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Balanoed davaleopment of Aifferent parte of the country,
extension of the boratits of sooncmic prvgress to the less developed
regions end wide-oprecd 3iffusion of inlustry have been smonget the
major objectiun of India's Mve fear Plans and industrial polioye
Lac.ingly, proccaures for senurdng a ba.enced and oonxdinated
devciopoeny of the induetrial anl agricaltuisl econonies in each
region tave cortimied to fomm en integrel pert of the succeeding
Plane. Cartain spocisl schemcy and programcs for the purpoes hawe
slso been takea up from time to tinee For promotion of industries
in selected indurtriclly beckward distrivts, schemeso for concessional
finance and investment cnd transport mbsidies have been in opsxetion
for meveral years. For rural development also, special schemee have
been taken up for the henofit of gma)l and marginal famers, sgrioul-
tural lebour, tibal and other neople living in the hilly end
drought~pione arems. Recently, s nex programwn was initisted
for Intogreed Rural Dsvelupwent (1ED).

2. The principal sbjentive of the naw IRD prograome was to
gencrate large ncale opportunitics for emplcyment, includirg fuller
and self-aaploywent, by aptimm utilisatior of local resouroes
through purposive inputs of scienco and technology for the benefit
el pariicularly the peor in melected .ural arces. It was envisaged
that the JTRD progreres will consimt of schemes for comprehensive
sgricuural devclopment (iiucluding arimal husbardry, horticulture,
foreotry, etc.); development of cottage, village and emall

suale industries; and preuotion of eaployment opportunities

in tertiarymctor.
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3. The progremmes for tha Jevelopment of different mall
indugtries as & part of the IRD e » formulalod

within the framemyk of the exirting policies and in the light

of the expericnces gathcared from the implamentation of the programes
for the davelopment of these industriss ip the rural areas. These
policies and programmes and tho prelimibary steps taken :or

the development of mmall industries ss a pert of the IRD programme

am briefly reviewed in the paragraphs to I'nllow.

Ravie 1 m
4. The baalo principles governing the Indian Covexrment's
eprroach towards industrial development is emvodies im the Industrial
Policy Resolution of 1956, The following extracts from the Resolution

bring out the role assigned to the village snd mnall inmdustries s

* The Government of India would, in this context, stress
the role of ocottage ad village =d mmall soale industries
in the develoment of the pational econaay. In relation
to some of the problems that need urgent aolutions, they
offar some ¢istincy sdvartages. They provide immedists
large scale employment, they offer a method of ensuring
e Bore equitsble distribution of the national income, and
toey fanilitate an effeotive mobilisation of resoaroes
of ompital and skill which might otherwise remain unutilised.
Somz of the problems that unplanned urbanisaiion tends
to create will be avoided dy the establishment of msall
osntres of fpdustrisl productiorn all over the country,

The State has been following a policy of supporting
ocottage and village and muall soale industries bty restrict-
ing the volume of production in thbe large scale seotor,
by differential taxation, ¢r by direot subsidies, While
such measures will continue to be taken, whenever neceasary,
the aim of the State Policy will be to ensure that the
decentralised sector acquires sufficient vitality to be
self-supporting and its development is iategreated with
that of lamge scale industxycece. o Por this, it is
essontial that the techniques of production should be
oonst mtly improved apd modernised, tbs pacs of transforma~
tion being regulated sc as to evoid, as far as possible,
teochnological unemploymerntes-ee o Many of the activities
relating to mmall scale production will be greatly helped
by the organisation of industrial cooperatives... . *

5 The policies relating to inustrial development were reviewed

oewrly in 1973 in the light of, among other things, the experience
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gathered from the implementation of the induustrial licensing policy.
It was then decided that the Resolution of 1956 referred to e rlier
should contimue to govern the Govarnment's policies for aohieving the
objectivee of growth, scolia) Jstice and eelf-reliance in the indus-
trial sphorog othar xolevant deoieions were 1
* ¥n the inplementation of the licensing policy, Coverment
-will oiagure that liconsinz decisions confom to the growth
profide of the Plou and thet “esohno-economic and gooial
oconsidneration s ouch as cconcmies of scale, appropriate
tachnology, talano~d reg..onal development and development
of baokwerd sreas are fully refleoctod. Goverunment's policy

will centinuo to be to ¢nocowrage ocupetent small and medium
cntreprenours in ell fpdustries. eeeceee o

The existing polisy of reservation for the mnall scale
gcetor (imvelring invosiment in machinery and equipment up to
Rs 1.0 rillion and in the case of ancillary industries up to
B 1.5 »illions), vill b continued. The area of sush reserve-
tion vill be exterded consisgtent with potentialitiee and
performance of the smell ecale seotor.”
Wthin the framework of these policies and decisionedetailed
develomen. programmes for diffarant rural and mall industries
have beent forrulated cnd implemented in pursuame of the aims and
objectives envisegud under the Five Year Flans.
6. Tho fi:st three FPive Year Plans envisaged, inter alia, fomulae
tion of 'oormon production programes' for the mmall and laxrge sectors
in euitahle industries with a 7iew to providing a degree of preference,
or asmur-nod of mearket, for the rural md mmall units so as to
faocilitete beth the seotors to make their rermpective contributione
in meting ths total requiremeats of the community and, thus, develop
ip ¢ coordinzted end balanoed mannnr. The porsidle elements of a
'oommon production programme' jncluded reservation of spheres of
production, non=expansicn of capacity of large soale industry,
impoeition of a cess on large industry, rxangements for the supply
of rav materiale, und cordingtion of facilities for research,

tretnirg, etes I° wan, however, pointed out that the devices for

glving effect to the concept of 'common rxoduction progremme' were
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intended ordinarily to affori time anu opportunity % the small
inmustries' sector to gain thu necc.. .y strength to ‘evelop on its

om. It was also recognicge’ thrt in 4o case of mome of the traditional
industries, measurce for en urinr et rantiad treatrent and assurance
of mariat for their product ray b v. 1o be contimued for a somerhat
longer period than in the cron of overn gacll scale | vlistriess

Te The arell industries' :ocior .U varying levels of imnvestment,

tecohnclogy, males of produ.’:ca et df ‘event formu of ormanisation,

conpiste broadly o (i) tra.:'ional cotiage md villa « industries,

and (1i) modarn amcdl scele industri. . {delined as thou.- hLaving
investrent in plant and eqgu; vient unto fy 1eOmillion ani in the case
of ancillery industries uptc : 1eS 7 iunsg, excludin,: invetment
inland and buildings). As tictin o .:od from modern @ 11 scale
induet:iee, most tradition:? cotta o .n¢ village indu tries amw located
in rursl erwas ad gell towr:, a I:oxr ¢ mmbar of theeo industries

do not use power-orercted em:immer: rn apuliances, th:. ¢ involve
significantly lower investr:. i and ;.ort >r pest tion poriod and
provide mostly part-time em~loymeri. & si-nificently 1:1e mmber

of personr depencent on tra':tiongl mircl indu:tries asclon: to the
wedcer goctions of the mcicly end lis  clow the poveriy line,
However, like the products o' e nuruer o modern amall scile industries,
certain ersentinl articles rw.uired :y the meosses wit':ir the country
as well ac several other it . for . orts are alco uroiuced by some
traditional rural induaries.

8. Broaily speaking, the sirete vy woptod for the developmemt

of mmall incustries in the ryrel & :r.. has been

(a) to revitalise seleocted traiitionel industries already
providing employment tc a L.rge mumver of per.ons in
the rural areas, aud

(b) to promote intensive development of traditio el as well

as modern small ciale 1niuutries in selectec rural areas,
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9. The principal tracditional cottage and village industries al resdy

providing employment to a lar,e mumber of perssns in the rural areas are

Betimated
zgol‘}lioﬂl)
axtile Indusixy
« hand-wxoven A nth naie from
mill-mads yarn (hendloom cloth) 75
« hand=xovon 0loth nsla froo hande
spun yx=a (khedi oloih) 1.1
Villagy Irfustries 1.20
Sexrdioulture (eilk) 3¢5
Handiorafts 1%
Ooir Industry 0e5

(# PLgerre relutes $o the units in 22 village industries
asvicted by ono xganisation)

10, One of ttm important steps teken Awing the First Plan period
i1teelf was to build up/strengthen the organisational mmohinery

both at the mational, States md Aistriot levels for the development

of thew induotriee enc ale for exsoution of the programes. At

$he neional level, sspernte all-Indis Boards were constituted/re-
conmituted for the dvvelernent of the handloom industry, khadi and
village industries, siic, handiorafts and ooir industry. The main
functions of thors Pourds have been to advise the Central Government

on $She prodloms of the conocerned industries, suggest suitelle develoment
programens and aleo to inplement some schemss (for supplementing the
develomental activitins of the State Covernremts) and to review the
progress. While the Board for khadi and village imlustries consisted

of mostly non-offioials, the Boards for other industries oomaprised

the representatives of the Cyntrel and State Goverments, assooiations
of conoxrned indus’rieo, voluntary orgsnisations and other koo wledgesble
parsons. Subequant’y, s Oornission snd State Boards for khadi and
villeg® industrion oonatstirg nmostly non-offioiels, bave also been set w




ID/WC.257/13

Puge

to formulate and execute prt:Tuwres for these industries throwgh
mostly voluntary crganisationas Jver the yearn, theus Boards have

set up theiv institutions for conlucting research, providing

trainng and extenaion facilities and for underteking other promotional
Reasures. A pepurate orgrnissticn has also been set up at the

national level to assict aowe of thoue industrles in exports of

their products. The State Govern.ents who are responsible for

exscut fon of moat of the developmintsl sobems of assistance and

facilities have algo gredually 3%rengthenad their organisations

for the purpose, Lotirn at tre state and the district ievels. Most

of them have set up oorporstions for asel ting these induetries
peticularly in respect of raw matvarials and narketing their products
within and outside the country.

1. A number of polioy and other measures have been teken over
the last several years maiily to acaist the atisans, oraftsmen

and others dependent on thess rural industries ir overcoming their
problems relsting to imjrovememt >f production tac'miques, training,
oredit, procecsing faocilities, marketirg, etc. Auongst the important
policy meagures teken for the developmont of the handloom industry
are the reservation ol cerinin virietiss of cloth for axclusive
production by the industry, levy of differential excise duties

ad finencial assistance .. :ci:iiis g Cxpanc: the nantioon
weavers' ocooperativeas. Recently, a mmber of areas having 1 age
concentrations of the handloom weavers have been selected in order
to intonsify efforte for replacement of the traditional pit-looms

by modern frme-looms, to train them in uson of improved appliances
and pew desi.ns, to assist them in odtaining yarn and other essential
Tav materials and aleo in proceseing, marketing a part of their
production within and outaide the ocountry, etce The development

prograames for sll these riral {tuu.trieve “avs oomprised schemes !
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sainly for improvement of production $eclmiques, ressareh, provisien
of proesssing and $rainiag facilities, assistance for revitalisation
of She potentially viable cooperative secietiss, sstabdlisment of
eaporia and eales-depots for marketing of their produoss, sto. Thoes
dependent on these industriss are aseisted to obtain their oxedit
requiremsnts from the finanoial institutions. Under a special
cobert, losns st low interest rates are aivanced by banks $o0 $he
goorer sections of the sooliety including rural artisans and crafismen
having inocume upto ocertain especified limits.

12 As o result of these poliqy meamires, schemes for proviling
assist mos and faoilitise in differemt forms, progressively larger
outlays sade for these schemes under each sucoseding Plan along with
inoressed flow of institutional aredit, most of these inlustrise

have made appreciabls progress. Although date are not avail able
regaxding ths prograse in respeot of ths extent of fulle and
edditivnal amployment, incresase in the levsl of earnirgs, eto.,

the aveiladble figures relating to product:on and exports are given

below 3
1960-61 197971 191526

Bxpdugtiop
(1) Hapdloom oloth® (million metres) 1,900 2,280 2,370
(2) Xhadi oloth (million metres) 53.8 5647 61.4
(3) Raw i1k (million kes.) 1.7 2.9 3.0

Bxports (R-million)
(4) Ootton handloom fabrice snd mfge. 50.14 123.97 428.6
(%) M1k fabrics md wasts 13.7 100.6 175.2
(6) Randiorafte 96.9 803.0 2,343.8
(7) Ooir products 86.7 138.7 193.5

(* sstimated)
! \] = '

13. In addition to the developmant progrmmes reviewed above,

s Osntrally-sponsored scheme of the Rural Industries Frojeots wes
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initiated in 1962 in 45 seleoted rural areas with different socio-
eoonomic conditions. Each selented area covered a population of
about 300,00 to 500,000 persons, excluding towns having a population
of more than 15,000 (the population limit hes recently been raised

to 25,000). The main objective of the aschame was to maximise
employment opportunities ), non-agriocultural sector through intcneive
develomment of cottace, village and modern small scale industries,
including smeall proceseing industries uased on agriculture. These
Projects werc expected vleo to assist in evolving ef‘ective teohniques,
methods and progr:mmes which could bz extcnded progressively to other
areas having large inciderce of unemployment and under-employment.

The programmes for the Projects were formulated on the basis of rapid

industrial potential =surveys of these arcas. Zach Froject area was
allotted some funds by the Centre, in aldition to those avamilable
to the Stite Govermments unier their Plans for the development

of these irdustries. The prograwmes for the Project ar-as consist
of achomes for appointment of extension Stalf, provie.om of

margin money and credit, training, common service Tacilities, etc.
In some Project ar:as, schernes for settin;: ur amall industrial
ectdes were al © t ken up.

14, The scoeme was extended in 1965 to 4 more selected rural
areas, close to cert in lar e public sector uniertakincse Subge-
quently, 5 new Pro jects were started in selected arcas. The scheme
was further extended in 1971 to anothcr 57 sclected ar-as. Thus,
there are at present 111 such Pro jects.

15. The pliysical progress of tho scheme has been evaluated

from time to time and ths pro.r ames have been modified in the light
of the findings. Some idea of the physical pro Tess of the scleme

since 1962-63 can be hal from the followin, fijures @
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1072-73 1973=14 1974-T5
ativ

(1) Unite assieted (nos.) 37,278 48,206 63,578 *
(2) Investment (Rs-milliona) ‘

- Fixed 15603 24607 38902

- ’.'forking 19402 25400 36304

350.5 500s7 152:6

(3) Cross value of production
duri rg the year (Re-million) 502.7 7007 964.3

(4) Bmploywent generated
(No.-1000) 163.5 207.1 284.2

(* Including about Rs 120 millions of institutional finance)
16. A Rurtl Artisans' Programme is also in operation for scme time

in about 40 of these Projects. Under the Programme, training facili-

ties are provided to the existing rurul artisena for upgrading their
skills and to the others in suitable trades, depending on the loocal
and regional needs. The trained artisane are asaisted in obtaining
the necessary tools and appliances so as to enable them to start
cottage and amell indusirial units, A mmber of the Project arecas have
also been selected as industrially beckward ani, as such, are eligible
for certain financial and fiscal incentijves for promotion of industries.
Industrialisatjon in celrtiop to JRD
17. As mentioned earlier, the IRD progranme wa: initiated recently.
For the present, the administrative responsibility for the programme
has been entrusted to the Department of Rural Development in the
Ministry of Mrioculture & Irrigation. So far, 20 districts have been
selected for the progremme from those shich are ecommically backward
but have conaiderable development potential, which have 1l awe incidence
of rural unemployment and under-employment, which have certain
basic infra-structure fucilities and i{n which scientific and tech=-
nologioal institutions have alrealy been working or are in cloae

proximity.
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10. Detailed inventories of the looal rescurces of some
selested districts have already been prepared, sostly by the loocal
agriculfural universities. Thie exeroise in respect of a few
districte has been followed by malady-remedy analysie in oonsultation
with the concermed suthoritiee at the district and the State levels
vith a view to formulate suitable progrmmee and schemes. Thereaften
$hese programmee and sohemes were consideved further by s high-level
Oentral Coordi nation Commdttee on Rural Development and Bmployment,
vhioh was set up by the Planning Commission. However, the IRD and
most of the other Plan programmee are now being reviewed in conmeotion
with the formulation of the next Five Year Plan, commenoing from
1978=79.

19. It 10 at present envisaged that the prizmary objeotive

of the next Plan would be removal of unemployment mnd ~Setantial
under-mployment within approximately ten years, provision of oertain

basio servioes to the 40 % of ti» population in the lowest income
EToup over the eme period aml a significamt reduction in the present
disparities of income and wealth. It is also envisaged that the
strategy for rural development would sntail grester emphasis on
planning from below aml the associstion of volumtary agenoiees
Prograumee for inoremsed agricultural productivity and stimulation
of household and small male industrial production are proposed

$0 ' inocorporated into a total area project. Detailed development
programes for develomment including rural development are expected
to be finalised over the next few months. Meanwhile, a study of
the eight industries has been tsken up in orer to analyse She
teohmlogies and suggest the most suitable mix for development in
the large, mmall and cottage sectors and also the poliey instruments
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for achieving the desired balance. It may be mentioned that with
-a'view to encowraging companies to involve thenselves in the wor
of rural welfere and up-~lift, it has recently been decided that
the expenditure incurrcd by them on aprroved programmes of rural
development will be allowed to be deducted in computing their

taxable profits.









