of
retaining a sole distributing agency, which arrangement
obviously saves the individual firms from high ddstribution
costs. PFourthly, aiter~gales servicing becoies not only more
ebtficiont. but less expensive. Fifthly, advertising and publi.
city for the product is done in the common brend name and the
cost of such sales promotion efforts come to about 4 per cent
of ex=fuctory value of production. 8ixthly, there is financial
advanteage in that economies of scale are poasible, and al-o the
mnrbers have better access to bank loans. Expertise that i
svailable with one member-firm in the consortium is accessible
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to others which do not either have it or can have it at a high

price,

17, The consortium is managed by a Board of Directors on
which each member-firm is represented. The poli-y pertaining
to several aspects of the congortium is discussed in the Doard
mset ing. The fundannntal.and binding factor is wnanimity in
decision-making. The leading partner and promoter does natu-
rally have a "leading" voice in decisions arrived it »md thus har

a £final say in policy making,

18, It is of interest to notice that, of the 4 new members
of the consortium, three have been provided with the required
know=how, but allow:d to sell their product under a common
brand which 1s differont from that of the (parent) consortium
The fourth member-firm is a joint sector company promoted
Jointly by a State Industrial Development Corporation and the
consortium, This company has financial collaboration with
the leading partner in the consortium and the collaboration
for technical know-how is with the research 1aboratory set w
by the consortium.

19, The ressarch laboratory claimg improvements of eleoe
tronic valve circuit by introducing hybrid circuiting with the nee .

of Tt ('Intspa&ti Cirmit) A farther advanoe has now taken nlace in the

research laboratory by transistorisation of hybrid circuit inte
a1 all so0lid state circuiting. The laboratory has also produced
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an all-chamnel tuner which is distinct from the multi-channel
tuner and has developed hoosters for increasing the strength
in fringe areas of TV transmissions. This is an instance of

vhat a cooperative andcavour arong gsmall unit.: can achisve in
the field of technology.

induatcial Co-ppaxativas

20 In India there has been a significant merger among
skilled workers, artisans and craftemsn and small industris.
lists in the form of co-operatives. It igs a form of organisa-
tion capa-ble of attracting particularly the small men, ‘The
sncouregement of co-pperative form of enterprise in the field
of industry iy a matter of national policy.

2, Industrial soviperatives in India have been organised
in Aifferent circumstances by different groups of persons e. Qe

(1) Aartisans and craftsmen in traditional industries
normally prefer to work in their own cottages
but tle irtroduction of improved tools aend tech-
nigques has necess'tated their working under g
comoon shed, as has been the casc in soms oil
pregsers cooperatives.

(41) 8pecial assistance, conditional upon their form.
ing such a co-operative, has acted as an incentive
to some groups, €. 0. handloom weavers.

(144) In the mechanizod industries there are gom
societies formed by factory workers as s result
of strike or retrenchment; br e e an
sbragive co-eperative st Uran in araghtra or
an ungineering workers'co-operstive soclety at
Calcutta.
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(iv) Some sccietiar have hoeu formed by factory workers
who belonged to different factories but were
anxioug to hava their own production unit controle
led by themgulves and, therefora, came together in
a cr-opurative organi-ation, for ~xample, a hosiery
cooperative at Ludhi-na.

(v) Thera are a few cases where former entreprensurs
have preferted to counvert thelr concerns into work-
ghop ~-nvneratives o/ thig type. A chalk and pefi=
cil manufacturing -~ ~perative at Delhi and a light
angineering - -yperative at Rajpura are examples of
this tyne,

(vi) 3cme societies have been formed by trainees of
technical institutions while in some casea govern-
ment production-cum~-training centres have been
converted into ->nparatives, ¢.g. a bolt and nut
w-eerative at Sriperempudur @ a carpentry and
amithy ~o- perative in Tripuras Amongst technical
institutions there is a case of unemployed
engineers forming a society e.g. Kerala techni-
cians' engineering -s>operative for manufacture of
socooter in Kerala,

(vii) A fow socicties have been formad of persons who
were entirely untrained, the job of training as
well as production thus falling on the society.
Match manufacturing and other co-eperatives
organi- ei ‘by the Central Social wWslfare Board are
examples of thig type.

22 The megnitudes of this form of ~eperation will be seen
from the following table -
Type of No. of No. of Working Sales Bmploy-

Society Societies Members Capital (Rse neat
(Lakhs) (Rs, Mi11 ion) (Thou-
Mllden) —aand

I. Societies of
Treditional
Artisans and '
Craftsmen. 40, 785 28,7 1723 1556 791

X3. Socisties of
Norkers and
Small Indus-
trial i‘tlo L A 1.7 Jose 89 éo*




Type of No. of lioe of Working Jales Bmploy -
Society Societies Members Capital (Rs.Mil- mant
(Lakhs) (RseMil- lion) (Thou-
1ion) sand)

III. Societies
of Produc-
ors of raw
materials. 1,453 2569 N. A,

Industrial

Cr-gperative
Banka, 27 O¢ 3 187

*includes industrial estates,

23, The bulk of the traditional artisans c-.pcratives
belong to the category of production-cum-sales societies.
The members mostly work in their own cottages, but on
society's account. Very few of them like to work in common
sheds, Where, however, modern tools and implements have

heen introduced, the members start working in the society's

workshop, as happened whan powerlooms were introduced by

veavers' socleties. Workers trained in modern factories have
shown keener interest in the establishment of workshopes

usually owned and operated by them.

24, Some traditional craftsmen prefer to avail of only a
few services of the society and continue to bear the risk of
production themgelves. They have organizal a few purchase
and sales societies, some of which have also establ ished
common facility workshops. A few supply and sales societies
are organised by small industrialists. There is a good scope




for vrganiration of ger-ice socleties of small industrialists
which could provide them supply, sales, common orkshop and

similor other facilitier,

25, 151 socleties have hecn organized by 12,000 small
industrialists for getting up cooparative industrial estatese.
There are twc types amongst them (1) those that develop land
and leave it to the memker to construct his own workshop and
(11) those where construction Lr undertaken by the society.
lore progperou:; members are able to gain from the firat type
but the poorer members f£ind it difficult to get their sheds
constructed by themselves. The gecond type of industrial
estates which are more numerous particularly in Maharashtra

have succecded better,

26, Co-o peratives can thus be formaed among workers as
well as firms. In the marketing field apex c+~aperatives are
formed among the smaller co-operatives themselves. There are

many such inrtances ¢f apex co<perativas in Indd .

ancillasy Industriss

27, The large and small-scale indugtries are to a great
extent inter-dependent and contribute to each others' pros-
perity. On the one hand, small-gcale industries turn out
products on the hasis of basic materials like iron and steel,
aluminium, chemicals, etc., produced in large-scale units,

On the other hand, large-scale units buy components, spares,



sub-agsemblics cto, from small units to manufacture their
final prcductee It .3 generally felt that interdeperdence

of this type ig very esrential and should be fostered for

the sustai 3d growth of the sm l).-3cale sactor. Such a
relationship has been woridng with success in some of the
advanced countrics especially Japan, U.8.A and U.K. For
example, 1in 1966, about 53 p2r cen: of all medium and small-
scale onterprises in Japanese manufacture were subcontractors

to a greater or a Jessar exteat.

28, According to egthimates made by the Small Scale
Industries Development G-ganisation of India, although shout
11,000 smalli-scele units vera reported to be supplying parts
and components to large unjts, only about 400 units had so
far been registared as anciliary units. about 200 large
units obtain supplies requlerly from ancillary units., The
dopendence of autamnbile ranufacturang units in ancillaries
is congiderable, aay from 40% to 70%. In particular, 17
public mact >r enterprises and private sectc * enterprises
have ghown cornsiderable interest and development in this
regard. The Government has icentified 16 industries whare
the scope for ancillavics e maximm and neads to be pur-

suad with vigour,

29, dpace would not penni: us to recount in detail the
various measurcs taken Yy the Government for the promotion
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i As regards public sector units, the experience of
Hindustan Machine Tools (HMT) will be described. Before it
is done, it will be ugeful to take note of the general guide-
lines issu.d by Governmment to .11 public secter erterprises
for the development of ancillaries i

1. Bvery public sector undertaking where ancillary
development is possible, should set up an anci-
llary division and designate a senior officer
primarily re-sponsible for the development of
ancillary units.

The public sector undertakings would identify
items which could be farmed out for setting up
ancillery units in and around the undertaking
and to specify imported items for which indi-
genous capacity has either developed or could
be developed,

The public sector undertakings should also take
upon themsge)ves the responsibility of develop-
ing ancillary industrial estates in co-oparation
with the State Government authorities, who would
provide the basic infra-structure facilities.

The public sector undertakings should also come
forward to help the ancillary units with the
scaros indigenous/imported raw materials and
also to provide neocessary technical knowshow 80
that the parts and components could be manufac-
tured to their spe-ifications.

There would be an understanding between the
enterprises and the ancillary units regarding
prices, the poriod of validity of contract for
supply of the various parts and components and
also a reaspnable period (90 days) during which
payments would be made to the ancillary units,

kN The HMT Industrial Estate at Bangalors covers an area

of about 20 acres and consists of 50 workshops, 27 of 'A' type;
18 of 'B' type and 5 of 'C! type, besides amenity buildings
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1ike an administy it ici block, C© Atedtl ancillary units' co=
operative soclety ot £-ch workuhop acvomnodates an office,
show=room, wcrk florr anc secvrices. The 'A' type have a
covered acea of 3 C0U 3. Tty the 5t type 1,500 3q.fte and

the 'C' type 4,300 £cleitle

3. Each unii has heen allotted with specific products to
be sub-contracted py 'NT and thesc unitc have been planned by
the entreprconeurs ‘mnder tht cechnical advice of HMT on the

requirements of machinery cnd equipment, Iloor space and lay-
out, raw material, labour, fixeli and working capital, techni-
cal know-how, etc. The items catered by the ancillary wmits

to HMT can be classified generaily into the following groups ¢

(a) sStondard and Special accessvuries to be
supplied with IMT mach inas.

(b) Non-ferrous cautings - aluninium and
bronz? ior components.

(¢) All types »f standard fastorers and
other standard part3s recuired for manue
facture and assembly of machines.

(d) Blectrical items su.n as brake magnots;
control Lransformers; coolant groups
etce required for assenbly of machines.

(e) wWooden packing cases required for pack-
ing and despatch of machines and accea-
sories.

(£) Some of the components of HMT machines
aither for processing all manufacturing
operations or sub-cperations. Orders
for such components/oparations are placed
orly in special circumst ances whan sither
facilitios are not exist.ng or there is
shortage of capacity to nrocess them in
HyE £actorye.




M, OnE O Lre suy. aif ™. Ll QUL e L st © el by
HMT while swice’ ing of entrorscnoar o b o b Jveutd ™ teche
nieally conperaiay Lo b ondln tne T ICE A ¢ IO R LR ¢
component: an' &orajLorien sain Anm 1ncgnny L smtboc Tt
entreprecagr s A Leconscton with a bigad condndicts Llve and
fingncicl kuevladge of ruanlrg a small Yaginann ud hence
preforen=s han e u miven o 1L amployec:. . W ohar
oconsidernd in it. selec.irn th2 ratirec pucid: -V .8 wita
merdtorinug ser-.cc in o Govertmw ot s an Leadgtod oy

competent cr.jinec's te run cnall gcaly il oorang g it ordee.

as. The approach of MMl #n ansislin, the 7w DI UL R TS I
i that thay dc riwudcs ssenighar s Lom ‘he parcl . organi -
tion to conduci thalr ool s avirtos ol licwelat, tios
assistance ghoulcd i@ ras.ricted ondy o, oocetoan proiod
indtially . g aual iy Mpeou £l 2T conulu oo A zoontin. o
as othorwir:, the uciliuy wndie il Jepund apen e parent.
organisation . s ey sihing tev reulire i weulr.
not only .ar.age the buzdan rerpousinilit ;. Ha the Jarent.
organi-.tion Lut also kill the tuitiat tvo nd entoririne of
the entrepreudurs znd .agke ther inomnpecut t. wur their units
by themselves. ‘lonwvern In sread whre ey Fanrepn iYL are
not expected to he g8l £~ uffldony, Lo pultent organi.stion

should rend:r thn isslotance,

3s. Tha follouvins racilities love keen ext3niag e Lhe




ancillary ual’l - b

(i,

(11

(111)

(iv)

(vi)

(vii)

(viil)

+1
.

cog ol orhcheps with offilce and vith
1w Ao Farilities and aczesn roads
Y roenongole sAants

Setononon Anososcurang hire purcha.e facili-
oo oo e Daldnbal Snoll Tndugtoiern
frpLcration o he extont. nf 95 par canu o7
the pareians of wchines e¢nd equipment cepad~
bre in the nais ycarly ingtolmente at 6 per
ce . lnbore st

Liagsor oo matorlalys an? cechor maten fals which
ar: obiZicutt ta procusc din the fndigenols
marke!. are aaie vallable to thea ot Look
value cond racavered L[oom their ».1lse. (In the
tnitiel perind for siwut 1 te 2 oare: all
raw i1toriole werce avpplied by IMI on credit).

e echaiell secvicez ave froe in the sonasad
thae T hove [ tatlioned a manmaar with all

cars .o facilities such oo Production Plannings
Proa wgsi Jvality contrody Inspection: <ta

e 1o o f ~ue shift  ond by WMT for on® year
feom the Tl of cormdssiondug the ancillary
vadtr aad cter.. ftor work load o the max imum
et . nousible with full Jiverty to take up
g L ware L8 denired,

Fomiinciey for ineplint cralning for the
aaplo/2e ob th: eatreprencur aro provided in
1fl “vainlne centre at a nominal chacge £
Ru. €0 /e pic¢ traine : oec month irgiead of
Rie 203/- -or wonta as s chargod .oU any
6t rlderss

Produst iwon £3cvices such as weolss jigs and
finvenmse; heat treatmeit ana tool room facl~
134423 a%c, arc mada avallable tc antropreoneurs
an r.qu-st. anl the aire charges for providing
the sam: ure recovered from their bills. This
{s to ralteve the entreproneucs from invest ing
the 4y woridng capital ‘n these ltems.

crod L Faedilicies and finoncle) assistances
(Th.r Icwever lLas baen stopped now in view of a
rrcessicn for PP as well as due to the fact
th¢ the units ere sufficiently old and can
“eck credi facilitics from Benks)e
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Prompt payments for tne supplies made by the
ancillary units to the maximum extent possible.
(x) The pricing formula adopted by HMT for its

ancillary industries is quite attractive.
a7. Anong large units in the private sector, thaere are
some significant examples of gound ancillasry development,
This needs to be developed further in more large units and
on a sound and sustained basls. Two trends may, however, be
ment ioned in passing. 1In some instances, the ancillaries

are developed by the friends and relations of those who run

the larger units, Sometimes small units produce goods to

specifications laid down by larger firms, which market them,
and thus overcome their weaknesses in marketing. This
happens particularly in the field of shoes. Another trend
which has developed fast in recent years is the marketing by
oil companies in their £1lling stations of automobile spare
parts purchased from amall units,

s|anclualon

Ja, ‘fext book mergers are thus few and far between in the
Indian scene. A combination of the impact of Government poli-
cies and individual motivations has contributed to this result.
Mergers are mainly functional, particularly in the marksting
function. The experisnce of India in regard to consortia,
co-gperatives and ancillaries has been described above. The
sbgence of complete margers has neither inhibited the growth
of small scale industries nor accelerated it,









