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'1 bYi &vaathi 

I. IITBOl'UCTIOI 

• la the tJ.rst tluh of tlleir tleaire to inclmrtrialise and catch -.p vUll tile 
~ 

• 

• 

in4•trialiae4 Veat, mD,T 4neloping coutriea lauclae4 atrategiea an4 

aclopte4 Poli.ciea whicla taYo'ID'tHl large-acale ucl capital iatensiY• ill4•triea. 

'!Ida climate ot opeaioa mq- aw aaitl to llaYe 1111clergoae a aea change. Wbile 

the relnance ancl illportance of lar-acale inclllririea, vJaere econoaies of 

acale are of greatest ecoaoaic •ignificance, are recogaiae4 and ~ 

contin•e to be •phui•e4~ it i• now accep\acl that amall-acale i114utriea_ 

Jaaye a YeJ7 significant role te> pl~ in the econoaic deyelopaent of 'these 

co11ntries. 

'!hi• acceptance of 'the role of -11-~~· in4mrtries in 'the planne4 

economic 4evelopaeat of 'the 'third world arises f'roa the recognition 'that 

l&bo11r in'teuiYe a11all-scale in4uat17 development can plq a sipificant 

part in ll&king a clent in aolYing the ~robl• of 11n•plo711ent. It wer

co•e• 'to .... enut, too, the 11DiYersal probl• Of shortage of capital 

. and foreign exchange end•ic in 'the '\bird world. 'lhe possibilit7 of 

tlispersal of -11-scale aits iD rural, •eai-urban and 11rban areas 

••- al•o to ar-fori a chance that pro'bl_. of regional bal..-ace and 

ove"r-crovdiDg' in 11rbim areu ~be l!.>re .. enable to solution if a poliq 

or planned -11-scale 4eveloJ)llent i• -4e an integral part of the cleve

lopmen-i proce••· 

While it i• true 'that tbia acceptance ba• ll&Cle the ta•k of pro•,,tion of 

small-ace.le inclu.striea •oaewhat easier than 'before, it i• far froa the 

ca•e 'that tbe ba'ttle ha• been won. It i• •till true that the ba•ie infra

•'t.J"¥cture that ia eaaential for their proltOtion baa not been pot into 

place in man,y or the !!.-loping countries. 

In thi8 paper, atte clbcu•ing the aYailable approach•• ancl :r•colJlli••cl 

•t~t•ci•• for t~• 4eve10111ent of ... ii-scale tooct p:roCJB•aing induatri••• 

a twofold ta•k ba• 'b•• ~4ertaken. In the first pan I ac14r••• iv•elf 

to the would be ent:rep:renn:rs who W01114 like to 10 into pro4uction on a 

-11-•e&l• 'becau•• th• r••ovH• tbq oo•an4 or hope to coman4 a:r• 

••ll. B•:r• tb• uin tllnff ot iv a)9cuent ii to bighliJM all th• 
po••1'bl• pitfall• that oan 4e•t:r07 an ent:rep:ren11U"1•tio ... an4 lan4 bi• 

into 'bantnaptq an4 nia. · 

I 



............. ~----------.,....----------------------~~-- ------c-

Ia tile ••ooa4 part I laaY• Ii.•• aa o-.tlhl• of ~ll• nrio• lutitwtioaal 

an4 pollc,r •claaal- ta\ ·1a41a a. 4nelope4 wer tile 7ean to ... _.. 

that e-.11-acal• too4 iDiatriea can pl~ \heir role ettecliYeq -cl 

efficien\q. I't la -., hope \ha\ \hi• will be toa4 aehl. 'b7 thoae 

vhoae job it la to pl'OllOte a-.11-acale ia4llBtriea iD .. l..,.aia • 

••••••••• 

. ' 

• 
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2. IPPIOACBIS AD 8rllUCIIS • 

S-11 •cal• too4 proceaaiag ia4•trl•• .. plq a b7 role la tile iatu

trialiaatioa of •a\ 4nelophg co-trl••· It laaa be• ~~'bliahe4 that 

th97 generalq ue aore la'bov la relatioa to capital thaa large iml'Utriea. 

'fh97 CAD be ••ta'bliahetl rather qmckq, req11in aborter geatatioa period. 

and need. .... 11er market• 'to 'be econo11ical. 'fh• ati.Rlat• the grw\lt. of 

industrial entrepreaelll'Shlp u4 .·promote ·a •re 4._C91ltraliae4 patten of 

OWDe~hip mad. location. 'fh97 can niaf#:apital aore -iq an4 prcwid.e a . . 
reduction of financial risk thro11gh d.iYeraifica'tion. · 

Small acale operations are appropriateq auite4 to a wid.e Yariet7 of . 

project• eapecialq. CODBectetl with teed.. 'fllq enable opti.Ba di.iiaaticni • . 
r~ of nece••a!7 inpata aa d.eterlliaetl 1',r local coatitio- o'!' -ppq ..._a...-

• mad. produce good.a a'l a rate and of a qalit7 appropriate_ to ~ket 

requireaenta. 

A vid.e range of f oocl protlucta CAD be .anuf actvetl ill the 118all-ecale aector. 

'!'he t•chnologiea are aiaple. 'l'he technicians can be q1lickl.7 traine4 ,,, 

operate the •chines. '!'he project• can be aet up wen in. raral area vi'th 

'baaic inf'raatructve. 

'!'here see- now a greater appreciation, in Walqaiat or the i•portant role 

that a.all industries can pl8" ill ita econo•ic and industrial deyelopaent. 

'l'heae industries have also been accorded priori~r in lallQ'•i•'• Industrial 

· laster Plan (I986-I995)· With a Tin to f\U"'ther provide i9Petu to the 

growth or blulipu!ra--based a.all scale food processing industrie._ in raral 
. . 
areas, u eDYiaaged. in the Jn Bcono•ic Poliq (I97I), the Jvaa17 Pacto17 

Sch••• i• a newel action oriented develo]>llent. 

While the need for acti~n to promote bWDiputra baaed indusfrial deTelopment 

has been well recognised, one ot the major con•traints in accelerating the 

industri~liaation proc••• i• the difficult7 the •scheme• face• in the 
. . 

••arch for tecbnolo11 and industrial know-how. Other eq11all7 difficult 

areas are finance, marketing (and export), •uppl7 of raw •terial•, 'iechnical 

training, selection ot right t7P• of machine17 and equipment; liDkac• with 

large seal• indugtrie• ( •ub-cr.ntrac:t\DI'), etc .. 

3 
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... • 49Yelopilag COlllltl',t like aal~ia i• to •ev•lop it• ... 11 •cal• foo4 

proceaaing incluririal ••otor ia of coV.e a 4eci•i• to be takea 'b,J tile 

goyernaent an4 concel'lle4 :lllatitu\iou iD tile con'l•:d of ita •40WMDt of 
- . 

natural and. ll-.an reeovcea and it• economic ui aocial_ obje~i•e•. 

PoliC7 ....urea to eacovage technological claoicea laa•e to be a4opte4. 

Promotion of appropriate tecluaologr iD 'tile foo4 iD4u'lriee can be •ieve4 . 
aa one el•en'l in tile indutrialintion atrateg. !file reacwal of e:d.riiag 

bias in faYolll' of 1\1D"DkeJ'' tecJmolo17 an4 large acale in4utri•• ill 

tariff poliq, be•k;ng an4 financial ~cticea, an4 yocational training 

are bu\ a rev areaa to look into. 

Processing industries 'based on agriculture an4 fisheries are central 

points in tile econoaice of MJl1' developing C01mtriea. In 11le process of 

indwstrialiaation due attention should be giYen to t~e a.all acale 

enterpri~ ·•· In a n1111ber of C01Ultriea food processing actiYities are 

Ye'r7 oftan carrie4 on in a.all-scale enterpris••• Act•lq, f'oo4 

proceas!ng of al.oat all kinds cmr .aJce a aipif'icant contrilnrtion to . 
empl07Jlent and inco•e generation. Close to their raw material supplies 

of agricultural produce, f'ood processing actiyitie• can also aUc-ent 

supplies of processed. food in sucb areas. Thi• can also slow '\he 

•igration of distressed aBd jobless people 'lo tile towns. A poliq of 

growth and cont~nued self reliance will pl'OllO'\.e small-scale rather ~ban 

large acale food proceasing. Such policiea incl114e greater ••phaaia 1'7 
the banking s7stem on ssaller indus'\rial loans, which should be aupported 

b7 extension services. 

In ma111 d.evel~ping countries large scale enterprises tend to benefit fros 

the ~ust.011&1'7 frue vor!; of import •ubstituting indutriali•ation, with · . 
eas7 acces• to large bank loan• at rather lcn; rate• of intere•t, the 

clut7-free iaponation of Kcbine'r7, 11nimpei\ecl _ace••• to foreip '\echno-

1011, ancl often a •Onopol7 in th~ clo•••tic market. Thi• eon of environ-, . 
aent f o>.· in4utrial grow'lb i• •• 1 ikel7 -to retarcl the growtb of ••ll 
fin. aa ti is to nrengtbn the poei'lion of luc• on••· loclem •chiD•S"J 

ii iaplicitl7 CiVG pref ertnce OYeJ' tecJmolociea llOre &ppropria'te to tbe 

bUlll&D r••ource enclOW11ent ancl the aeec!9 of th• people for ba1ic procluct1. 

It ic ,!11't • common that larc• ll04em foncl factori•• clisplace estating 

... 11-1cal• food proce11in1 11nits an4 tb118 cltmini•h tbe OYer-all level . 



•f -.1~t. ~ill aw the larp -4en feoA proceuiJIC ta0'\017 )lu 

MA w917 f1-oial iaceati•• u4 pret'ereace ta ~ tweloplag ooatrl••· 

•~• the cnarrea'\ •Jlo1ll4 tlw •troacl.7 th• other wa.r, in fa•ou- of aall 

factori••· 

2. I. 2 ·Appropriate teclanOl!p• 

• A technological •earcb and apprai-1 111ait or cell tor toot proceaaiag 

ind.....tri•• 111ad.er the Winie'\17 of '!rad.• and Ind.....t17 can pla.r sn iaporian'\ 

role. S•cll a 111ai'\ could- e:saaine and walu'\e '\he appropriatenea• of' the 

project, the product and the proposed tecbnolog to proYid.e inf'oraa'\ioa 

on alteraa'\i•e technologies ant wo•li aake Jhl•iti•e and. specific 911CCeatio~ 
' 

to serve the 'broa4 econoaic and social o'bjectiyes9 with a yiev to dne

loping aaall-acale footl proceeaillg enterprise• where ad.Yiaa'ble. 

2.I.l Science and '!ecbnoloers 

'file goyernaent enco1lrag8s or gets iDVolYed ill p-eater extent ill generating 

nev rel.want technologies euita'ble ror 1n1all scale rood processing 

factories or in adapting the existing ones in other developing countriee 

to the real need• of the coUDtr"I'• A few exa11ples or locall1 dneloped 

food-processing technologies with considerable potential ares 

Sugar conf ectione17 

Open-pan sugar plants 

- Biecuite and Bread production 

- Gari production froa Ca~•aYa 

- Baamaer aill• for flo11J" 

Pasta• production 

- Edible oil• e%pelling 

- Animal aLd poultJ'7 feed aixing 

- PiBb aeal 

- Rice aill• 

- Pruit & Yegetable preservation 

- Jee cand.7 
leat product• 

lilk and Dai17 produ:rts 

Chewing gwa 

- Carbonated beverage• 
Alcoholic beverage• 

- Spices, de. 

Jn the generation and adaptation ot technolog, the growth of domestic 

capital good• ••ctor, ••tabliablltent ot local and regional re•earch 

inatitutions and th• reorientation and •tren~hening ot education and 

training progra111111e• pla.r highl7 •ignificant and positive rol••· In 

certain countri•• r•••arch inatitution• to esiat but tbe7 nave tsw links 
with local lndust27s it ....,, th•r•tore, )• n•c•••ary to reorient th .. 

in th• appropriate direction. 



ft• alMw• 41enaelou 11&•• eo tar --.1 • .a tor eetthg -. etro.g 

cw•nmntal etrateg tor teclmoloCJ •earcll aa4 appraieal, to ooaetutq 

keep in to•cla with tecJmological 4nelopaent• _, the eo.rc•• of nppq 

of appropriate aa4 reluant.hclmologiea. lfhe new 4irectioa ·~tile 

COllll\17 mt 'be towar411 cheaper proclucte, aore labo.r - int•n•i•• 
• 

teclmit.•••• -ller -cl aore 4iaperae4 pliant•, -cl 'better ue of 1n4i-

genou •\•rial• -cl capital gooc1e iacl11St17. 

2.2 Characterietica of f'oocl procesa!ng iaclutri•H 

:ror the d.nelopaen'\ o'f •-11-cale f'oocl proceaaing incb19tri•• one .ut 

talte into accout TarioUB aapect• o'f prod.union, '\he llan4li.ng of rav 

•teriala u4 certain ::ocial factor•. Procesaing plant• can aner operate 

effectiTe}7 11111-aa full participation of the pri-.r,J procl11cere in the 

entire chain or operations i• ens11re4, froa rav •terial procluction to 

the proce•sing plant. !'here i• a aeecl to coorclinate rav 11aterial 

pl8lllling owing to their periaha'ble nature. •oat or the rav .. terial• 

are produced. in areas with a precloaiaiag rural popula'tion. '!be ncces•tul 

cleveloJ111ent of processing industries clell8Jlds close relationahip between 

the pri9&1'7 producers and the proceasillg plant. In aau,;r clneloping 

co11ntries auch relationahip does not exist or i• poorl7 4nelopecl hence 

Govel"Jlllent should concern itself aore acti•el7 with thi• problea. 

Produation aethods and processes nee4 adaptation to aeet apecific require

aents of industrial proceaeings for e:raaples 

Food proce••ing, particularl7 canning, is expancl\ng in ll8n.J' co11Dtriea; 

a processing plant requires reaclil7 available raw •teriale. AD 

adequate ~uppl7 at a reasonable price and reliable deliver ~.es can barcll7 

be ae1ured unter the condition• ot ac:ricultural proiuction prnailing 

in lll8ll1' 4evelopinc countri••· Variation in 7ield owing to poor qualit7 

seed, 'UJlfavourable weather, cliseasee anJ •o on otte: restriat tbe 

availabilit7 of tresb produce. ~o be sure ot hi• suppl7, the procee•cr 

should be in a po•ition to contract with faraer• or be peraittecl to 

acquire lancl on which he can grow pro!uce •pecificall7 requir•4 for 

proces•ing. 

lo4ern food proc•••or• are aot prepared to accept vbatever raw .. terial 
I 

i• ofterecl :,7 the taner. 'ro accelerate the clevelopaurnt of foo4 proc•••iDI 

ind~•trie• ~ht primal')' producer eboulcl be given iuiclance. Technical 
I 

•eJ"Vic~• &Del, faciliti•• for ... 11 •cal• food inclustri•• •boulcl be createcl. 

' 



IaceatiY•• ahoall h pYea1 for :lutaace1 garant•• tv '\Ile ooa'\U.• 

leliT•r.J' •t rur •t•rial• 'lo '\Ile ia4utr,r at nuo•bl• pric... 'l'lli• ~ 

in t1lr'D 4epen4 on tke aYailabilit7 ot a4eq11&t• facilitiea for •torage1 

processing, packaging and cliatrilnrUoa. 'l'bea• lack ha ~ 4nelopiag 

coun'iriea, and, ... result, the percentage of waste ud loaaea, eapeciall7 

ha tile perishable food eector, ie Yer,r high. 

2.) Supporting and related incl•triea incllllling nilisatioa of •aete M.'teria.11 

'rhe eeta'bliahaent of food processing industries inYariabq leade to the 

dnelopaent of s11pporting and related tnee of indut~iea. S.uipaent u4 

-.chine17 for handling, proceseing, etorinc1 packaging and a great Tarie~7· 

of other products should be .. utactllred for •e in 'tile processing incl118'\r,r. 

Local worbhops aho111.cl 'be ee't_up for repair an4 .aintenance. 

Industrial deyel~paent, eapecialq in rural areas, also req11ires adequate 

eupplies of water and electrici't71 bo1111ing and roadst s11i'table transport 

facilities iaclu4ing refrigerated transport for perishable foodf impl'OYed 

fara sel"W'ices and 11arket etructures; co-operatiyes and credi't s7ste .. , 

ancl greater managerial coapetence. The role co-operatiTes can pl~ in 

~he developaent of small-scale food processing industries can not be 

stressed atrongl7 enough. 

2.3.1 A few e.xamplea u.y be given to show how such supporting and related 

industries ~ be establiahed. 

A slaughter-house alv~s produces soae waste such as condemned aeat, 

hooves, claws, intestines, blood, bones and otb~r offal, 'th~ disposal 

cf •hich is often a serious problem. Consideration should, therefore, 

be given to th~ utilization or waste and bJ~products. If these are 

available in sufficient quantit1, a small de~drator or disintegrator, 

eit~er to .anu!acture bone, blood or aeat meal• •eperatel7, or to 

sake a ·mi~ure, which, in turn, can be used a• chicken teed. 

- Processed oil-bearing fruit• or ••eds leave as re•idue a presscake 

containing •o•e oil, all the resi ot the fruit or •••d being •o•tl7 ot 
fibrous na~ve. 1t'e17 effort should be 11ade ~o bave ~he•e pres•cak~• 

used in ~h• iamedia~e area ot ~be oil expeller, or ~o •ee b~w other or 

'bf-product• could be added io •et up a teecl-mis plant. Convert.ed 

ani•l offal trOfl neip'boving •lauchter bouse, bran tro• rice •ill• 

1 
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er fl'Oa a .. la-~pl• wutac plut, N' otlaer trl.C reai4u• et Y~ 
table origia -. tlaea ·H eom'blae4, ao tM.t tlaare la little or ao l••· 

'file priacipal -terial o'btaiae4 troa cocoall't i• etli'ble .oil. 'there an 

alao Yal11able "'7-pro411ct• - coir, ti'IR"e ua4 kernel aeal or tlo11r. 'the . . . . . . . 
coir caa be couerie4 iato 7al'll which. ill tm'n maiT H •P• illto rope•, 

plai\e4 or vwea illto carpet'll. !'Ille fibre to make b1'118h••, and. P"0-4 

kernel caa 'be ue4 aa .. tiller ill ·~-tic protluc\ioa. Siailarq tile· 

fibre e:dractetl fl'Oa tile leaY.. of 'tile pilleapple cu be •de into a 
fine cloth. 

Por a llll9ber of food. illd.ui.riea elabol'ate plants are not required., ancl 

indeed are not ad.Yieable. SOiie 11achine17 fabricators t~ also produce 

auch equi,.ent and -chine17 tbat are auitable for a'aall-cale proceHing 

plant~. 

It is neces8ar.t to deter11ine the Yiabilit7_or t:e processing unit. Thi• 

requires soaevhat detailed project indentification,- -hich will greatl7 . 
differ with respect to the raw 11attrial to be processed. The Yiabilit7 

deter11ination will be a part of the Project Report as d.eacribed UD4er 

para 3.3. To reduce riak as far a• possible, expert advice will often 

be neces•&J'7 in aelecting the equipment and aarh.j.ne17 and the tecbnolo

gical procesa. 

It i• econo~ical and often tecbnologicall7 nece••al"J' to elftabli•h a foocl 

processing iadlUtl'J close to the aource of. the- raw material, speciall7 

when infrastructure i• 11nder developed. Through a amall sized too~ 

proce••ing plaat. in the initial stages of development, aodern but 

appropriate technologie• can be 4e110n1trated.J e~perience gained in the 

band1ing of raw .ateri&l• and in the production proce•sing, packa,ing, 

diatrilnrtion and •rketiag of tJle ncl product, the J"equire4 contact. 

establi•hed be'lveen faraer and proce•sor, i...,,lant trainiag provided tor 

technical an~ -.nageria.l personnel, and a favova"bl• investment cli11e:te 

create4, vbicb will •ke it po••ible to •ei 'DP looal tan .. rs' co-ope:rati• .. 

and credit mioa•• ODce •sp•rince w ben piae4 in •naging ancl 

o:p9ratiDtr the first or •• pilcn plant •ucceHt11ll7, 4upltoation or 

enlarcemnt of ••ch plant• i• relati••17 •aa7. 

8 
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._ 

Miler •••ea·Ual ate,. wo111.d. lte to iaprOY• t~pwt. laclwliag refrtv

rat.C trauport, colt atorap, .art:ethg uad. d.inri'bdioa f'acili'ti••· 

s.tabliaMellt •f a pranical q11alit7 control labOrator:r eitller iD. tile 

plant or u a part of •oo..oa-aenic~facilit7• i• illportant for 

4welopt.n,_ aa4 -ha'taiaing atutlarU au'bject to conti:n10U8 rni• aa4 

illprcw•eat. 

So f'ar \hi• paper :bu at1.-pte4 to •how that the R1all-acale foot ~ 

~•sing ia41111tr:r can * a pe-n\ feature of the industrial aceae 
' 

ill a d.nelopiag 001Dl'27f ._ .. , ti is able. to ad.j..t itlielf to wer 

cbanglag cond.itione _. t~A-• opport111liti•• u the7 ari••• \hat 

it offere great acope for"-ipecialise4 operation and cutoaer ••nice1 

t•t it can and ahould be appropriate 7et aotlern • 

••••••••••••••••••• 
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lllCIWIISIS 

~he ... 11-•cale foo4 in411atriea (SSI•) ••ctor9 in .ua.J d.eyeloping coantri•• 

••ch - R•p•blic of.-Iorea, ~aiwan prOTince of China and Ia4ia, ha8 'Ha a 

cVDaaic one •i'th a large cro•P of •tiYatetl people who aye forge4.,their 

nthuiaaa and •kill•, face4 od4e with grit and. d.etenination an4 )laye 

pl"OYen their capabilities to th-•lYe• and the vorl4. It i• aow llopetl 

that this can be repeated in Kal~aia too. 

The following 'brief• i• aeant for 7ou - the new entreprene'U'll - who .. Ye 

decided. 'bold11 to enter this challenging sector, "to 'be on 7our own, to 

proYide •plo799nt to f ev others ancl in the process to contribute to the 

nation'• industrial progress. 

The q•ictnesa with which an enterprise establishes itself and. -turea 'to 

success :iB directl7 proportional to the intellectual eff'or\ tha'l precedes 

it; having ~ careful feaeibilit7 anal7sia and a planned project approach 

positivel7 help to OYercoae flllure pitfall•. 

Thia chapter hopea to help 7ou in 'this process, to give 7ou broad guide

lines on tiae tested approaches in setting up 7our 11nit and the incentives 

and apecial facilitiea which ~ be, rather should be,offerecl b7 'banlcs, 

financial institutions and the govel"?lllent to the small-acale food 

induetries in Mal~sia. 

PART OJI 

3.2 Wbat project abould I have? 

3.2.1 Project ideas could oriJinate from various source& or due to different 

reasons like the succes• stoJ"J or a friend/relative, experience of others 

in manufacture/sale or pro~uct, demand for certain products, chances of 

producing a substitute or an article i•p~rted tor Which there i• goo4 

demand etc., and of course the •otivation, backgroud and 1kill oft.he 

entrepreneur and bis a1aociate1. 

3.2.2 On• major a1pect while choosing a project idea ahoul4 be to ascertain 

the ext.ent of the marketabilit7 of the product propos•4 to be .anutacta.re4, . 
it• cenoral use, indu1tri•• which use it., it• en4 'IW• and it• b'V'er1. 

Tou 1hou14, therefore, 1tw1T th• 4eman4 and 1uppl7 of the pzto4uct over 



tile lut tw 7eara to ent.at• lta f'dve a-a ...... - tll• ,.at t:Nlll. 

llbil• 4ohg ao it wo1114 '9 aeceuar,r to t.b tato oo•14uati• tile 

an\icipate4 change• in too4 laa'bita, teclmolOSJ Dd. lwell of illCOIM• of 

the people. If the procl•ct propo£e4 to 'be -'d'act'llftll laae market 

throughom tbe coat17, the at~ aho1114 take iato acco11at-tlle 4aan4 

and ••PP17 of' the procl•ct tor the vlaOle C011at17. Bwwv9 1t 'lhe market 

for the product volll.4 'be contilletl to oae/tvo atat•/or a par\icnal.ar 

region the at~ _,. 'be coafiae4 'to '\he concerae4 atat•/reci•· ~ 

•it• t•ctioa u ancillaries to -~r ia4..tri•• Ia aacll cue• tlleir 

forhnea being •917 cloaeq 4epq4ent an4 liake4 t~ 'that of the 'parent 

•i't', it ia ye17 illporiant tbat 4etaile4 ~i• are alle oa Yariou 

areas before the cleciaioa to 'becoae D ucill.UjJ la.-4•1 i.e. areas 
like, vil. t !le 11nit be totalq 4epea4ent • the pareat •i\? the 

potential for reasonable profit ~d f'wtve gJ"Ollth, 'lhe experience of 

ai•ilar ancillar.J 11nita, whether there are a..,. probl ... in obtaining 

pqmenta or sup;>e>rii'Ye blow-how, whether the in'Yeataent in fixe4 assets 

will be such as '\o facilitate ft87 'branching off iato a aev product line 

ill case '\he ancillar.J arrangeaent 4oea not 7ield. aaticipatecl benefit• etc. 

AD iapon-aubs'\itme product, baaicalq, aholllcl bave a good aarket in 

Yiew of the general poliq to eacovage ia4igeno118 produe'lion. It 

would, however, be aeceasar.J '\o bave a clear idea of the goyernaents• 

import poliq, present deaand, '\be landed price of 'tht!t illporied itea and 

how 7our price will compare with it, qualit7 difference, etc. 

3.2.3 In order to arrive at reasonable eati11atea of the future demand and 

suppl7 for a produ~t, information relating to the capacit7 o! existing 

unit• manufacturing that product, the extent of their utilisation, the 

capacity of the unite that have alrea~ been granted licence• but are 

in the proce•s of being e•tabli•he4, import and export potentialit7 of 

the product etc. •hould be taken into consideration. 

3.2.4 ' SSI unit generall7 enter• the market which i• locali••4 and alr•ad.7 

ha1 existing maDutacturer•. Th• aucc••• ot the .oev unU in competiJa&" 

with the existing 111anuf'acturer• would depend on a co•'binatioD or it• 

capabilit7 to i4entit7 and approach it• targried cuttomer group and 

it• 11&rketing feature• like price, q11alit7, 4elive17 •chedules, ••l•• 

pro•otion nc. 

JI 



).).J Pnparatl• of. hoJ!!! .. PP'. 

a) ~ ntrepnaeva, Aeapi\e t•lr .-ta.tam -4 •kill•, •erlMlt 

plmiltg aapect wldcla at 'liwt lteoa••• a .. ,ior •ealm-. Ia tlda 

comaecti• i'l -.i..i .. e:d~ •ehl ii' pa •t t.a aatl not. 

all ••ce•ar.r tlnail• relatlag top_. project aa4. ita C011pODea'tiat 

after i4entif)iag tile pro4ad pa proPft8• to -ld'ac\are u4 lt• 

arkn potential. 

lt) If aecee•~t tile aaaiet-ce et •Qel"'&• tro. ltaak P•baDgaaa 

Jlalq•ia Berlad ( .... ). 8-11 tnerprl .. :DiYi•lOD (Sl:D) of th 

•lllin17 ot 'fra4• aM. Imlut17, lla19"•iaa .tgriC11ltval •••eanta 
ud Dbe1o,..eat lani\me (tllDI) • nu&ara anct lllllwstrial bnanh 
Iutit'de of llalepia (SDD) • Poreatr.r aeaearcla Iaatitute ot 

llal••ia (PRiii) aD4 other Pailable cona'lllt-• bouea mq 'be •e& 

tor the pvpo••· .,... report llhcnlltl enabliela 'tlae technical aD4 

econ011ic feaai'bilit7 of 'tlae project ud ita growth plua. 

3.3.2 Technical Peaai'bilit11 

Al'thollgh 11nder the '•lll"llr7 hc'tor;r Scheae•, the locatin, lud u4 

buildinp are al:re~ pre4eteraine4 u4 provided for, but if' 7011 wen 

'to grow 011t of the acbeae, or plu eetabliahiag the project or. 7ov 
own 7ou should keep the following in aind1 

a) Locations You •Jaould •elect the location for the ult taJdag ill'to 

consideration the proxiait7 of aource of raw 11aterial, •killed 

labour, urket ucl other inf'rut:ructval facilit7. Perhapa the 
government.~ announce certain incentive• tor pr080'ting industrial 

~it• in backward areu. 

b) Land and Buildi!fl :ractol'J' lnaildiap can be either rented or oned. 

Investment in land u4 buildiag i• better avoided in the initial 

siagea to avoi4 tbe locking ., of fad•• It i• advi•able to co f oJ' 

industrial •h•49 i• developed are.. or industrial ••tat•• on J'ent/ 

l••••• If th• fa~o17 lnail4iac i• pJ'opo•ed to be con•tn~ed, 7n 

•hould enaure tbat tb• lud i• fl'•• frOfl encua'bl'anc•• an4 it can b• 
uecl for indutl'ial purpo•••J if not, tbe competent anhol'HJ •bo1114 

'• approached tor thi• JnU"PO••• Vhil• ooutncni~ tb• fact.017 

'buil4inc, 7011 •bould n•11r• 'l-bat ad•q•t• PJ"ffi•ioa i• _.. tor 
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'Ulla .... ~ ................... 11.-- - ~ 

•••• ~to 1119 ~lllea-.. 1- hr.tit a .it ..... 
-'t1tliallel., lib l'egietratt• oertttlcat•, • ~~l• .vtlb
ea'tw rw laYDc b&~rial alaela ill •pecifi ...... (llRftl*lltaa 

9?'-./Nl'io.l'\val ana_ etc.). It w-16 1te abi•bl• 'te pt bl 

, ..... ,,. 1•'*1 mrtlloriti• ... •'Maia " .. 11.--./eltlafta .... 

.._le ••odtc ..,_ tll9 •l• •t tener,r wtla'-• ebtt•'- "Jl!Wialelil 

.-t .. -· for f:at'8l"e ..,._1 •. 
•) e!t!ft"e'nt.tn"M• t•• •ill .,,. to &eci•1t .. tlda -~ 

....... to ..... JJtft - •lat4tatrr l\ la ,..... .. ft* etiditag ,..,.,:. 

'-•·• M9 t.-.1.,,. ..a nettaer tile ..._._, lt ........ • * 
.__._. • te t.- itapDriet. tt p. are w •-treprt:...,,• lt It 

•~• Ula\ tWUt& te81ul8loti• are weeL at.19 ~- -.f 
~-- "ltitel.90• Ute ,.aition relati.Dg t• ....,..iP\/.,..i.,., 
~ e111N14 "9 ••rifiel. 

a) You •houlcl properq aasess the requireaent• ot -chin•l",J/•q•ipaent, 

spare pans, tool• etc and clecicl• 9P0n the proper •is• ot the plaat 

and •chinel",J an4 its •efulness for '\he purpose it i• bollgllt for. 

You ahoul4 reaeaber tbat once fixed assets are acq•ireclr it woul.cl 

'be Yer"7 diff'icult 'lo e.hange -ihea. Care!ul 'thought should, 'therefore, 

be giYen before cleciding upou 'th--. The •cbiner"7 it._ shoulcl be 

neceasal",J and adeq•'le, wi'th no naabo7ut illYestaent. Soaetiaes 

other ai'\a in the neighbovhood a.·- bave idle -chine capaci'\7 

which can 'be ued b7 7ou for aoae of 7our operation•, '\hu avoiding 

acldi'tional inveataent in 11achinel",J. Likewise it ia soaetiaea 

cheaper and convenient 'lo have some com;>onen'l• 'bought out in•teacl 

ot 'b\V'ing freab equipment and aaking thee on 7our own. Tbe•e point• 
11&7 'be kept in ain4 while deciding on investment in plant aa4 equipment. 

l>) To laave soa• icl .. of cc-•t• and q11alit7 on 7011.r own, th• na••• of 

Yario\18 •uppli•r• or manutac'tv•r• of the required ... cbin•J'J' 11111' be 

a•c•rtaine4 an4 quotations obtain.A. You •boul4 4•ci4• whether 'th• 

r,1tquir•4 ... cbin•l",J i8 to 'b• 'bought 4irtc'tl7 or on hir..,urchu• 

'baaia on vbicb JPKB 11&7 lik• to help. BoweYer, if &111' it• .. of 

... cbiD•J'J' are to 'be iapone4, 7011 •ho1114 appl7 for i•port lioence, 

if tb• import of t1'o•• it ... of uchint17 i• allowe4 11D4er th• 

13 



, .. ..._.rt•• s- r•l't ,.1111r. tld.l• a.i-.t- U.. ~ .a •9Nt•I 
,_ ~ ..._. 'l .. 'l 'l .. W llaa lila1- VIWW aal ..... Jild't8 
retpireaeata. 

c) Plalrt •••t.!l• Yo• will aye to 4•ci4• • tile pl.eat ea11aci't7 t"1ag 

ill'to OODBi4eftti• 'tile exlnag ..n.t, tile~ ..... , aillam 

CM\ ot pro4•C'll• ... tile~ ea11aci\7 er tile ple:at. 

i) Optm.I. enpwt, 
ii) Sat._ ........ 

iii) llPiDC pre1b1C'ti• eoa\'91 _. npenial• ..._ .. 

lY) Reaace , ....... 1 lb\uee .r .- aa aterta• ta pt•••• 

a) to• •llowlll ens'U'e tbat tile t7)'9 of l'Mf -ierial r-.Uret wlll generall, 

'be &Yaileble ill tile •--'ities 4eairetl at fair pricea aacl vllea wanted.. 

b) Where ~ it._ ~ raw -.terials, eheaical• amt allllitiYee and pacQ,

ging •terial• are to be iaported, 7ou •houl.4 ucertain whether 11nc1er 

the Ccwenuaent '• iaport poliq tllose could 'be i11ported. 

You •houlcl en•ure that the !ollwing utilit~e•/•e"ices are aYailable 

adequtel71 

a) Power 

b) Water ot good quali't7 

c) Disposal or waste and effluent. 

Jou should 48-tel'lline tbe manpower Deed• on the ba•i• ot the total pro~ect. 

The requireaent an4 availabili't7 ot the •killed, •••i-skillecl ancl 

unskillecl lab01U' and aanagerial perao1mel •hou14 be properl7 .. ••••ed. 

While the 1111skilled labo1U" ..,. be available ev•J7Where, stilled labo11r 

i• not available easil7 and 1111' bav• to procur•cl troa n•&J"1'r 
places, which i• costlier, or trained, which 11 ti•• coas1111inc. 

14 



;t..._j!.. • ,. a;;p 

a) llarMHM• ...._ ....ia laYe a eltllll' l•• rttpl'Ailtc '\Ile else ot tile 

~ tor tile .,..-' la '\M l'tCl• .,..,.. .. to ........ , l:lbq 

paill\la ot ilerbt, t•• ~ ... ,_. 11..,nlton ta tile fiel&, 

their price, tali- ot '\aeir pretl'Bl aa4 '\lleir ..rb\hC strategiea. 

after ._...._ ,._ fao\o89 JC>• u.u.l bnlop a 81litabl• llU'btlDg 

atratt.1r • .__._ ~ ,....Mt liliz. P"l•• .-11t7 all tlle nl• 
..... u ......... 

lt) n-~. 'Dlt!$1•• Y• WllMIH lilab projectt- for profituilit7 

•• a l*Z'lti4 W *•• PMtfit•lJtll" •f a '8lt Aepah .,._ tile coat 

et 'l .. -.,.-, flMir••• ~ ~ _.. .,._-ti-. an• nlea 
rn--. fte Wlllali1iit'ta '91.M(i• &Ila\ tillidd.a •f aal• at vhiu a 

11ili\ -b ~ table , ... ..,.. ell eQeil•~ 1. •·, it aeitllv earm 
a profit aer hcva a i..-.. 

c) •orki!J O.pital• Tile vorkbg capital req..P,reaent• mQ" be coapvtetl 

'laking hto accollll'l the f ollolfiaga 

i) The •inilnla nocltiag period :or raw -teriale, :filliehed goods eel 

riorea taking into acco11Dt the aYailabilit7 of rav material•, the 

lea4 dae reqllirea ia obtaining th•, ad•ance to be paid. to 

auppliere, q11aDt• reqllired for eneuring continuous production, 

off-take schedule of cutoaer requirements and tbe average value 
of etock.-i.D-p!'Ocess. 

ii) Percentage of credit aalea to total salea, the average period 

taken for bills to be realiaed. 

iii) 1dvance1 received troa customer• and credit in purchases. 

4) The total cost of the project can be computed u unders 

1) Th• co~ of fis•4 •••et• propo••d to be acquired. 
ii) Total working capital requir••e!!t• (tor th• first 7ear of productioD) 

iii) Pr•li•in&1'7 an4 pre-operative •xp•n•••· Provision should be ... 4• 

for ••calation of co•ta. 

•) Following are the •o111'ce• tor ••.ting the abOYe coat• of the projects 

i) ?0111" own capitalf •••4 capital uaistance fro• State Government/ 

amborH7. 



ll) 1.Mu/4epoait• f'n. p11r fl"l .... ,/relatiY•• wlliell oaa h llel4 

ter long perioda, u;r tllree pan. 

ill) •e4i- tera loau {for flntl u•et•) fro. tlae 1Nmb/'t•na 
leadiag illatitutio ... 

i•) Vorkinc capital loan f'rom the comaercial 'bank. 

Y) Cretlit Oil p11rchu ... 

•i} BPD bill 4iecountiag for p11rcbaa• of aachiner;r on 4eferretl 

P1V119Dt parante•• 

).).I o.-mi••tlo1t 

'!he project report ehoul4 inclae a write ap on the orpnieati~ •et-ap 

iD 7011r unit and tile aethocls propoeetl f'or aonitoriag performance. 

).4 Some iaporiant feat11re111t t,, be o"beenecl in rmming a aaall-cale 
food indust91 

).4.1 '!he planning in ke7 areae like ealee, production, &ad finance pl~a a 

••17 •ital role. You ehould, therefore, clraw an ann11&1 plan right b 

the begining to includes 

• 

i) Salee plans indicating the Yoluae or sales expectecl with product

viee break.-up. 

_ii) Production plans based on the ealee plan. Thi• would also give an 

indication of the capacit7 utilised. 

iii) Purchase plans not onl7 to ensure e110oth !low ot material• required 

but alao to give 7011 an idea of cost or 11ateriala. 

iv) Expenae budgets to take into account v~ea to the labour, rent or 

premises, adminiatration coats, aelling and diatribution expenses 

and other overhead•• 

•) Profit plans baaed on the level of eale• expected to be achieved 

in the 7ear. 

3.4.2 Such an annual plan will ~~1p 7011 in 14entif7ing the area{•) where things 

can go vron.;s whether there i• a need to recast th• plan completel7 or 

it needs a •light 1104ification. 
I 



tll• eerllen .. t•t tile MlDV liu• la nnacua•et. Per pv att 

to ra • Jd'Ofita1-l• lwel u& a-vat• latenal • ..,1. •ttici•t~, it 

l8 aec••BU7 to Mntll• tile probl- 4etalle4 'Hlw. 

'fll• 00-DD problw ant Pitt-all• ··- ia SSI 1111it• &rel 
Pro4uc\ion , __ 

i)Wot laaYi.Dg a A.\q..lnel9P14 prod.uc\ or projeat itlea at tile start ~•t 
opera'\iona ~tiag la Y.le produc\ioa capacit7 aa4 depletion of 

hnu ... -..tore ceinc - tor ~ial produc\ion. 

ii)Poor 11a'terial planaUt.J ~alll'ting ia 1111tler vtiliaatioa of capacl't7 

aa alao, -.rtage .t'•rkinc oapl'tal. I't is iaportan't t•t 'tile right 

ma'\erial .:J,IJ 'boqla'\_ at tile rigid 't:iae u4 ia tile rigid ... tit7. 

iii)Lack of production planning amt control leafing 'to iaetticiea\ wti

liaation of labour, 11aclline• ancl raw 11a'teriala resllltillg in lwer 

pr-ofi'\abili't7. If proper con'\rol i• not exerciae4 OYer procluC'tion, 

the deliver;r acheclule •igh\ not be •e\• 

iY)Break-clown of plant aad. 11achiner;r resulting not onq in costq 

repairs but also in holcling •P of production. 

v)Lack of quali't7 control, lumlinC '\lie uni't•' reputation. If the goocla 

are sub-standard, these 11111' b&ve 'to be withdrawn and reprocessed or 
these· 11111' be to'tall7 acrappe4. In either case, there will be lou 

of aoneJ' and ... teriala. 

i)Inadequate.assessment or demand for the produC't and the time it would 

take to build up a market. Tou should not go b7 hearsa7 in these 

respects but should stu&\y the features of competition in the market 

and plan the production accor4ingl7. 

. 
ii)A poor qualit7 product - Do Dot •acrific. OD the q11alit7 •• baving 

·'bought the product and found H 11naatistacto1'7, 110 one woul4 pwcba•• 

it again. 

iii)Bootini large orders at tix•4 prices in an iDflationa17 .. rket ahoul4 

'be av~i4•4f a price ••calation ela118• 1111' b• in••J'te4 in tb• oJ"Cl•~ fol'll. 
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Y)Poor arbtiag atrateo• 70• no1114 st~ '\he mrlcethtg atratec.r 

ad.opte4 'b,J others ill tile _. f'i•lll to :baproYe -.poa certaia aapecta 

'to pill an e4p ewer th•. 

i)Lack of financial planahg1 70• allould vork o1lt the aao111at of ha4a 

aeetletl tor acquiring fi:ntl. asset• for '\he lnel of operationa planaetl 

and 4ecide w.poa tile aollrcea fro. whicll these :hnda voul4 coae. Yo• 

ahnlll enalll'e tllat the lnel of' pretuc\ioa an4 Alee 70• litaYe p1-e4 

iB a'boYe the brealr.-n• poi.D'\ hcaue otherviae pwr 111ait would h 

illC111TiJag lo••••· 

ii).l'bseace of proper acco'llllting 1178\•1 in the absence of proper acco._ 

'ting or inf'ormatioa 117st• 7ou would aot know laolf 7ovr 11ni't is faring. 

You should rtt1t•'ber tha't it is •re expenaiYe in_ the long 1'1ID aot to 

baYe a proper acco11Dting s7st-. The acco11Dting 1178\• follove4 ahould 

'be auch as would prwide all financial inf'ormation vbenner requiret. 

iii)DiYeraion of f'llllda into 11Dproduct.iye uees1 fmula for developaen't or 

expansion llUB't co•e out of equi't7 and f11nda should not be drawn for 

no~productiYe uee•. Puriber do not. uee working capital funds for 

inYe•tment in plant and 11achine17 which •llould be purchased either 

out of interna.117 generated au:-plus or froa long tera finance. 

iv)Poor management. of working capitals e.g. car17ing excess invento17, 

tan11" collection of bill•, lack of expenee control. Jou •hould 

control expense• according 'to the level ot production b7 means or u 

expense budgst. There abould be a regular follow-up on collection 

of bill• to eneure 'that the bills are paid in ti•• and 'the aonq ia 

put back into the basin••• to ·keep i't J"lUUling ••oothl7. Jou •houl4 

aleo eneure tbat pqment• 'to creclitore are u4e according to •che4ule 

•• o'tbel'Wi•• good• mq no't l.e received from them in future and 'th• 

pro4uct.ioa ~ suffer. 

i)lev pro4ue't 4evelopmeni or 4ivereitica'tions 4o not fritter awa7 

internall7 cenerate4 •vplu• into new products at the cost of exi•'ting 

on••· J)o not 4iveri working capital towards development expen•••· 



... 

ll)Laok of proper orpataatloaa lt ~·to aot &llooate ~•Pl• \o apeciti.~ 

3oba an4 tell ta• to • ..._ tll97 aJlo'al.4 report, it volll4 ae'!.tllv h 

poasible to trace taibarea :ill operatiou aor rec'lif) tll-. To t.nion 

efrecti••l.7 70• _, Jaa.ye an organisation of tile right ais• u4 --• 
'b7 tile riglr\ people. 

iii)Foor iD4utrial relatiou 1 wdaeal t1t7 working c:>1Mlitiou, poor wages, 

no iaceatiYea t'or better production an4 not lookiag after ••rk91"11• 

satet7 001114 led to in4utrial 11Dnll't u4 lOllr productiyit7. If 709 

look after tile workers interest, tlle7 vo1d4 certaiDl.7 look after 7011r 

•it'• illteren. 

i!._£.IT. TWO 

J.6.I The strategic role of ..all acale toocl processing industries iD the 

cwerall econoaic 4eyelopaen\ of a n1111'ber of 4erelopi.Jag colllltries, such 

as India and klqsia, lla8 'been emphaticall.7 recognised in their 

national policies uul renec\etl in their fiye 7ear plau. With a Yiew 

to ensuring adequate flow of :f'11ncla, the ••11 scale foocl indutries 

aec\or is nol'llally recognised as a priorit7 sector. Perhaps it would 

be a good idea to see what has been done to succeasrull7 develop 

3.6.2 

saall scale food industries in so•e other developing countries. To 

IV aind, India is one COlllltr;J in Jaia where the small scale sector has 

continued to pl&T a vital role in the fultilaent of its socio-economic 

objectives. I, therefore, would like to discuss the facilities offered 

and mechanisa adopted there; all or some of which might be found useful 

for aclap-lation in Ka181'sia too. 

Definition 

Small Scale Pood Industries in India have been defined as industrial units 

engagecl in .anutacturing/processing/preservation ac\ivities with oriiinal 

inve•tment in plant an4 aachine17 not exceeding USI 300,ooo. A few 7ears . 
ago a e•ll scale indut17 was one which would emplo7 le•• tban 50 paid 

full ~i•e emplo7e••· 

3.6.3 Various Ag•ncies Suppo~il!I SSI• 

Prior to 1949, financial usi•t.ance t.o ••11 •cal• uit wu pantecl 

11&iDl7 "1' St.at• acenci••· fhereat~•r speciali••4 iD1'\.i~ution1 lit• 



State ftua~ial Corporati- (UC.). htioaal s-11 1114...trl• Cor)loratl• 

(ISIC) 1 State-s-il lll4watr1 .. CorporatiOM (SSIC.) ucl State »trectorat• 

of Ia4utriea were aet •P to ..et the oretlit ~1lireaenta of Sllall Scale 

Imlutriu. Prol1 1956 comaercial Mab la&Te hen extn4hg Yariou \7JMtll 

of cre4it faciliti• ill u iatenaiYe mllller. At the apez lwel1 a SSI 

Boar41 hea4e4 'b7 the Dnelo..-t C-iasioner(SSI) OYeraees the establiab
... t an4 heal'lQ growth of SSI .. 1-ta. 

teginra'lioa with S'late Directorates of Intl•'lriee hel,. a .. 1t to o1'taja 

all f'acilities an4 aaaiatance froa ao.en..ent. •egi.rirati• of -11 

-- - scale .. its i• aoae in two stages (a) PrOYiaioaal regi.nratioa an4 

(b) Regia:tration. 

Pl'OYiaional registration enables the 11nits to appl7 for ancl obtain faci

li·Uea nch aa shetls or construction of ahecle in indutrial estates, water 

and power connections, financial aaaiatance, .. chine17 on hire-pvclaaae 

etc. froa Cell\ral/s'late GOYermaent Organisation. ProTiaioaal registra'lioa 

is gran'le4 a't the District Industries Centre (DIC) leYel vi-thin a period 

of seven dqs a:f'ter receipt of application. .After the unit has taken all 

steps to C011mence production, it can appl7 for pelil&llent registration. 

3.6.5 Extension services of SIDO 

S•ll Industries Development Organisa·Uon (SDO) acts as a poliq for1111-

latin&, coordinating and 90nitoring agenq for the developaent of ••11 

ecale industries at national level. It provide• a wide range of enensin 

seJ"Yices through its net-work of Small Industries SeJ"Yice Insti'tu\es(SISI), 

Testing Centres, Procees-cum-Product Development Centres, Central Tool 

Rooms, Central Institute of Hand Tools and Production Centres. Each o! 

these Institutes i• tull7 equipped with technical officers, workshop and 

testing f•cilities to provide technical and other assistance to s111all 

scale too4 unit• in the area of their location. 

i) Economic Intorutioas Indust17 prospect •beets, a:rea aurve7 :report•, 

pro~ect profile•, teasibilit7 •t~ :report• are brought out 'b7 SIDO 

wbicb provi4e infoniatioa oa th• •cope for development ot •ariou 

in4111trie•• 

U) Technical A••i•tances SIJ>O prOYidea technical con•ultanq on tbe llOClel 



..a a .. tp •t t•caloal procea .... •• •t ..t.en. .. old.a .. ...i ...s..

... t •• preparatioa of 4•ipa9 l~wt of .. chla917 u4 u•inuce 

Oil all upec'\8 or procluction. 

iii) Qaalitz Iaproyeaeat• an4 ireatinc1 Vith a Yiw 'lo htpnying 'the qalit7 

of products 'being .. uractvecl in the -11 •cal• secto~ lf••ting 

Centres and StatiollB haYe lteen •n w.p in the area of concentration or 

apecific groupe of inc1:astries to prOYid.e apecialisetl testing facilities 

for a particular product or inc1.uatr.r-group. 

iY) Ilttl...-trial Jlllnap!!!t A lfrai.BiM1 SDO often censultanq •VYicee 

in the fieltl of teclmo m••gerial, marketing, q11alit7 control, 

p:roc1.uction, finance, labour lava, etc. uul -4eriakes apecial trair•.ng ' 

precr-es, in-plant st114ies, open ho•e lliscnussions an4 seainan • 

.l panel of consultan\s consisting of repvtec1. engineen, 'lechnologiets., 

scientists etc. on e.e'r7 branch of technology has been llra1fn up for 

such jobs or projects where expertise is not aYailable vith SIDO. 

In 'bac'lalarcl are&8, the s11all •cale units can avail of the senices 

of these consultants and the entire expenditure is borne ~ SIDO. 

In other are&8 the 11Di"ts Ila.Ye to bear 75'/. of the con while the rest 

iB borne 'b t Small Industries Dnelopment Organisation. 

3.6.6 Development Programmes 

i) District Industries Centress The District Industries Centres Progr ... e 

vas launched iD 1978 to provide a focal point for the promotion or 

Small, Ti~, Village ud Cottage Industries ud to provide services 

and support to the decentralised i~dustriea sector under one roof. 

ii) Incentives in Backward Areas: The Government ha• provided several 

incentives to enable entrepreneur• to e•tabliah industrial under

takin~• in backward areas. These include concessional finance, 

out-right •ub•idT upto 25~ ot tixed capital investment, preterential 

treatment in licences, transport •Ub•i~ UptO 75~ or the transport 

coat ot industrial raw 11aterials and tini•he4 goods in the •electe4 

area•• 

iii) lntreprenevial Development Propammeas 'l'he iaplementation ot u 

Entreprenevi~l Development Progr&1111De• an4 creation ot awarene•• in 

people tovar4• setting up ot a ••11 1oale in4ut17 are -two important 
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el...na hr ~...al a.ni.,._, Mil Nho\i• et •..,101-'• 

.l •-'Hr of ~.via'L llwelo,...at ~ _.., 'tllent'Ol'et 

Hing orgaaiae4 ...,. SD8 tllT01tgla s.all IahlrtriH Senice I..tit'dH 

&D4 tlleir 'branclle• with the help ot 'tile state Directorate of' Ia4utri• 

State Pinanc~l Corporatioaa, co.aercial Banka and. otlaer 4welopMat 

agencie• f'or the ltelletit of tittenat target grcnips oouining of' 'lllnli 

akille4/a~ltille4 llli4 .r..atft/iraet111ca'tetl penou. 'Pia••• progra

.... are orpaiaea :for agiaeeriltg u4 aon-eagineeriag eatrep_.,...eva. 

:lntreprenevial DWnl.~ ~· f'or ....,..ngiaeen inclwle •Wt• 
rural artillaDS, teehnttd.ua, w..U. aestiona of' 'tile aociet7, ed11catetl 

1111eaplo7etl aa4 tlae plf9ioal17 -..ioapped. 

iY}Ancill!!7 ~y~l ..... ~.~,l~a'ff'AFUM ~MaiJpc Un4er the ancil-

1817 deYelo)llllent progra1111e, indiYidwal ite11S are identifietl for 

ancillarisation and B11&ll acale ind11&tries are assisted for securing 

su~contrac\ jobs with a Yiev to providing thea effective markding 

support. .&s a part of this programae su~contracting exchanges 

proaote ancillarisationf the7 act as an information-ho11&e for •tching 

the requirements of aediuaflarge 11ndertakings looking for sub

contractors with a.11 scale units desirous of securing orders froa 

medium/large 11J1dertakings. 

v) Modernisation Prograaness The modernisation Programme envisages 

upgradation of obsolete technology of small scale indust17 through 

identification of their Jnput needs in rural, urban and backward. 

areas of the count17. The main objectives of the programme ares 

· a) Improvement in produC'tion technology 

b) Product Dtvelopment Design 

c) Testing, Design and Quality Control 

d) J.achinery an~ equipment 

Selection of proper raw 11aterial e) 

f) Application of improved management technol°'?J• 

Under the loclerni•ation Programme •••iDPr•, i_ndus'\rial·clinic•, 
--

industrial workshop•, modernisation ·oouro•• and •tu47 visit• are 

organi••4• 

Yi) Government Store• Purchase Proeanunes The,.a'liollll S•ll IndustriH 
Corporation veriti•• '\he competence of •mall •cal• uni'l• tor 
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ea.UiaC Ow.wt or4en u4 alina th• f'•r participatl• la 

Gw~at Morea hrclaaae Prograime. A a•b•r of it•• are reaena4 

for ezcl•i•• plll"Claaae, eoae i't- for purchase •pto 751 u4 others 

for parcllaae -.pto 50J or the requirement• froa ••11 acale lncl.•trial 

•i'ta 'b,J the Ccwernaent purchasing agencies. A price preference 

e:r!\encling llpto I~ ie ci•en to em.11 acale UDita OYer aed.i•/lar~ 

acale Dita. 

•ii) M•ir'IP.- Jo Yos !ngineera1 Uncler 'tbe A.ssistance 'to Young J:ncin•ere 

~e training is provided-through specific agencies 'to 11Deaplo7e4 

engineers. ~he pro~e envisages financial assistance to traiaetl 

engineers in the fora of s11bsiq on interest pqable on loans 'taken 

'b7 th• ~roa banlca/financ~.al ins'titutiou for acquisition of find. 

assets. The q\18Jltllll of subsid_J is the difference between the interest 

-at the rate of 7~ per BDDlllll and \he nontal rate charged 'b7 'tbe banb/ 
financial iutitutions on the loans so advanced. The scheae baa been 

further liberalised to cover non-trained engineers subject to 

certain conditiou. 

Yiii) Industrial Estatess The facilities being provided b;r the State

Governments to entrepreneurs in the Industrial Estates include built-up 

factor;r sheds; power and water facilities, roads, godowns, workshops, 

.co1111Don facilit7 services et~. 

ix) Reservation of Items for Productions With a view to giving protection 

to small scale UDits, a nwnber of industries have been reserved for 

exclusive production in the small scale sector. In food sector 

these ares Ice Cream, Pickles & Chutne7s, Vinegar, Rice & Pulse 

Killing, Bread, Biscuits, Confection~17 (except Chocolates), Rapseed, 

Kuta.rd, Sesame & Groundnut oil except solvent Ertracted, Sweetened 

Ca•hevnut Products, Poult17 Feed, Ground and Processed Spices, 

Tapioca Sago and Plour etc. 

x) Export Promotions Small Industries Development Organisation provides 

export marketing information, export con1ultanc1 and organises 

training courses and seminar• tor promo-ting exports from •mall 

•cal• ••~or. 

Trade delegations and stucQ' team• a~e sponsored trom the small scale 

••~or ~o help th•• 4evelop contact• with foreign b'U1'er•. Under thi• 
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programme~ •:t 'tile ezpenti't'U'e iaovre4 1lr tra4• lleleptl .. ull 

i ... oa aa.tuiltl• u- ie ..t 1',r tile •mtnr,r o:t Comaerce Dtler 

tile llarketing DeTelo:paent USiatance Scla .. e. 

Under the a4Tance4 licenci.ng aclaeae •-11 scale 111lita are able to 

impor\ raw -teriala, co.ponenta, •pares etc. requiretl :tor export 

production without JNqaent of cunom d.ut7 and. '9i.thfvitlaout Jaayillg 

export ordera ill hand. 

Siailarq, 1Ulder the Iaprest Licucing Scheae, 811&11 .-vale 1111ita can 

obtain licence for iaport, omaitle 'the d.ut7 enaption •claeae. OtJaer 

:tacilitiea prnicled to •-11 scale btluatriea 111l4er ~Jae Iaport and 

Bxpor\ Poliq through •inist17 o:t C-.erce are aa :follow•• 

a) Import Replenishment 11Dcler the scheme of Registered hporiera1 

'b) Cub Coapemsato17 aupport; 

c) I~ export-oriented 11Dita; 

cl) Dut7 clravbaclts 

e) Por recognition as •xpor\ laouses in small acale sector ainim 
liait prescribed 'b7 aelect products and non-select product• i• 
equiYalent to USI 60o,ooo and USS 2.3 aillion reapectivel7f 

:t) Suppl7 of expar\ credit at concessional rates etc. 

xi) Seedf!argin Konez Schemes The objectiv& of the Jlargin Jlonq Scheme 

i• to assist the State Governments to reduce the incidence of sick 

units and there'br ensure better ll'tilisation of installed capacities 

in s•ll scale sector. 

xii) lational Small Industries Corporations lational Small Industries 

Corporation promotes small scale industr.ies b7 providing suppl7 ot 

machineey on hire-purchase, enlistaaent of small scale units tor 

participation in the Govern•ent Stores Purcha.se Programmes, distri

bution of raw materials, 11arketi11g of small industries products aDcl 

extension ot marketiDg assistance at institutional level and providing 

prof ot71>e development and training facilities through Protot71>• 

Development-cWD-'l'raining Centres. 

xiii) Selt-!mJ?lOJ!•nt Scbe11es 'l'he sch••• provides •elf-e11plo7J1ent opportu

nities to educated unemplo7ed 7outb who are 111atriculate, are within 

tbe age group of JB-35 7ears, and do aot belong to attluent ••ctioD 
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of tll• aoclft7. Sligi'bl• ~nil are jrwi4et a ooapoalte loaa et 
US1 3,000 to aet -.p Rall illA•tr.r, witllon otterhg .._., -.rgia or 

secvit7. !'he gwe!'D1161lt usistance ill the :tom of capital Sll"blli~ 

to the enent of ~ of tile loan contracted le prcwi4e4 to e11.cb 70.th. 

).6.7 l'Uaancial Assietance1 

.l net-work of State l'inancial Corporations, Wational s.al.l IndlllRries 

Corporation, state s.all Ind:astries Corporationa, Comaercial Banb, 

Cooperative Baab u4 Regional Baral Baab proyi4es financial assistance 

to -11 scale 11Dita. Incl•trial Dwelopaent Bank proYi4ea ~f'iaance 

. to the industrial loans ahancel. lJ.r these iDBtit'Rtions to a-.11 ecale 

aec\or. 

i) State l'imcial Corporatioms (s:rcah state Pinancial CorporatioDB 

grant ten loans for the pvcbase of land, comrtru.ction of fac\017 

premises and purchase of •chine17 and equi]lllent for the setting up 

of new industries or for expansion or aoclernisation of the erl~ing 
., 

ones. SPCs generall7 prescribe a margin of 2~ and allow an initial 

holi~ of tvo 7ears for the loan re~ent (this period can be 

increased to f'iTe 7ears in backward areas). 

ii) Rational Small Industries Corporation(BSIC) and State Small Industries 

Corporations (SSICs)s BSIC and SSICs suppl7 11achine17 on hire-purchase 

basis to small scale and ancill&17 industries, the value of which 

should not exceed USI 300,000 and USS 350,000 respectivel7, inclusive 

of the value of 11achine17 and equipaent alreadT installed. The 

payment for the machine17 and equipment is made directl7 to the 

suppliers. The hire purchas~ value is generall7 recovered in 13 
half-7earl7 instalments and a rebate of two per cent allowed if the 

instalment• are paid before the due date. While BSIC supplies both 

imported and indigenous machine17, SSICs suppl7. onl7 indigenous 

11achine17. 

iii) State Directorate• of Industriess State Directorate• of In4ustrie• 

sxtend a••i•tance ranging between USI 80o to U31 4,000 for the 

construction of tac-to17 p~••i•••• P11J'cba•e ot aachine17 an4 equipment 

and working capital. ~bese loan• are rep91able ia five to •sven 7ear•• 
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lY) Caw:rolal Ballba Ca-arclal Jlub Jlll'WH.e aort tna u4 ..u._ tera 

thuclal -l"'-•• lflle allort tua ontit taolliti .. are iran.a 
tor workbg capital re411ai.reaenta of tile •it• like t-.e tor raw 
.. tviala, ~~proceaa, fiaiahad. pro411cta, 'billa recelYa'bl• u4 

'boolc 4ebta. 'file aeti._ 'tua loams are grantad. for '\Jae •CMl'Rieatioa 

of land., coutracti• of facto17 premia .. , p1ll'Cllaae or .. c1a1aer,r u4 

eq'Ripaeat aa4 operati•• ezpensea. 'flaeae loans are paeralq graate4 

tor perioh ranging traa fiYe to awn 7ean. 'fhq alao establisla 

lettera of cre4it oa bellalf or ti.etr client• tno111'i.Jag aw.ppliera or 

rav .. tviala/aclaiaer,r ('botla 4oaestic u4 toretOa) which eneatl tile 

"ha•ken' unraace tor~ aDi tla• laelp tlaeir 4eli•U7• Certain 

traaaav\iona, pariicnalarq those ill contracts of aale to gcw~ 

4epartaeata9 ~ requiJ ~ paran'\e .. bei.llg isaue4 ia lin of aenrit7/ 

earnest .... 87 4eposits for release of IUIYance monq, auppq of raw 

11ateriala tor proc .. ai.Jag, hll PQ11ent of 'bille on asa111'81lc. of 

pertoftlimce nc. Comaercial banb iaB11e such gaaranteea also. 

T) Incluririal Developem Bank (DB) 1 !'Jae ind:utrial Dwelo,.em Bank, 

'\he apex clnelopaental ~ for a11all, 11ecli1111 an4 large industries, 

extencla assistance to SSI 11nita through two •,jor acbeaea1 

a) Billa Re-cliecomrUng Sche11e, 11ntler which the mnUf'actm-era o"' iDcli

geno118 .. chine17/capital equi,.en~ can offer cleferretl ~ent 

facilities to their b'V'era (the periocl of such pa.111ent being not 

leas '\ball six aonth8 ancl not 80re than fiye/awen 7ea:ra), the relati 

'billa, acce~ecl/gaaranteecl b7 tlle lnv•r an4/or his bank~, can 'be 

tliaco11ntetl 'b7 the ... Uf'act111'er with hi• own bank to realiBe the 

coat of machine17 i•e4iatel7. !he latter, in tuna, re-4isco1U1ta 

the bill• with IDB and obtain• the 89011Dt paid. Subaequentl7 be 

takes them back before their 4ue datea and preaents the• for 

p&7111ent before the 'bVl'er/hi• guarantor. 

b) Refinance Scheme, muler which IDB refinance• eligible tel"lt loans 

granted b7 banb to the SSI bonowen. 

The Industrial Development Bank ancl •o•• coaercial bana bave sn-omcnetl 
State Technical Con•ultanC7 Organi•ations to exlen4 con•ultan01 

a••i.tance to entrepren•m"•· 
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•l) .. tioal ~ tor.Wi~twal -a bral --.l•JI!!!! (aAND)a 'file 

aati-1 Buk tor Agric11ltwal u4 bral Jt9elo,...t ... •e\ .. la 

1982 '\o prnitl• re-f'1-oe u•ill'tance to State CooperatiYe 19aab, 

Regioaal Jhlral J9aab aml ot1aer apprne4 inatitdioaa tor all kiata ot 

pro411c\ioa aa4 illYeataeat cnti:t to -11 •cal• iatl..trin, arti .... , 

cotta.p aDll •ill.age in4.tri•, lum4icrafta u4 other &1114111 ac\i•iti• 

Yil) SpecWi•et Iaeti1..tio•• 'feelmical -i~an~ aml pi.llance ia a witle 

_ range of' eujeata la pl'9Yitle4 tlarollCh •P98ialiae4 1-'tituio- anA 

ezperta aY&ila'ble witla. tlitfereat awelopaent orpniBati•-· 

a) e ..... i.... .....,. iaoeae bz laws 

i-} l••s't11Pt .allOQBcec An iDYenll9Dt allowance of ~ of '\Jae act•l 

coat of '\la.e new plam an4 •chinel'J' i.Jurtalle4 'b,J a -11 •cale 

imlustrial nit i• allG11e4 u 4e4ucrtion aubjec\ to certain· cond.itiOJ 

inclwling the requireaeut of the creation ot a re•ene ot not la• 

than 7~ or the allG11ance. .ID i•erisen\ allowance ia allowed at 

the higher rate of 3~ to the uen of tnov-hov 4nelope4 within 

the comrt17. 

ii) .borti•ation of certain Preli•iD!r'l Bxpensea1 Certain preliaiDa17 
expenses like expenditure incurred on preparation of feaai'bilit7 

report, market 1111l"Y97 etc, legal charges for drafting agreeaent, 

printing expense• of the aeeorand1111 and aJ"liclea of asaociation, 

reginration fee• o~ the comJNUV', expeneea on public ies11e of 

•bares or debenture• of the ~ etc. are allovecl for uoru.

aat ion aubj~ct to the condition that the aggregate aaount i• not 

to exceed 2.~ of the co•t of the project. 'fhe uoritieation ·i• 

allowed against the profits in ten equal instalaent• over a period 

of ten 7ear•• 

.iii) .&44itional Depredation tor lev Plant an4 .. chine171 In addition 

to the noJ'll&l depreciation allowance, an a44itional 4epreciation 

at the J'aie ot ~ of the aonw.l 4epreciatioa allowance i• allowed 

in re•p•c\ of new rachin•17 or plaat i••talle4, •ub3•ct to certain 

con4ition•· 
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lY) 'fez m--iOft la IWpeet of a•q •d 9 llllal.1 •oale hAwRP!!! 

UaAwtalri!I! la nra1 arMaa & 4e41lC\i- eqal to 20J •f tile 

profit• 4eriYe4 f'l'Oll a aw -11•cal•111ltlertakhg en 9P ill nral 

area la allwetl while coapwti.g tile ta&'ble illcoae ftbject to 

certaill con4itiona. Tlli• 4etl•ctio• la adai••i'ble f'or a perio4 of 
IO 7ean uad. i• uaila'ble ill alltition to the aorm.1 4ed..ctiOM 

111ltl.er the Income hz &ct. 

Y) T• Boli!u t~ Jw 1 ... ~rieaa A 4etl•~ioa eq11al 'to. ot 'the 

protii.e 4.eriYell f'l'Oll a nev in4...trial ...tertaking i• all•ed. for 

the parpoae of 4.etenailliltg 'the tasa'ble income for the f'int eight 

asaea~t 7.-n (ia hetvaN ar-. tllia perietl iB IO 7ean). Thi• j 

a coace .. ioa uaila'ble to all the aev :iJlllutrial -aerta:tillp 

i.rreapectiw-e of their locatioa. ftile this conceaaiou i• not 

aw-aila'ble 'to tile large utl aetliwa in4utrie• in the aoa-priorit7 

aect~r, an exceptioa laaB 'been_ 11114• in the case of •-11 acale 

intlutriea. 

b) ConcesaioDB 11n4er Bxciae Tariff• 

The salient f eaturea of a new acheae of Bxciae conceaaioaa for a11&ll 

acale 11nita ares 

i) B:Jteap!ionfPreferential Rates 

Yalue of clearance 
in a zear 

- Upto USS 125,000 
Above USI 125,000 and 
upto USS 625,000 

~ Above USS625,ooo and 
upto USI 1.3 aillion 

Rate of clmz 

Pall7 ez.npt+ 

Jol'llal clut7 reduced bz IO 
percentage point •ubject to 
a ainillllll clut7 or 5~ 
ad.-valorem. 

Jormal clut7. 

ii) Bli1ibilit1s Th• above •ch .. e wou14 appl7 to all unit• wbo•• 
clearances in th• prece4ing financial 7ear 4i4 not excee4 USI I.3 

ailliQn &114 which are regi•'t•r•4 a• SSI unit• with the State 

Directorate of In4ustri••· Bowevers 

•in oase of ait• which pro4uce llOJ'e than one article falling 
111141r different tari(f hea4ings, th• li•i' of •s••snion can '° •P'o 011250,000. I 



( 

a) wait• .-.. ftl• •f oleuana- :la tile ~oetiac tiaaolal 

7Mr ticl aot ezoe.a 1JSI 62,500, or 

lt) i• aot li.keq to exceed. USI 62,500 cl11ring the CUTeat 7ear1 or 

c) whlcla laaye "ben aYailiDg of' the Yario• •x•ptiou f'or the 

-11 •ector, 

wo'Rlcl 'be enmptetl. h'Oll the coa4itiou regard.i.ltg regiatratioa u 

SSI 111li't•• 

iii) .&ll th••• 'Dit• whose Yal•e of' clearance• clo not exceed. USI 85,000 

will not 'be relp.i.re4 to obtain a c .. tral hciae Licence. 

c) InoeatiYN ..a ••ON•i•• 2nwicl.t ),r 8\ate P!•nmeats, J.ooal , 
penwaerrl• P4 tb•ir yenciee 1 

The priaar,J respouibilit7 tor execnitiye action in regard to the 

clnelopaent or .... 11 iDd:wrtri•• and the illplnentation of the pro~· 

of assistance is that of the state gcwernaents and the~r agencies. 

To attract the proaotion of a.all scale indun1·iea in their States, 

thq offer n1111ero1111 incentiTea and concessiou to the entrepreneurs, 

besides those of the Central/J'edral Covernaent and organisations. 

These include cash s~bsiq, aales tu incentive, exemption froa 

~ent of electricit7 dui7, concessional power tariff, water 
subsiq, loans for purchase of Diesel generating sets, Octroi exe

aption, exemption from Stamp iut7, lliub•iQ' on preparation of feui

bilit7 atud1', subsidies for preTention and control of water pollution, 
for the purchase of testing equipment, .arketing assistance, allotment 

of land/shed in industrial areas, loan for working capital, subsiCV"" 

for housing of workers etc. 

3.7 Legal Requirements 

In their paper 'The case tor Labour Intensive Industries in lal&J'sia•, 

Chee Peng Li• et al pointed out that the efticienc7 of s•ll scale 

industries was not 11p to the •rk clue to ce:riaiD operational inadequa

cies Yi........,i• legal requirements • 

.I n1a11ber ot coutries have aneral a~• relevant to the operations of a 

facto17. Their Jn'OYision• ensure smooth operation ot the plants and prOY 

better environment an4 working conclitions. Some ot them ares 



l) hctorl• Acta '!la• hctori• Act hp 1- tile •ia1- ll•ltla 

....... an4 welf'are .... urea which an to 'be a4opte4. '!llq 

aafepartl tbe Afet7 all4 tile general welfare of' the workera. 

Cutaia ~ri.G'tio• oa the working lloU'a aa well aa age or 

eapl07eee aa4 tlleir tit••• to work are alao hlpoae4. '!Ile act 

hlposea cr~iMl lia"bilit7 on the occwpier or tbe anager of the 

racto17 ror certain acta of' commi••ioa or omi••ioa. 

ii) P.,...t or Wyea &ch This Act aeeb io regulate the tiaeq 

~'t of' wages 'to person eaplo7ecl in the illclutrial eatablisllllen'ts. 

iii) P!jt!!n't of' ISG•• aJJi Gn.tuitz Actaa 'fbe Acts define the •ia1-

bons an4 gratuit7 pqable to the eligible •plozeea. 

iv) Blaplozees Prnicleat J'an4 .let 1 '!his Act 4etaila the extent of contri

lnation to be -c1•, eligibilit.rf'or aeabership, duties and re•ponsi

bilities of the •pl07er and. penalties ltrYiecl. 

v) Bllplo7ees State Insurance Acta 'l'his act gives a list of obligations 

on the parl of the •pl07er and. rates at- which pr•ia is JNll&ble 

for the insurance coverage of eaplo7ees • 

•••••••••• 



.& clcaee uaainati• of 'the polic;r reoa_•.,atl- ..&•...,Ali ..a 
Sall.ii (111DK> aeport) vi\Ja regar4 to tile •veU7 Pacte17 Sell-• 

will meal tlaat .at of the proltlw la tJae Pengk-1- Claepa project 

arose tl• to ceriaia veab••••· llajor CGDBtraillte of markeU.ag, 

raw .. terial procu-eaeat, titlancial u4 teclmical eenicea, ...aprial 

trainiag, pl-\ ef'f'icien9, liabgea etc. eollltl 1te aYoia• • 

.&\ \he end I laope \be altwe c ....... i• of approacla .. , atrategi.ea u4 

•claani- a4apte& -• :follen4 ia a tlwelopiag ••'r.r - tlef'ialteq 

llelp i• •••loping Di a...talahtg tile -11 •nl! feo4 t.a4u\17 

eec\or. OVillg "• tile -...1e veabea• .- llullica,. •f --11-eeale 

ind.118'17 aa4 the ehertage of i.ll..titwtioaal apaci .. to pnrih the 

senicee ancl f'acili~ies aeeaea, the Gwernaeai in llalqsk -. viah 

to ...... certain apecial reeponsiltili\iea for its 4welopaeat. 

The most ilaporian\ ooatrilt'dioa tlle Gwenmetrt can make i• to dopt 

tlaose policies aacl pro~•• vllichvill f'acilitate '\he healtb.Y 

growth of eaterpri••• in thi• aector • 

••••••••••• 
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