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CHAPTER = III

GENESIS OF THE SCHEME OF SELF.EMPLOYMENT

3.1 INTRODUCTION :

In this chapter the researcher has made an attempt to
discuss the special employment programmes for educated unemployed,
This chapter gives the reader a detailed information about
various employment programmes for educated unemployed, their
objectives, financial pattern, and employment generated during
the period of programmes., The programmes discussed in this
chapter help the reader t0 recognise the Government's attempt
t0 reduce unemployment problem among educated unemployed, The
scheme of 'S8elf Employment tO Educated Unemployed Youth'®
discussed in this chapter glives the reader detailed information
about the scheme regarding target group, the operational
responsibility of the scheme, Government assistance, training

and other inputs and details about system.

The main pﬁrpose of presenting the genesis of various
employment programmes is to acquaint us with the historical
background of the scheme. This will enable us to understand
and appreciate the working of 8elf Employment to Educated
Unemployed Youth in better perspective,
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302 FROGRAMME FOR EDUCATED UNEMPLOYED ( PEU)

During the Fourt?ﬂfear Flan this programme Was initiated
for theee years (1971—74). The main objective of this programme
was to mobilise technical and educated manpower., This programme
sought to absorb this manpower into various activities, like
rural engineering surveys, expansion and improvement in the
quality of elementary education, financial and other assistance
to small entrepreneurs, agro service centres, expansion of
consumer cooperatives, investigation of road projects and

investigation of power and flood control projects.

These schemes(%é?éphanded over to respeetive rinistries/
Lepartments for impiementation. These schemes were envisaged
to be 0f developmental nature and of short duration so that
these would be launched immediately and executed within a year
or so.1 These schemes helped the new entrepreneurs under the
package programme, The package programme included government
assistance for consultancy services, preparation of feasibility
reports and detaild project reports, funding state industrial
development corporation tO enable distribution of machinery to
entrepreneurs on hire purchase basis., It also included
construction of Inaustrial Estates, provision of margin money,
assistance to individual entrepreneurs and equity contribution

to corporate ventures of technicians.
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Another scheme under PEU, provided for training the
entrepreneurs and subsidy on interest liability of more than
5 percent for establishment of agro service centres. The funds
placed at the disposal of the small Industrial Development
Corporation, State Financial Corporation and Agro Services
Corporation were utilised by them along with other funds at
their own disposal., As a result the impact of the programme
input cannot be separately calculated, YThe schemewise
information was_Somplied by planning commission during the
period of the study. JThe planning commission observed that in
1972~74 out of the amount of =s. 6,38 crores utilised for
stimulating self employment activities, as much as Rs, 5,16 crores
pertained to induséages sector scheme. This sector also

accounted for 9,000 out of the toral of 11,815 jobs created.

i

The agriculture sector accounted for algpgp»a;¥mg§mgpe rest
of the expenditure and QEB;X?mgnt. The largest single item of
expenditure was that on industrial estates and shads. The total
financial assistance provided uncer this programme was Rs, 102,66
crores in 1971-74 with the employment opportunities generated

for 97,000 educated unemployed.

3e2.3 2F &CIAL EMFLOYIMaNY PROGRAMIE ( SEP )

This programme was an additional programme drawn up in

1972=73 for two years (1972-74) enabling the states to take up

8631
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employment scheme on a much wider scale and for educated as well
as uneducated persons in urban as well as rural areas. Under
this programme the concerned states were given full freedom £o
draw up their own schemes, 7These schemes were to be in addition
to the programmes already initiated by the Government of India
for the benefit of the educated unemployed, Whilie fornmulating
proposals for rural areas, the recommendations given in the
interim Report of zxpert Committee on Unemployment (Bhagwati
Cormittee) were to be kept in view and the schiemes were to be
prepared in the lighit of local requirements and special
conditions.2 Like FuU the =cheme under the programne too was to
be of developmental nature and of such a duration that it could

be excuted within a year or so,

Under this schene the states were provided with a ceiling
of central assistance and were asked to make matching
contributicne. It was found that the states were given ample
opportunities for formulating suitable schemes for self employment

ventures within the guidelines., But most of the states prefered

[ SRR

to utilise the allocated assistance of providing stipendiary

rme 1 ey

employment in the public sector,

Schemes partaining to self employment were taken up in

1973~74 only, by about half of the states and only the six states
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of andhra Fradesh, Bihar, Gujarat, Karnataka, Kerala and

Madhya Pradesh took up sizable schemes.3

Rs. 3.8 crores capital assistance was utilised for self
employment scheme under this programme with employment generation
j reported at 20,0000. Gujarat alone repited a figure of 10,127
?“created, 9,088 from a single szheme of financial help to
értisans. It would be noted that this scheme was not directly
meant for educated unemployed. Kerala reported employment
generation against this programme though expenditure has been
met only partially from this e.g. for training of cattle
improvement assistance and rural dispensaries. The total central
assistance provided to the states under this programme was
Rse 31 crores anc employment generated was reported at 2,21 lakhs
persons in 1972~74, 7This enmployment was generated both through
central assistance and matching contribution made by the

states.

363 wAPLOYIM-NT PROMUTION FROGRAM:L { wbF)

The banks and the financial institutions expect
entrepreneurs to railse the risk capital to the extent of 25% of
the project cost. sometimes an entrepreneurs may not be capable

in raising this amount.
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Under the scheme 10 to 15 percentage margin as seed
capital is given to educated unemployed youth to raise the
initially required risk capital. The main purpose of Government
behind this is that unemployment from which other unemployed /ﬁ

’

person could get jobs subseguently,

Such candidate who has passed 3.,5.C. or who has got passing
certificate of industrial and whose age group is between 18 to
40 years is eligible to get advantage of secd capital under the
scheme,

There are different limits regarding margin money prescribed
for various categcries like industry business anu service, The
seed capital is made available at different rates, depending upon
the project cost. for example, in case of project with costs
upto 1 lakhs, an uneducated unemployed is entitled to get 10
percent, while in case of projects of more than oﬁe lakh, he is
eligikle to get 15 percent of the amount as seed capital. Under
the scheme, provision of gurantee by two persons with some immova—

St
ble property is must,

There is also another condition stipulated in the scheme l.e.
@gﬁeducated youth is supposed to provide a domicile certificate -

that he has been staying in the state ©f Maharashtra for last

fifteen years.4
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The loan for seed capital bears the interest rate of 4%
under the scheme, The rate at which the seed capital is made
available is different for the economically and socially backward

categories, For example.

a) A candidate belonging to 5.C. category is entitled to gate

i

20/ of the amount of the project cost,

b) In case pf economically backward category, the applicant is

eligible to get 22,54 of the project cost,

This clearly points out the fact that preferential treatment
is being given to socially and economically backward categories

in procuring se=d capital under the scheme,

The different regional corporations like DCKL and WMRDC are
entrusted with the responsibility of making available the seed
capitel to entrepreneurs,

Loan repaying period is 8 ysars after receiving loan, The
working capital lcan will be refunded after 3 years,

lhe mame of the applicant must be on the live registered of
employment exchange before he/she becomes eligible to seek seed

capital under the scheme.

3e2.4 HALF A MILLION JOBS PROGRAMMS (Hamgg% :

.

In the year 1973~74 this programme was introduced, This

programme confined itself to the educated unemployed only.
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It aimed at providing employment opportunities to highly
educated persons as well as matriculates and also to technical
diploma holders, It was hpped that programme would clear a backlog

of 20% of educated unenployment every year,

This programme was extended to hereditary artisans and
traditional craftsmen especially belonging to weaker sections of
the society, who did not have specified minimum gualifications,

d badly needed help under comprehensive guidelines were issued
for the formulation of various schemes and proposals. Under the
programme, these guidelines included inter alia, the maximum

stipend per mansum for various categories of educated unemployed.

Tk} e

ST

scheme of subsidised employment to engineering degree and diploma

e;) guidelines also included details about special incentive

holders and some points emphasising ne=d for special attention for
war widows, disabled handicapped persons and like,

The main thrust to promote self employment ventures through
the provisions of training and margin money assistance to
individuals and partnership, share capital contribution to the
cooperatives of unemployed job seekers with a basic regquirement of
mobilisation of support from financial institutions, was made under
this programme, Fromotion of self employment venture were not

e

resticted to the industrial sector but were extended to cther
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sector like agricultural and allied activities, cooperatives,

trade and services and transporte.

A rew state industrial Development corporations provided
built up sheds to these persons at certain selected locations.
The state Government also provide entrepreneurs with margin
money in order to enable them t0 undertake the projects, if they
could contrikute only 154 of the cost of projects., In addition to
provision of support by way of margin money/ share capital assista
ance, the precspective entrepreneurs were given suitable training

on a stipend at prescribed rates,

411 the states initiated self employment under this programmes,
but the level of achievements were low in some States, The HAMIP
provided at the cost of 16 crores to the centre, Since some of
the self aemployment schemes continued to be under implementation,
the full potential of the sanctiocned schemes was still to be
attained, The total central assistance provided for this programme .
wasS RSe 55,13 crores, with employment opportunities generated
reported at .41 lakhs, = 6

ror the benefits of state Government who were required to

formulate their proposals detailed guidelinés were issued by the
planning commission, some of these guidelines in brief were as .
below, 3
a) Emphasis should be laid on self employment programme,

b} Employment programme should be such as to be taken up in the
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a)

e)
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fifth five years plan,
Efforts should be made so that at least 20% of the educated
unemployed are apsorbed during the year 1973-74 in each

state,

The educated unemployed persons should be from a family

having no sources of income should priority get over otherg{é&é}
)

Special attention should be given in providing jobs to

the graduates,

Training programme £hould be undertaken to improve the
empioyment and absorptive potential of the educated

unemployed,

From these four schemes mentioned above, it is clear that

these schemes help the entrepreneurs to formulate suitable

self employment ventures through the provision of training and

margin money assistance, It is also clear that promotion of

self employment activities through Government support was not

altogether a new phenomenon arising from the special employment

programme,

S5ince the nationalisation of the major banks in 1969,

prcovision of credit facilities to the primary sectors, including

agriculture and small scale entrepriser has been a major focus
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£ their activities.7 Even since the nationalisation of major
commercial banks in 1969, financing small scale industry has
assumed an important place in banking activity, what was new
about the special employment programmes was the emphasis on the

need to provide credit assistance to the educated unemployed,

SELE EaFLOYMoNT 10 sDUCATE. UNBMPLOYED YOUUH(LuiUY) 3

3.365

Central Government's new scheme of providing self employment
to educated unemployed youths, needs & brief mention here, In
the year 1983 (15th August) the late Frime lkinister lkrs, Indira
Gandhi announced in her Independence Lay address that two and half
lakh educated unemployed youth in the country will be provided
every year with a package of assistaﬁce. by way of bank loans and
Governumaont subsidy to undertake gainful self employment ventures
in industry, service and business, dased on the above, the
Reserye Bank of India had laid down guidelines for the
implementation of the scheme by all scheduled commercial banks,

For tnis scheme surplus loan of <s, 325 crores will be
given by banks and 50 crores rupees will be provided by Central
Government under this scheme,Uistrict Industri€S Centres will
be helped for providing loans and related facilities to the

target group of beneficiaries,

OBJuCTIVES 3

The main objective of this scheme i8 to motivate the

educated unemployed youth for self employment. This scheme is
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known as "welf umployment ocheme" for educated unemployed youth,
303e6 IARGET GrUUE 3

Such educated unemployed youths are included in this scheme
who are at least .,5,C, passed and whose age is in between 18 to
35 years, Freference and importance will be given to women and
technically trained youths, 7This scheme is undertaken for such
youths who are unable to collect capital for self employment on
their own, Jther youths who have other sources of income, will not
be given place in this scheme, iue care will be taken by the
Govemment 80 that only poour pedple will eat the fruits of this
scheme and rich people will not get the profit out of it, <his

scheme 1s implamented in the entire country except in cities

with a ropulation of more than one million as p.r 1981 census,

30307 WBJLTTIViw Ui il olidutic 3

e main objective o: this scheme 1s to provide self
employment to at least 2,00,000 to 2,50,000 educatec unemployed
youths, per year, according to the oruer of Cent.al Government
to bistrict zqnnstries Centres in the country, isaharashtra
Government has decided toc provide self employment to 2,800

educated unemployed youth for the year 198384,
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3438 CENTRAL OFrICE 3

At district level the res sibilitnggggsimplemcntation
of this scheme is shouldered on uistrict Industries Centre,
Listrict Industries Centres are providing all kinds of help
to increase small scale industries and self employment., Distrigt
Industries Centres will be working as link between bank and

educated unemployed youth while implementing the new scheme,
30309 LoabIIFICAIIUN UE BoNcFICIARIES 3

This programme will be pracd sed by the banking department
of Central Government, 7The o, erational responsibility of thé
implementation of the scheme has been assigned to the uUistrict
Industries Centres ( LIC) which in consultation with the lead
bank of the district are functioning as the gggg} agency for
the formulation of the self employment scheme and their
implementation, The district lndustries Centres are playing
an important role in the development of small, tiny and village
and cottage incdustries by providing help to entrepreneurs under
a single roof.8 ihe task force set up by the LIC's canaiatl“gg_
of the vencral Manager of the DIC, Assistant ianager of LIC,

a rupresentative each from the lead bank and concerned small

industries, service institute and the uvistrict kmployment
Officer. Besides the above, a representative each of the two
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more leading banks of the district having larger representation
in the district in terms of number of beneficiaries, expected
for financing under self employment scheme etc., have also been

included,

The S5I5IS are assisting the DICS in carrying out surveys,
assessment of potential and preparation of projects, The DIC

task force is responsible for :

1) Monictoring and selecting the entrepreneucs,

2] Identifying and preparing schemes in trade, service,
establishment and cottage and small industries,

3) Determining the activities of each of the entrepreneur;

4; recommending ioans for the entrepreneurs,

5) Gettiny speedy clearance as necessary from the authorities
concerned,
The LIC's give adequate publici+ty to the scheme and invite

the applications,

A1l types of forms are availaple in Listrict Industries

Centres Incdustry inspectors have been distributing forms by

P
visitin /EOEevery Taluka ranchayat Office.

3,3.,10 LOANS FROM BANKS 3

A person whose total annudl family incomeé is not more than

Rs., 10,000 will be eligible under this scheme, Credit supply
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from banks will be eligible under this scheme. Credit supply
from banks will be within the range of Rs. 25000 to 35000

in the form of a composite loan, For business Rs, 15000,
service industry 25000, and industry Rs. 350000 credit assistance
Will be provided., ‘Une bank would not require the ownzrs
contribution in the form of margin money nor collateral
security or third party guarantee, The assets created out of
bank loan would be the security. KRepayment schedule is
determined depending on the neature and profitability of venture
runnin¢ over a period of 3 to 7 years with a moratorium of

6 to 18 months. 7The rate of interest is 10% per annum in

backward areas and 12% per annum in Ege'other areas,

363611 GUVLRiniil ASSISLANCE 3

Government assistance in the form of capital subsidy
conputed at 25 per cent of the total amount of loan is made
availaocle to the bank after the disbursement of the loan,

The subsidy amount received is kept as a term deposit in the
name oOf the entrepreneur under lien to the bank and would

earn interest rate applicable to the relevant term of maturity.
After three fourths of the loan amount due is recovered, the

balance one fourth amount will be adjusted by the Sank against

the deposit.
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303412 RECOVERY OF LOAN :

recovery cf the amount which is given in the form of loan
will be shouldered Ly selected banks. However, as far as
possible entrepreneurs will be encouraged and helped for

repaying loan by bauks,.

363613 TRAINING

Training will be given by District Industries Centres and
small scale service institution to those entrz2preneurs who are

in nedd of knowing apbout selection, use and management of banks,

now=a—days entrepreneurs are properly guideda in one day or
seven days :training programme held by District Industries

Centres,

303,14 Ouhiz KIND Or a1D 2

Selection and fixity of places will be done by muncipal
authorities for trade and service centres., Freference
in case of providing §nade in Industrial area will be given to
those who already have selecteu inaustrial entreprises.,
wssential instruments will be provided on rental basis by
“National Small scale Industries Corporation and State aid
Branches to those who are in need of machinery and other

instguments like seeds, machinery and iremium of loan will be
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inciuded in the capital aid, Some amount for expenditure from
" loan account will be provided before opening entreprises, Now
above mentioned scheme has been implemented and to make this
scheme successful preference has been given by District

Industries €entres and selected banks,

303015 PLRIORMANCE BY [HE BANKS @

ReB,I, fixed a target of ks, 320 crores for all banks for
the year 1983—84, and each bank has been advised to lend one
percent of its total bank crédit. The scheme was received
with great,enthusiaSm by the educated unemployed youthsof the
country and tiie banks have sanctioned loans to 2,42 lakh
peneficiaries, However, it has been laid down that 50% of the
cases for industries ventures should be related to small

nusiness,

The scheme was also extended till 31st march 1986 with the
targer of 2,5 lakh beneficiaries by the Government of India for
1965-88. The provision for the same hdas also been made, in
1986—-87 budget for Rs. 1.3 crores as against Rs, 65 crores in

the year 1985-86,

3e3e16 MONTITORING 3

Progress made under the scheme is being monitored by the

DIC at the District level, Monthly progress reports received
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by the DIC from bra,ches of various banks in the district are
reviewed in the District advisory Committee of DIC of which
collector or District iMagistrate is Chairman, The progress 1is
being forwarded to the bevelopment Commissioner of Small Scale
Industries., 7The performance of the banks is being reviewed
State wise at quarterly intervals and the Board is kept informe&

of the steps taxen to implement the scheme.10

363617 LErECIIVE DiellIVinY OF LOANS 3§

ihe progress of this programme has been commendable,‘effecti!a
succesy of the schemé depends upon the fol.ow up of the
peneficiaries, It is the expgerience of the banks that most
of the applications of entrepreneurs ware for supporting small
business and the educated unemployed comming forward for
industrial activities are less in number, due to the
unawareness of new industrial ventures and new project ideas in

industries in the district.
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