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CHAFTER I11 ¢

EVALUTION OF POLICY /ND FROGR.MMES FCR
INDU STRIAL DISPERS/L

The central investment subsidy scheme, the scheme cf
concessional finance, fiscal incentive, the location of
public enterprise, licensing policy, the lccation of
industrial estates and t he other promotional sctivities of
the state governments etc have been some of the instruments
used for achieving industrial dispersal,

it wae not till the seventies, that central subsidy
and concessionel fineance were instituted, In -ursuance of
National Development councils meetings (Sept.13,1968) tuo
working Groups were set up by the Plenning Commission., The
first dealing with incentive is knoun as Wanchbo Uorkirng
Group, the seconc deeling with identificetion of beckuard
~areas as the Pande Working Group.

The Pande Working Group recommended i}Criteriz to be
applied in =zggregate for the purpose of identification of
industrially backward States and Union Territories.

2) Criteria of backuweardness, for identification of

backward districtes in backuwerd state / Union Teritories.

The Pande working Group had suggested éare?ul applica=-
tion of these criteria "Utmost care would have to be taken
in the fimal selection of backward districts which inter
alis satisfy thet the latent resources and also the economic

and social factors are fevoureble enough te take adventage

“ARR. BALASA™'"D FRABRER S 1 ioqa gy
SWIVAL R HaSITY. KOs . ae
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of the incentives that mey be affered for the types and
size of industries uwhich mey have potential for development,
The working group is of the opinion that each industrially
baeckward steste and Union Terriotory msy be requested to
furnish the date in respect of <he criterie recommended for
identification of backuward districts for three to six such
district from among them about 20-30 districts in &ll may be
finally selected for grant of special incentives during the
Fourth Plen Feriod,

Besides the prcblem of resources, it is considered

that concentration of orgonisction and administretive machinerpy
3| bl

by the stzte in & few districts on & number of short term and
long term messures required for promotion of industries(e.g
reilvay sading, housing colony for industrial lebour,dispen=-
sary orﬂhospital, banking and other fecilities), is & pre-
requisite for ensuring success,
The Lanchoo Committee recommended fiscasl incentives
in respect of
1) Grant of highen divelopment rebate
2) Grent of exemption from income tax
3) Exemption from import duties on plant and machinery
and component,
4) Exemption from excise duties, ssles tex is to units
in backward aress fer five years from date of
their going into production.

5} Trensport subsidy upto 400 miles distance should be

considersd es normel =nd beyond that the transportetion
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cost for finished products should be subsidised
for such backuerd aress as mey be selected in
hssam, Nagaland, Manipur, Tripura, NEF:i &
Andamans. The trasnsport subsidy should be eyuil-
valent to 507 of the cost of trensportation in

the case of backuard zreas in J & K state,
The recommendations of Pande and Wznchoo committee
vere considered by Netional Development council in 13969.The

mzin decisions taken were 3
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i} Concessions to be offered by finmancizl and cred
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institutions for finencing industries in backuerd arecs
be availeble toc selected beackward @reas in ell the stabus
and Urion Territories.

ii) The criteria to be adopted for selection of induste-

T
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erritorie
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n the Steles and Unicn
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rislly backward districts
may be settled by the Flanning Commission in consultiotion

tutinns and the stete Govts., in Lhe

P
[N

th the fimancial imst
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"
light of the tuwo sets of criterie recommended by the uworking
Croup on identificztion of the backward areas, Accordingly,
Plenning Commission held deliberations with RBI and other

financial institutions like I0BI, IFCI, ICICI etc, for eﬁoling
a set of \interis) forathe purpose.
e

Secretery Planning Commission in 1969, adiressed Lhe
State Govis & u.terriraries, on the subject of backuward arsazs
and enumerated guidelines for identifying disbtricts to ue

considered industrislly backuard but which possess the
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minimum infrastructur2l facilitiss essential for indusir

development,
The criteria uvers 3

1) Fer capitz foodgreins caommercial crops production
depénding on whether the districts in pre~-dominzntly
@z producer of foodgrains /cash crops {fer inter-
district comparisons conversion rates between food-
grains and commercial ccops may be determimed by Lhe

State Government were ever necessery)

2) Retio of population to asggricultursl uworkers.
3) Per cepita industrizl output {gross)
4) Number of factory employees per lakh of populuticn or

alternatively number of persons engaged in secondary and

tertiary activities per lakh of population,

55 Per capita consumption of electricity,
6) Length of surfaced reads in relation to populstion or

railuay mileage in relation to populstion.,

s}

It was =2lso indicated that only those districts with

8

indices well below the State average may be seleclted for
suitable incentive from finencial institutions,

The State Governments have adopted some what differsnt
criteria for purposes of identificetion either on account of
leck of availability of dats or based on their judgement of
local circumstances.

So far 247 districts have been identified as backward

]

districts.

With regard to the provision of a subsidy by the Central
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Govt, the recommendations of Pande Working Group regarding
selection of only 20 to 30 districts in industrizlly back-
ward states/union Territaries for special incentives were

@ jaccepted,

Instead the Stete Governments were initially reque=-
sted in 1969 to select two cistricts /areas from each of
the states identified as industrially backuard and one
district/erea from each of the other Stztes to quali ; for
the central Scheme of investment subsidy? Thers uwere
modificatisns in the scheme in 1969, 1972, 1973, 1277 in
respect of rete of subsidy, selection of districts for
assistance, From 1977, the existing units in such districts/
areas are eligible to subsidy for the purpose of thelexpan~
sion if the edditional in not less than 10% of the existing
investment., In case of units having fixed capitzl investment
beyond Rs.1 crure%, the subsidy was to be extended on «
selective basii/ Prior to the extension of coverzge 44
districti/éreas had been identified for this pursosel.dicusver,
after extension, 101 districts/areas have been selactuc to
qual%ﬁ; for assistance under this scheme,

& Sesides this & conce7éinn iQ_ngporagfﬂfq:‘ﬁg§ibeen Y
available to units in backward district under section 80 HHM
of the Income Tax Act since April 1974, Under this 209 of

the taxeble profits are sllouwed as e rebate for calculation

of tex.
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These concessions are availebls during the constru=-
ction stage, in the early stage of production &and in later
yeare, Besides this transport subsidy special facilities
for impacts, hire-~purchase of machinery etc are provided,

The Statewise location of the various units in the
fixed capital investment ranges is given in Table 3,3, It
would be seen from it that in the advanced states like
Tamil Nedu, Mzherashtra, Gujsrat and Karmatak which received
a majar share of the subsidy, & bulk of the large sczle
units, receiving the subsidy are located, The less develop-
ed states of Anchrz Pradesh and Rajasthan uhich &lso received
sizeeble Fund%s and a relsatively large number of lerge
scale units conming up.

The district wise distribution aof the Central invest-
ment subsidy shous that a small number of districts eccount
for 2 substantisl share in the benefit.

Distribution of Central Investment Subsidy

(Cimulztive upto 78-79) 2 Gyovtt

1) North Aréot (Tamil Nadu) = 488
2y Aurangabad (Meharashtre) =~ 381
3) Barnch (Gujarat) - 366
4) Ramanszthpuram (Temil Naduj- 358
5) Medak{Andhra Fradesh) - 225
6 Solan (Himichal Pradesh) = 216
7) Mysore (Karnstak) - 209

8) Peanchamshels (Gujarat) - 192
91 Dewes (Madhya Pradesh) - 162
10) Dharampuri { T.N.) - 157

11) Surendranagar (Gujarat) - 155
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12} Goa (Goad, Daman & Div) 148

13, Agpepey (Kerala) 141
14} Maelurai (T.N.) 139

15) Ratnagiri (Meharashtre} 138

These 15 districts account‘;yé; over 56% of the
subsidy disbursed,

Only 3 of the 15 districts are in states/UTS which
vere classified as industrizlly backward by the Pande
Committee. Most of these districts ere in close proximity
to relatively developed industrisl centres (e.s.Medzk,
Allepey, Madhurai)} are lie on the trunk route betueen
developed centres (e.g.North ircot, Dharempuri, Beruch)
Many of the districts that hzve benefited have large
industrial estates or areas promoted aygressively by Stcte
level cgencies e.j. Hosur in Dherampuri, Ronipet in North
Arcot, Aurengsbad toun in Aurangsabad,

CONCESSIONLL FINSNCE SCHEME:

The 4ll India Finenciezl institutions CI0BI, ICICI,
and IFCI) offer loans to industrial rroject in bzckuarc
areas on concessional terms, The concessions invelve &
louwer interest rate, @ lsngér grace periocd and ammortiza-
tion period and feu othé; concessiond Nearly 55% of the

concessional finence floued to units in state not consi-

dered backuart by Pende working group.



[y
[

TaBLe - {i57%)
Shere of Incustrielly Share of Industrizily
3t
Develcped States Backward Stete
5 0, //’9 ? 2
Sanctions Dlsbur seménts Sancticns Disburce
— sments
1081 53.6 52.8 46.4 47,2
ICICI 6146 53.7 35.4 4G o3
IFCI 55.5 54,0 44,5 46 ,C
Tate«l 54,7 53,6 45,3 46,1
* as defined by the Pande weling Group
1976=77 1977=78 1878-72
Share of backueard 35 .6 40 .4 46,2
districte of uwhich
Proportion under
concessicnel terms 64,7 6444 57.6

Source : Industriel Oevelopment Bank of India

A Annuel Report ( 1976-79, pege 134.)

The pece.shere of the backuard districts in totel cig-

ursement must be compared uwith the fact that th%{e Cistricts

£ L
w

cover about 70% of the arees of country &nd sbout 605 of ithe
population, Thus neither as & populazticon nor on &n eres i?Z{s
backwerd districts got as much ¢s the other non=bickuard
districte.

m&9~ % in Iié&f_giii«lt has been seen thet 1/5 th the el ligible

“W°Tﬂwflstr*ctt amount for the bulk of the benefits, The share of

top 50 districts has tended to decline over the years from
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B57 in 1974 to 699 in 1972,
The impact of centrel subsidy and concessional

finance wos studied end the eveluetions suguested some
conclusions:s

1) The impect of schemes, which were introduced in
1971, was significan£ after 1974,
The aveilebility of concessionzl fineance and
subsidy has been significant motivetirg fector in
persuading entrepreneurs to loccete their units
there.

noustriasl infrastructure end

.

|8

3) The evailecbility of
nearness to markets in developed centires seems to

——

no a r mejor fector determining location for medium

and leérge units,

4) The pattern of development in the tuo districts
which are neer debelopec areas (e.g.,fAlwar; involves
substantial interlinkages with developed areas
(Chandrapur) the pettern of develcpment inveolves
small units based on locel rau materiels and very
little development of an ancillary nature,

5} In 211 districts, the bulk of the employment is of
loca2l lsbour. However, skilled labour often cones
frem outside.

6} Entrepreneurs for medium and large units come% from

N
@

outside the erea bul small entrepreneures are mostly

lacel
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LOCATION OF PUBLIC SECTOR ENTERPRISES: '

( See Table 3.6 )

Share of Groups of States in investment and employment

in centrel Public Enterprises (31.3.1579)

Bleck Cepital Employment
1) Industrially Develaoped
{including Delhi) 31.6 45,0
2} Industrielly Backuard E0.5 52.9
3} Unalloczted 17.9 2.1

{ NoB.Clessificstion into developed and backuard states

g . . . . .
injon the basis of per capita velue added in menufecturing]
It is found that bulk of the assistznce has gone & ta

backward stete, But it must be noted that e lerge proportion
of the amount to Backward Stetes is due to heavy investment
in Bokaro Bhilali and Rourkels steel plaent. The benefit shoun
under employment is on account of the labour employed In
coal mining. The bies in favour of Under developed steates
is not so much & consequgﬁce of del%/;rate policy of indu-
striazl dispersal but of techno-economic considerztion.

On the contrary some central projects gre purposely

located in backuerd ereas e.Ge.

1) BHEL, Plante at Bhopal, Herduer & 3Jhs
2) HMI - Kalamassery,

3) HiL - Karsput & Lucknow

Jul
-~
-

E.C.Ranchi

5} I0PL - Rishikesh
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New centres like Hyderzbzd, Bengelove,Nasik,Trichy
» Durgepur have plants,

LICENSING PCLICY:

1956 POLICY: stresses the feact thaet in order thet industri-

alisation may benefit the economy of the country it is
importent to reduce progressively disparities in level of

development between different regious,.

No specific provisions exist in ID & R Zct that seeks
to give an incentive to setting up industries in backward
areas,

Tables 3.7, 3.8, 3.2 & 3.10 give idea of licensing

GEMERAL CONCLUSICNS THAT FOLLOW FROM T.TLE:

i) The share of letters of intent has risen in regard
to backward areas and in 1879 it was @ high as 44%
c
2} The share of licences to b ¢ A re & was between 20-303

3) Chemical industries, peper products fermentation
industries, metellurgic«l, food processing textiles
countribute largely in the share of licences and

letters of intent issued to backuward aress etc.

INDUSTRILL ESTATES:

The I.E. wes launched in 1955. The objective is to provide
cmtcryﬁzccomwodaticn to 85I &t suitable site with infrast-
ructure facilities end necessezry common service fecilitics,
2ND_PLAN, "The UV & 5 5 1 committee expressed the view thet
industriel estetes should be located in such 2 way that they
do not encourage further concentrasion of copulation in lorge

i C
Sy

urban centre. 1In deciding the location of the gsta
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expecielly the smaller estetes should be kept in vieuw
sc that they are developed in or neer to was of compeari-

tively smell size." (2nd plan p.45%, pera 45)

Achievement of I.E.Programme (31,3.75)

Estates Achievent
Estates completed 573
Estates functioning 468
Sheds completed 13580
sheds allotted 12277
shed occupied 11375
sheds working 9783
employment 165423

( I.2. in Indie Half yearly progress Report Far period
ending March 1975 DCSSI, Ministry of Industry GOI)

The no of units Functioning in industrial eststes
constitute only around 4% of ithe no of registered small
units as of 78-79. Thus the vast majarity of SS5I5 arz
located outside the industrizl estates.

Industrial estates were mezn® to be an instrument to
promote small industry develspment in new centres. Hence
the location of thesc estates i;ﬁaf importencsz., From Table
3=-11, it is found that in terms of employment, Cujerat
leads with 28.67% shzre in employment, Mahzrashtra with
17.5%2 and Teamil Nadu with 16.5% the Bulk of employment in
industrial estates is accounted For by these thrse developead
states,



In the eurly steges industriel estetes uere set up
in the vicinity of mejor urban centres. A shift to smell
touns and centres ceme later.

CENTReWISE DISTRIBUTION COF /CHIEVEMENTS A3 ON 31.3,1975

Urban Semi-irhan Ruzzl
(Fopul:tion (Population (popul:ition
morz then bet 5.,50th) below Sth)
50th)
1 2 3
1) No.of eststes 231 135 103
2) No.of sheds const- 885G 2129 1970
ructed,
3} No.of sheds occu- 78397 1639 1567
pied
4% Employment 145225 18578 21626

The dat%{ show that, though @ large number of indus-
triael estates héve been set up in small cenires in terms of
sheds constructed, 68% of the development took place in
centres with a population of over 50 thousand. The utilisa-
tion of constructed sheds was lower in the smell centres.ln
terms of emplayment generated, 78% was in 'the larger centres.,
Qut of the total no of estates functioning about 1/3 uere
in districts designeted as industrizlly beckward.

An analysis of the distribution of employment in
different estates shous that the bulk of the employment has
been generated in estates in or near major industrieal

CENSTES.
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Industrial estates or near selzcted

in centres
Employment Number of
Estates,

1) Madras 25000 3
2} Bombay 14600 10
3} Ahmedabad 14500 6
4) Jullunder 5500 2
5) Udhna (Surat) 9000 1
6) Barodae 8500 8
7) Poona 6600 ‘ 7
8) Hyderabad 5800 5
9} Kolhapur 3600 3
10) Vapi 3500 1
11) Kanpur 3500 2
12} Delhi 2900 2
13} Bhopel 2200 3
14) Calcutts 2000 5

\
4;6uﬂka/§\ TOT Ls 111200 58
*A///////”’ e

It is found that sbout 60% of the employment in
industrisl estates is concentrated in or &around 14 touns.
The first three centres uhich were afready developed
industrial areas before the commencement of the programme

account for nearly 307 of the totzl employment genercted,
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It appears that Industrial estates progremme has not
helped to relocate industries away from developed areas to
need centres. The Third Plan States, "Since most of the
industrisl estates heve been located close to fairly lerge
touns, the objective of establishing new centres of industries
have been achieved only to & limited extent" (Third Five
Year Plan p.449, para 50) |

In Tamil Nadu there is well dispersed pattern of
industrial development. This is because of a well-planned
and imclemented industrial estztes programme. Nine industrisl
estates uere completed in the second plan, tuwo of thes in
the same district. In the Third plan 13 estates were estebli-
shed, Though the estetes vearied in size the extent of veris-
tion wes not very large. #n attempt was made to disperse
public sector activity to new centres like Tuticoving and

indainusotit:

Tir%churapall{/ #11 these efforts seem to have succeeded in
dispersing industries widely th gh the state.

ficcording to 2 study of IDéI assisted industrizl estates
in Southern region".

The important conclusions are 3

i) Although the sponsoring agencies are good in setting
up estates, there is some deley in entrepreneurs taking poss-
essions of sheds and commissioning their units quickly end
elso operating them successfully,

ii) Out of the 116 estates covered during the survey,only

957 of the estates are located in notified backward aruas,

IS
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iii) Estutes locsted in backward aress are bedevilled
with numberous problems, the mein problem being lack of
entrepreneurisal resources, Besides the market potenticsl,

as also the availability of skilled labour are not at =11

attractive for outside entrepreneur

o

.

iv) The sponsoring agencies in all the states excepl in
Kerala have selected the sites for estates by referring,it
is steted, to some techno=-economic surveys avsilable with
them, But it is doubtful whether in depth study has been
concducted specislly with regard to estates in backwarsd and
rural ereas as most of these are found to be slcu moving or
non-starters. In Kerala, the criteria for locating the
estates has been purely on two points, viz, aveilability of
minimum one acre of lend free of cost from Fanchayets «nd
evailability of minimum 10 entreprenesurs in each Panchay i,
ts no in-depth study uas done to estzblish the viability of
estztes in these Penchayat zrees, these states were found
to be laden with multitzrious problems,

v} During the survey, it was noticed, thst except for
one functional estate at Shimogs, promoted by private
agencies, there are no other functional estates 2t all eny-
where else,

"5 functional estate is one in uhich the functions of
one industry are sub=-divided among a number of smell units
located in ome place, each functioning according to a co=-

ordinated manufacturing programme.
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The main adventage is that it cen provide to smell
scale units economies of specialisation and larue scele
production which would not have been accomplished by the
small units on their oun,

vi) The neticnelised baenks, scheduled banks, co-opera-
tive baenks, State level fdnencizl corporetion end SIFCCT
ere the instituticns thet have provided term finance to

the sponsoring egencies for the constructicn of the eststos,

g

s pley limited role in monitoring the

[¢9]

The financizl agenci

¥

establishment of the estates,

vii} The a2gencies which sponsor eststes ere found tabe

rng snough care to provide baesic industriel infrastru-

e

tak

=

cture facilities like roed, weter supply and pouer for the
sheds., Hovever, they leave it to other agencies to develop
the sociel infrastructure, such as post office, canteen/

s =

hotel, police chouwki, telegreph and communiceation facilit

pote
o

dispensary, bénk, uare-house Fecility, goods trenscorters,
trensport errangements for commuting vorkers from residen-
tiel areas etc.

viii) with & view to exzmi6ing the Socio-ecconomic irpect
of the estetes, the input-output structure of the units

have been analysed,



fig.in 4
Andhra Karnatek Tamil.Ne Kerele Panci-
Pradesh cheryy
Reu material
spurces
a) Locel 47 51 36 76 48
b} Near by
touns/cities
outside the & £3 49 G4 24 5z
state/imp=

orts agencies

SALES:
a} Locel 68 60 69 23 38

b} WUithin the
State/out=
ports

B
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ix}) The industriel units esteblished in the estetes have

provicded emplcyment to the lccal people.

Fig. in %

indhra Karna Tamilnadu Kerle Pandi-
Pradesh tzake cherry
Employment
a) Local &S 63 i 89 86 85

e

b}y Within the
State '

[\
81}
—
-3
>l

c) Outside 10 26 11 4 15
the statse

x) It is found 90% of entrepreneurs in AW . are locel

or e come from surrouncing regious.
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xi} Technicrafis are ettrected in more numbers to

the estates,

On the whole availlebility of sheds on hire-purchases

"

or lease, Govt, benefits, lccal rew material, market

~

potential, aveilebility of skilled lzbour are important
factore that motivete entrepreneurs to come to Industriel

Estates,



