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FOREWORD

The sttiched ' Paper on Village and Small Industries’ has been prepared in
the Planning Commission mainly with a view to generating some thoughts and
~ seeking guidance of the Consultative Committee of Parliament on_ the issues
raised. The suggestions/ recommendations contained in the paper are not the
conclusive decisions or recommendations of the Planning Commission. The
various issues incorporated therein have’ emanated from different quarters and
the views expressed at different fora. A discussion on these by this Committee
would help the Planning Commission in formulating its Strategy for the growth
of Village and Small Industries during the Eighth Plan period.

Washaonil

(MADHAVSINH SOLANKD)
DEPUTY CHAIRMAN
&
MINISTER OF PLANNING
NEW DELHI
JULY 1988.



Chipter - 1

PROFILE OF VILLAGE AND SMALL INDUSTRIES (V&SI)
SECTOR

12

A variegated structure consisting of industrial units with different sizes,
technology and organisational mode has been an essential feature of the
Indian industrial scene. Even with the emergence and rapid growth of the
modern large scale industries, the small, traditional and decentralised indus-
tries continue to play very important role in the economy. While part of he
reason for the sustenance of the importance of this sector lies in the fact that
the large scale modem industry has not been able to absorb workers to an
extent good enough to effect a shift from the traditional and small sector; a
more important reason for thls phenomenon lies in the emphasis laid on
co-existence of different sectors and promotion of small and village
industries in the industrial policy followed in the post-independent India.

Small scale industries have been defined mainly in terms of the upper
ceilingof fixed investment in manufacturing and repairing units. This ceiling
has been revised from time to time primarily to compensate for the increase
in the cost of capital goods and equipment and to keep pace with upgradation
of technology. According to the present definition, small scale industries
include those manufac-turing and repairing units as have investment in plant
and machinery upto Rs. 35 lakhs (and in the case of ancillary units upto
Rs. 45 lakhs). With this as the upper limit, the village and small industries (VSI)
sector consists broadly of: (1) modern small scale industries including tiny
units and powerlooms and (ii) iraditional industries, namely handlooms,
Khadi and village industries, sericulture, handicrafts and coir industry. While
the modern small scale industries and powerlooms use mostly power-operated
appliances and machinery, have some technological sophistication and are
generally located close to or in the urban areas including the large industrial
centres, the traditional industries are generally artisan-based, located mostly
in rural and semi-urban areas, involve lower levels of investment in machinery
and provide largely part-time employment.
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VILLAGE AND SMALL INDUSTRIES

Modern Small Scale Traditional Industries
1ndustries (Small Industries (Handlooms, Khadi, Village
aad Pewerloows) Industries, Sericulture,
Handicrafts, and Coir Indwatry.)
(1) Mostly use power- ) (1) Generally artisan
opareied appliances based.
ond machinery
@ Have some technological 2) Lower levels of inve-
sophistication. stment in machinery.
(3) Located close to or in (3) Located mostly in
the urban areas including rural and semi-urban
hwwuddmm areas.
() WMostly full-time employment (4 Largely parttime
employment.
13

14

Artisan units.use locally available raw materials, work on them with simple
tools and sell their products in a local market. However, the scenario is different
in the case of modern small scale industries which depend not only on large
industries for raw material inputs but also require industrial infrastructure
(power, transport, communications, banking, post office, water, etc.), and
social infrastructure (educational institutions, health services) tp carry on
manufacturing activities. They also depend on the marketing outlets provided
by large manufacturing/marketing companies. Such industrial and social
infrastructure exists in metropolitan cites/large cities. The VSI sector is unable
to influence the creation of necessary infrastructure for its efficient functioning
and has to depend upon already created infrastructure. Further it has been
observed ' that the dependence of the modern small scale industries on this
infrastructure is more than large industries. This also explains the phenomenon
of agglomeration of industries in large cities/towns. To a great extent the

inter'dependence between large and small industries is a mutually beneficial
relationship.

In the absence of some regular census, no reliable and adequate time- series data
on number of establishments, capital employed, value of output, persons
employed, etc. in the VSI sector are available. The first census of small scale
industrial units registered with Directorate of Industries falling under the
purview of Small Industries Development Organisation(SIDO) was carried out
in 1943-74. Data were collected from 1.4 lakh units. The number of registered
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units has gone up to 7.89 lakhs by the end of December, 1984 giving an average
annual growth rate of 38.6%. In the case of unorganised manufacturing indus-
tries, data is collected periodically through household multipurpose surveys
known as arounds of the National Sample Survey conducted by the National
Sample Survey Organisation (NSSO). In addition to these the two Economic
Censuses were undertaken, the first in 1977 and the second in 1980. As per NSS
rounds, the number of non-factory manufacturing enterprises was 85.74 lakhs
in 1968-69 which increased to 90.05 lakhs in 1978-79. Based on the observed
growth rate of 1978-79/1968-69 (0.5%) the. number of these establishments
would be 93 lakhs in 1984-85. Thus, the present number of units in the VSI sector
may be assumed to be about 100 lakhs.

1.5 The substantial growth achieved by the VSI sector in terms of value of output,
employment coverage and exports is indicated in the table below-(Annex 1.1 :)
Item 1979-80° 198647 Average Annual

growth rate

(1) Value of output 33510 76727 184%

(Rs. crores)
() Employment coverage 23584 353.15 71%

(lakh persons)
(3) Exports (Rs. cr.) 2225 5627 2%

Sixth Five Year Plan (1980-85)
** Annual Plan 1987-58.

1.6

Not only are the growth rates in this sector impressive, its relative contribution
to the economy is no less significant. The contribution of this sector to the
Net Domestic Product is estimated at about 10 per cent as will be evident
from the following figures :

NET DOMESTIC PRODUCT AT FACTOR COST
(1980-81 prices)

Percentage to

total NDP 1982-83 1984-85
(1)  Unregistered Sector 797 7.70
(20  Registered Small 1.61 1.89

Scale Sector

Total 9.58 9.59




Tke contribution of VSI sector excluding sericulture in terms of value added .
with in the manufacturing sector in 1981-82 is 49.26 per cent.as per following:
calculations:

VALUE ADDED SHARE OF THE VSI WITHIN
MANUFACTURING INDUSTRY : 1981-82

———

Sector Share
(per cend
(1). Smalt Scale Sector 1358
{SSI share out of ASI Survey)
(2) Unregistered Manufacturing 35.68
sector (CSO estimates)
(3) Total VSI 49.26
(4) Large Scale Industry 50.74

1.7 Interms of employment, this sector comes next to agriculture sector. Employ-
ment is both full time and part-time. The share of VSI sector within the employ-
ment provided in the manufacturing sector comes to about 80 percent when
part-time employment in traditional industries is converted into full-time as

vill be evident from the following figures:

EMPLOYMENT SHARES OF VSI SECTOR AND
LARGE SCALE SECTOR : 1984-85

Sector Employment As percent to
(Lakh persons) total manufacturing
I. VSI Sector
(1) Traditional Industries 164.95(55.00) 4495 (21.40)
(20 Modern Industries 12.19 33.29(4754)
(Including powerlooms)
(3) Others 27.86 759 (1084)
Total (VSI): 315.00(208.08) 8534 (79.79)
I  Large Scale Sector
(ASH total exclusive 5196 14.16 (20.22)
of SS] according to
capital criterion)
Total Manufacturing : 366.96 (257.01) 100.00 (100.00)

Note : Figures in parenthesis exclude those engaged in manufacturing activities only on part-tume basis
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1.8 The shere of exports from VSI sector in total export from the country has gone

up noticeably over years as will be seen from the figures below :
(Rs. crores)

1978380 1986-87

)

)

-

Total Exports, 6418 12567
(100.00)

Of this, VSI's 2225 5627
share (34.66) 44.78)

Note

1.9

1.10

: Figures within brackets represent percentages.

Industrial units in this sector are set up by private entrepreneurs and artisans.

Public sector outlay is catalytic in nature. It is provided for financial assistance,
entrepreneurship development, construction of industrial sheds, procurement
and supply of raw materials, marketing assistance, training, ‘R&DY, tool rooms,
technology upgradation centres, capital subsidy, etc. Outlay for village and
small Industries in percentage was highest in the Second Plan (1956-61), when
it was 4 per cent. In the Seventh Plan (1985-90) outlay for this sector is Rs. 2753
crores (1.5 per cent) out of the total outlay Rs. 180000 crores.

It was, indeed, logical for the planners and policy makers to lay emphasis on the
small and village industries in the pattern of industrial development, given a
large wide spread base of small and decentralised industrial units that already
existed in the country. The Industrial Policy Resolution of 1956 stated that while
the policy of supporting cottage and village and small scale industries by
restricting the volume of production in the large scale sector, by differential
taxation or by direct subsidies would be continued, the aim of state policy will
be to ensure that the decentralised sector acquires sufficient vitality to be
self-supporting and its development is integrated with that of large-scale
industry. The Mahalanobis model which formed the theoretical basis for
India’s second and subsequent Five Year Plans, while focussing on the
development of the highly capital intensive large scale basic and heavy indus-
tries underlined the development of small scale and village industries as a
means of promoting large scale employment and also meeting the increasing
demand for consumer goods. The industrial Policy Statement of 1980, inter alia,
states that “The Government is determined to promote such.a form of industri-
alisation in the country as can generate economic viability in the villages.
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Promotion of suitable industries in rural areas will be accelerated to generate
higher employment and higher per capital income for the villages in the
country without disturbing the ecological balance. Handlooms, handicrafts,
Khadi and other village industries will receive greater attention to achieve a
faster rate of growth in the villages”. These principles have guided the formu-
lation of policies and plan programmes for the development of village and
small industries.

1.1 .In pursuance of the policies of the Government, the following important
'measures have been taken for the promotion of village and small industries:
hY

MEASURES TAKEN FOR THE PROMOTION OF VILLAGE AND
SMALL INDUSTRIES.

ORGANISATIONS

All India Small Scale Industries Board

Khadi & Village Industries Commission

All India Handlooms & Handicrafts Board

Central Silk Board

Coir Board

All India Powerloom Board

Development Commissioners for Small Scale Industries, Handlooms and
Handicrafts.

ADMINISTRATIVE MEASURES k

@ Reservation of items for exclusive production in the Small Scale sector
© Handloom Act, 1985

@ Price Preference in purchases

@ Single Tender System for purchase of handloom products k

FISCAL MEASURES

@ Differential Excise Duty and graduated excise duty to facilitate growth
@ Concession on import duty on certain capital goods L
@ Subsidies |
©® Sales Rebate

@ Concessional finance

OTHER MEASURES
@ Common Facility Centres - Tool Rooms, Testing Centres, etc.
@ Construction of Worksheds

©® Waelfare measures - Housing, Thrift Funds, Medicare

Sectoral programmes have been discussed at length in the concerned chapt:rs.
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1.12

1.13

1.14

Notwithstanding the substantial contribution made by the VSI sector in terms
of production, generation of employment and exports, it has been argued in
certain quarters that, inter alia, the labour force engaged in this sector is not
productively employed and the sector does not make efficient use of capital. In
the VSI sector while labour productivity in traditional industry is often very
low, the modern small industry has a reasonably high labour productivity,
significantly higher than the average productivity in the economy. In this
connection, it is instructive to summarise here the estimates of relative effi-
ciency of the small scale units in different industry groups in comparision to
the large sector, worked out by Dr. Bishavanath Golder. Using ASI (1976-77)
data for large scale and RBI survey data (1977 for small scale sector, he
calculated the labour and capital productivities and relative efficiency (total
factor productivity) of the small sector relative to the large sector (taken as 1).
The exercise was carried out for 37 industry groups at three digit level. It was
revealed that in a few product groups (edible oils, printing, dyeing and
bleaching of cotton textiles and powerlooms) the overall efficiency of factor
use is higher in the smzll than the large sector. But in another eight groups it
is only marginally lower (about 0.3) than the large sector and in another
seven higher than 0.7. Capital productivity is higher in 22 product groups in
the small sector and only marginally lower in other cases. Labour productivity
is lower in the small sector in all cases (except edible oils), but over half that
in the large sector in about 50 per cent cases. Relative capital productivity
exceeds relative labour productivity that is capital per employee is higher in
large than in the small units, in almost all the cases.

Ours is a capital scarce economy. In such an economy it will be more appropri-
afe to use the ratio of gross output per rupee of employment in order to find
out the cost efficiency of production rather thar to apply the ratio of labour
productivity per employee, a ratio which is more weighted in favour of
industrial units using capital intensive method of production. Given the
objective of adopting a cost efficient method of producing a given output, one
may also alternatively use the ratio of productive capital/output. Both these
ratios have been estimated in columns 8 and 9 of Annex. 1.2. It will be observed
that these ratios are much more favourable in the case of small scale industrial
units (capital sizes upto Rs. 7.5 lakhs in 1973-74 and capital sizes upto Rs. 20
lakhs in 1981-82 and 1984-85).

Over the plan period, the allocations for the development of village and
small industries have increased. During the Second Plan (1951-56), the public
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1.15

1.16

sector outlay spent for this sector was Rs. 187 crores whereas the cutlay

in the Seventh Plan (1985-90) is Rs. 2753 crores. A vast infrastructure
has been created. Technologically, this sector has advanced. There has been
extensive diversification. This sector has played a significant role in generating
employment, supplementing household incomes and contributed to exports.
The growth and performance of this sector-has justified, by and large, the
special role,qnd treatment given to it. However, the growth rate of the modern
small scale industries and the traditional industries has been disparate. The
former has shown significant dynamism. It has potential to provide opportu-
nities for productive employment. A proper developinent strategy for this

“segment can lead to higher rate of growth and reduction in inequality. In the

case of traditional industries, the future strategy should attempt to raise the
productivity and income levels of artisahs engaged in these industries rather
than to get more people employed. The strategy should also lay greater
emphasis on promotional measures and on improving the access of small
industrial units to infrastructure, inputs and services rather than on making
‘reservation’ permanent. There is also a need for a periodic feview of the fiscal,
administrative and legal concessions to small industries.

There has been a sharp rise in the number of persons in the working uge
groups. The backlog of unemployment would become unmanageable unless
the rate of productive employment ger:eration is accelerated substantially to
around 10 million new work opportunities per year during the VIIith Plan.
Emnployment elasticities of output are estimated to have declined from 1.0 and
0.5 to 0.5 and 0.25 in agriculture and large industry respectively. Further, given
the high wages in the organised sector, superfluous emplojyment can not be
encouraged. Hence new work opportunities have to be generated in agriculture
and related activities and in village and small industries. This will require a
massive effort at skill formation and technological upgradation in rural areas
and smiall towns, in artisan households and small manufacturing units. Demo-
graphlc consideration. are equally important as economic for adopting a
policy of promotion of village and small industries in the coniing decades.

Any analysis would he incomplete without a reference to constraints and
problems of the village and small industries. Constraints are mostly in the
sphere of access to information, technology, materials, credit and markets. The
problems and failings of this sector are numerous. It has been argued that
despite increased outlays, priority and concessional finance, sickness in this
sector has grown. The plan objective of industrial dispersal is as distant now
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as it was in the fifties. There is a feeling that protection granted by reservation
has engendered inefficiency and production of articles of indifferent quality.
Sales of traditional industries depend on sales rebate offered periodically.
There is technological and skill obsolescence. Mortality rate of industrial units
in high. There are leakages in assistance. There are‘also problems of financing
(dealt with in subsequent chapters in detail) and generation of surpluses
(or investment. However, the future of this sector is not bleak. It can develop
info a healthy, vibrant and efficient sector which could stand on its own
without any subsidy etc. Far greater growth in production and employment
is possible provided the difficulties plaguing this sector are removed in a
systematic manner, through a number of policy initiativer. The Planning
Commission is feeling for some time the need for constituting a National Commission
of Village and Small Industries to examinz comprehensively the progress made by this
sector and to make recommendations for improvement and modernisation with a view
to promoting welfare and prosperity of the people. The Commission may gd into the
current status of the sector, modernisation, humahn resources development,
entrepreneurial motivation, research, education, training, employrient, organ-
isation, support reasures and come out with an action programme which
would serve as our guideline for this sector, by the dawn of the 21st century.

1.17 Growth and performance of the small scale sector have by and large, justified

1.18

1.19

the special role and treatment given to it during the last over three decades. The
sector, as a whole, has grown in terms of number of units, output and
employment at a significantly high rate and has also made increasingly large
contribution to exports. In all these respects, the small sector now accounts for
a much larger share in the manufacturing sector and the national economy
than a decade back.

The modern segment of the small sector has emerged as a highly suitable
candidate for a central place in the strategy of industrialisaton in the next
decade. For, it seems to have good potential for offering increase in productive
employment, which has now become a curcial issue in planning for economic
development, and reduction-in poverty and inequality.

To the extent the ceiling on size for recognition as a small unit and eligibility
for preferential treatinent is found to discourage growth of small units, the
gradual tapering off of incentives beyond the ceiling may be considered,
instead of frequently revising the ceiling itself.



120 Inorder to ensure that small industry sector services the objective of industrial

dispersal it must be recognised that infrastructure and a degre¢ of industrial
agglomeration are more important than incentives, in the entrepreneurs’

* decisions on locations. Therefore, the growth centre approach should be

1.21

extended to smaller towns in rural hinterland, where a tendency for the rural
agro-processing units to shift to such centres is already observed. An approach
which emphasises economies of infrastructure, agglomeration and inter-
industry linkages would prove more effective than the present approach
which often tends to over-emphasise the conflict between small and large
and rural and urban industries.

The lack of regular flow of data has beer coming in the way of monitoring
the progress of this sector.

® . Setting up of a National Commission on Village and Small Scale
Industries

® Speeding up the census of small scale industries.
® Early completion of census of handlooms.

e Compulsory registration of all powerlooms.
°

Need for gradual tapering off of incentives rather than raising
ceiling for small scale industries.
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Chapter 2

CREDIT FACILITIES FOR VILLAGE AND
SMALL INDUSTRIES

2.2«

Credit in the form of term loan as well as working capital is one of the
crucial factors for the development of village and small industries. The institu-
tional structure for the flow of credit to the sector comprises two institutions
at the apex level viz., Industrial Development Bank of India (IDBI) and National
Bank for Agriculture and Rural Development (NABARD). Small Industries
Development Fund (SIDF) was set up in 1986 to step up flow of assistance to
the sector.a In 1988-89 Budget, establishment of a Small Industries Develop-
ment Bank of India was announced. The Bank is to function as a separate apex
bank as a subsidiary of the IDBI for meeting financial need of the sector. The
primary credit institutions are comunercial banks and State Financial Corpora-
tions (SFCs). They all work under the overall guidance of the Reserve Bank of
India. )

Generally the dispersed sector of industries which is a free sector depended
upon the informal credit institutions and moneylenders in the country till
recently. With the nationalisation of commercial banks in 1969, the banking
system was used for promoting priority areas in development which included
village and small industries. Since then the total outstanding credif of scheduled
commercial banks to small scale industries has somewhat increased from
Rs. 211 crores at the end of March, 1968 to Rs. 9098 crores: at the end of
December, 1986 as follows:

(No. in '000)

(Rs. in crores)

Year ending No. of Accounts Balance outstanding
(Rs.)
December, 1974 24 1017
1975 269 1147
1976 "397 1421
1977 477 1703
1978 558 2156

contd.
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(Rs.)
1979 681 2633
1980 ™4 3136
1981 960 3953
1982 1050 4464
1983 1238 5064
1984 1455 6537
1985 1642 7829
1986 1876 9098

Source: Reserve Bank of India.

2.3.

24

Besides, national level and state level corporations also assist the small units.
The statewise assistance sanctioned by State Financial Corporations (SFC), State
Industrial Development Corporations (SIDC) and National Small Industries
Corporation (NSIC) is given at Annex.- 2(1), 2(2) and 2(3).

Precise data in respect of credit requirements of the industrial units in the
village and small industries sector is not available. However, NABARD has
stipulated a norm of 40 per cent of the value of output as the requirement of
working capital for handlooms. In order to avail of this finance, the borrowing
institution has to have a margin of 25 per cent. Assuming that this norm also
holds good in the case of modern small scale industries and tradittonal
industries, the working capital requirement of the village and smalt industries
sector can be estimated to be Rs.23,000 crores in 1986-87 when the value of
output in this sector was Rs.77, 556 crores. From the table under para 2.2
above, it is seen that the loans outstanding from the banking structure to
this sector amounted to Rs.9098 crores in 1986. Supposing that about
Rs.600-1000 crores had flown from the cooperatwe banks, the small entrepre-
neurs have no alternative but to meet their remaining credit requirements
from the informal credit structure where finance is available at exorbitant rates
of interest. Availability of institutional finance to this sector has not been
commensurate with their needs or in proportion to the value added in the
manufacturing sector, for instance, their contribution to value added is almost
as high as large and medium industries but outstanding credit as on 31.12.1986
is only 38 per cent of that of large and medium industries.

Industrial sickness has emerged as a serious problem. The number of sick small
scale units increased from about 1.18 lakhs at the erd of December 1985 to
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around 1.46 lakhs at the end of December 1986. The outstanding bank dues of
these units increased from Rs. 1071 crores as at the end of December 1985 to Rs.
1306 crores at the end of December 1986 as shown in the table below.

INDUSTRIAL SICKNESS

(Number)
No. of sick units large Medium SS1 Total
as at the end of units units units sick units
December, 1980 409 992 23,149 24550
December, 1981 422 994 25,342 26758
December, 1982 444 1178 58, 551* 60173*
December, 1982 491 1256 78363 80110
December, 1984 545 1287 91450 93282
December, 1985 637 1186 117783 119606
June, 1986 689 1230 128687 130605
December, 1986 714 1250 145776 147740
Amount outstanding (Rs.Crores)
as at the end of
December, 1980 1324.47 178.42 305.77 1808.66
December, 1981 1478.84 187.63 359.07 2025.54
December, 1982 1790.60 225.76 568.97 2585.33*
December, 1983 2014.33 35797 72899 3101.29
December, 1984 2330.12 42858 879.69 3638.39
December, 1985 2980.24 220,02 1070.67 4270.93
June, 1986 323864 24237 1184.22 4665.23
December, 1986 3287.02 28137 1306.10 4874.49

*Not comparable with the data for earlier years as the State Bank of India has included
the small scale units in protested bills/recalled accounts in its list of sick units, which
were not included in the data furnished earlier.

In the small sector, 18, 76, 655 (Prov.) units have been provided with bank credit
amounting to Rs.9098 crores at the end of December 1986. Of these 145776
units (7.8 per cent) have been found to be sick with outstanding bank credit
of Rs.1306 crores (14.4 per cent). Of the total sick units, 16946 units (11.6%)
with outstan-ding credit of Rs.303 crores (23.3 per cent) were considered by
banks as potentially viable. A total of 2761 units with outstanding credit
amounting to Rs.210 crores were reported to be put under nursing programme
by the financing banks as at the end of December, 1986.

2.5. A diagnostic study conducted by the Office of the D.C.(SSD) on the basis of
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two stage stratified random sample survey of 2% of total number of units
under their purview as registered on 31st March, 1981 brings but level of
sickness prevailing in small scale industries at a point of time as identified on
the basis of multiple criteria of erosion of net worth, closure of units for more
than six months as well as defaults in loan installment. Of the 7890 units
surveyed, the data relating to 589 units was found to be defective and incom-
plete while 1211 units were found to be permanently closed. As such the data
tabulated under the diagnostic survey related to 6090 units. Capacity utilisation
of less than 50% of the maximum achieved during preceding five years has
been adopted as the criteria for the determination of incipient sickness. In all
7.4% of the units covered under the survey were found to be suffering from
incipient sickness due to following reasons.

CAUSES OF INCIPIENT SICKNESS

sl Reasons for under-utilisation % of units suffering
No of capacity from incipient -
sickness

1. Marketing problems 143

2. Non-availability of raw-materials 18.1

3 Shortage of working capital 14.9

4. Shortage of power and other sources 149

of energy

5. Labour trouble 68

6. Faulty /obsolete technology 3.1

7. High rate of taxes 31

8. Transport bottlenecks 0.0

9. Personal factors ' 5.0
10. Others 19.8

TOTAL 100.0
Source: Diagnostic Survey (DCSSI)

2.6. The number of sick small units and outstanding credit against them Statewise

(as on December, 1986) is given in Annex.2.4. Concentration of sick units are
found in the States of West Bengal, Tamil Nadu, Uttar Pradesh and Maharashtra
and these five States account for 58.3% of the total number of sick units.

2.7 Delayed payment leads to erosion of working capital resulting in sickness.
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UNITED KINGDOM

Fair Trad_e: Commission. __ _ _ JJ

Though RBI guidelines in this regard stipulate that non-payment to small
units beyond 120 days should have a first charge on bank lending. This is
not happening and still by and large ancillary units suffer from delayed
payments. RBI should re-examine the need for discount houses and factoring
enterprises to tackle this problem. Or, the need for bringing a legislation on
delayed payments stipulating penal action on defaulting large units should
be considered. The legislations already in vogue in U.K., USA'and Japan are
given below in the box.

“The Right to Interest Act, 1986"—

Purpose: To help the small man/firm against oppression by the large firm
for provision of statutory interest on overdue debts.

U.S.A.

“Public Law 97-117 effective 1.10.82

“The Prompt Payment Act 1982"—

Applies to federal agencies in regard to property or services acquired from
a business concern. Interest at specified rates gets accrued after 30 days ina
compounded manner or as specified in the contract.

JAPAN

“The Law on the prevention of delay in the payment of sub contracting
charges and other related matters”—

Under this law payment has to be made not later than 60 days from the date
of delivery and implemented by small and Medium Enterprises Agency and

2.8 Ways and means would need to be found to meet fund requirements of smali

scale uniis from private sources thus reducing burden for credit from
financial institutions /banks. While large companies have recourse to market,
the small scale units because of their size and organisational structure cannot
borrow. If a small scale industry takes to corporate form for the purpose of
raising risk capital, the advantages are off-set by disproportionate expenses in
the engagement of professional staff to conform to the company law, filling up
of innumerable returns, etc. The rigours of this Act are worse in the case of young
and new entrepreneurs. It is, therefore, necessary to bring in the concept of
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29.

Limited Partnership Act (LPA) which envisages the creation of partnership
firms consisting of one or more general partners and one or more restricted
partners. Under this while the liability of the general partners will be unlimited
as in the case of existing partnership Act, the restricted partners liability shall
be limited to the extent of capital he contributes to the venture. The restricted
partners will have no authority to wind up the firm or to take part in its
management. The introduction of LPA will limit the financial liability of small
entrepreneurs and thereby reduce their risk. With this measure the flow of
capita! to this sector from private resources could be stepped up.

Schemes may be formulated under which both the lending Bank and borrower
become partners in the same enterprise. Under this system the lending Bank
and borrower become partners in the venture, they share in the profits on
pre-agreed basis. In other words emphasis shifts from interest to growth of
capital. Such system, in a modified form, is already in vogue like UTI, Master
Shares etc. A separate scheme for this would need to be formulated to assist the
village and small industries sector.

2.10. Recently it has been observed that small firms enter high technology and

high risk areas elsewhere in the world. They are being assisted by venture
capital companies. Even in our country, there is great potential for such
industries based on bio-technology, solar energy, electronics etc. The risk
involved and mortality rate is very high in such industries. However, such
high tech. projects involving high risks have also a strong potential for high
profitiability. A suitable climate may be created in the country for promotion
of venture capital companies through the extension of adequate financial
assistance, incentives, relaxation of constraints on large units to invest and
disinvest in such companies. '

2.11 Since most of the units in the sector are set up by entrepreneurs on proprietory/

partnership basis and ‘their needs of risk capital are so large and diverse,
perhaps it could be considered to set up an Investment Company (IC) in the
joint sector in which private sector, State Governments and [DBI could contri-
bute equity on matching basis. Such IC in the joint sector could provide venture
capital/risk capital to small scale industries and small business establishment.

2.12. A high power committee on credit facilities for the village and small industries

sector chaired by a former Member of the Planning Commission had made
several recommendations for increasing the flow of credit to the dispersed
sector of industries. While some measures have been taken already, for
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example, the establishment of Small Industries Development Fund which
has become National Small Industry Development Bank and National
Equity Fund, a large number of other recommendations would need to
be operationalised.

2.13. Other measures are needed to increase the flow of finance and tackle the
problems of capital non-availability such as fixing norms for working
capital, inter-institutional coordination, coordinated lending of term loans
and working capital, new innovative methods of financing etc.

® Need for Legislation on delayed payments to small industries;

® Need for enacting Limited Partnership Act;

& Need for setting up an Investment Company in the joint sector
for high risk industries;

® A new scheme from Banks with emphasis on growth of capital,
rather than oninterest for promotion of new enterprises;

® Training and reorientation of bank staff and

e Single window bank service for term loans and working capital.

P "
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Annex 2.3

- - - -

NSIC: STATE-~-WISRE ASSISTANCE (SALE VALUE)

(Rs Crore)
81 State  1984-85 1905-88 1906-87  UPTO.
No MARCH 198
"1 Andhra pradesh  0.26  0.32  0.75  6.00
2 Asaanm 0.41 0.50 0.89 3.59
3 Bihar 0.46 0.42 0.5 . 4.78
4 Goa 0.03 0.086 0.14 1.04
5 Gujarat 0.55 0.61 1.19 10.80
68 Haryana 0.59 0.36 0.34 7.96
7 Himachal Pradesh - - - 0.39
8 ‘Jannu & Kashmir - - - 0.52
9 Karnataka 0.15 o 0.28 0.44 7.80
10 Kerala 0.88 1.28 1.77 10.°47
11 Madhya Pradesh 0.58 0.38 0.49 5.67
12 Maharashtra 0.86 1.30 1.88 ~ 17.84
13 Manipur 0.12 0.07 - 0.04 0.486
14 Meghalaya 0.01 0.02
15 Misoram 0.05 0.02 0.04 0.22
16 Nagaland 0.02 0.02 0.06
17 Orissa 0.18 0.04 1.04
18 Punjab 0.41 0.64 1,22 6.87
(including Chandigarh)
19 Rajasthan 0.11 0.38 0.58 4.64
20 Tamil Nadu 1.41 1.87 1.89 22.08
21 Tripura 0.02 0. 04 0.05 0.22
22 Uttar Pradesh 1.41 1.26 1.05 18.02
23 West Bengal 0.61 0.64 1.37 -10.98
24 Andaman&Nichoba 0.01 0.0y - 0.05
25 Delhi 1.54 2.18 1.77 17.90
26 Pondicherry 0.01 0.03 0. 15 0.40
total | 10.48  12.84  16.76  160.00

- o B 0 D . O S  A> o G W B e e O > T O

Source - Report on Development Banking
in India-IDBI-1968-87
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Annex 2.4
STATE-WISE DATA RELATING TO SICK S.S5.I. UNITS
AS AT THE END OF DECEMBER, 1986.

e o - e - —_—— N W oty P M S e e . G e A e G G M e G M e

- - — - - . - - A - . G A ML M e e e S M e e e e i e e e 46 M e Gy Gam Gme e e e

51 Name of the State/ No. of Among outst&nding

No Union Territory Units ({Rs. crores)
1 Andhra pradesh 13004 84.17
2 Assam 4485 10. 22
3 Bibhar 9649 55.23
4 Gujarat 4523 97. 14
5 Haryana ‘ 1747 30.23
6 Himachal Pradesh 802 4.74
7 Jamm & Kashmir 2229 .8.63
8 Karnataka 3277 79.68
9 Kerala 4046 56.01
10 Madhya Fradesh 9895 37.58
11 Maharashtra 10605 245,24
12 Manipur 908 0.80
13 Meghalaya 110 0.36
14 Nagalad , 8 0.07
15 Orissa 6489 26. 14
16 Punjab 1830 27.50
17 Rajasthan 6222 32.57
18 Tamil Nadu 17024 127.24
19 Tripura 284 0.40
20 Uttar Pradesh 15815 .101. 38
21 West Bengal 28777 184,24
22 Andaman & Nich.islan 1 0.01
23 Arunachal Pradesh 16 0.02
24 Chandigarh 207 5.87
25 Dadra & Nagar Hav 9 0.19
26 Delhi 2716 78.25
27 Goa,Daman &Diu 1074 9.12
28 Mizoram - -

29 Sikkim 1 0.01
30 Pondicherry 223 2.79
Total 145776 1306. 10

- e . o e . - - oW wn G W R e A e S S e S M M e W AR e A G L e S A G G G e e A e e o

Source: SIDO



Chapter-3

MARKETING AND EXPORT PROMOTION

Marketing is an entrepreneurial function. Due to inadequate financial and
managerial resources quite often small units find it difficult to market their
products. Marketing net-work in several cases is more expensive than the
production outfit. Quite often small units find it difficult to prodace quality
goods at economic costs. If marketing aspect is taken care of by large marketing
organisations, it will enable the small industries to concentrate on product de-
velopment, standardisation, productivity increase and reduction of cost. In
several consumer items like domestic electric equipments, refrigerators, foot-
wear, etc. small units have been able to expand production and improve quality
due to the technical assistance and financial support from the large marketing
companies. There is vastscope for promoting such marketing companies. The
standardisation and continuous improvement of quality of products reserved
for the small scale sector poses several problems. In order to improve the quality
and as a measure of consumer protection few items (food colours, domestic

electrical equipments) have been brought under the purview of Bureau of
Indian Standards.

3.2. Small industries also cater to the purchase requirements of the Government. A
number of items are reserved for exclusive purchases from sn.all scale sector
which stood at 409 in 1988 besides 13 items have been reserv~d for purchases
upto 75% and 28 items upto 50% of the total requirements. The share of the SSI
products in the tatal purchases for the past six years is given below:

Year Total value of Value of purchases Percent
indigenous from small scale age
purchases (Rs. crs.) sector (Rs. crs.) of3to2

(¢)) 2) o 53) _ o )

1980-81 143258 197.35 13.77

1981-82 1768.56 221.50 12.52

1982-83 1802.11 218.04 1209

1983-84 21274 270.42 12.22

1984-85 2409.97 258.08 10.70

1985-86 2557.98 280.96 1098

1986-87 077.21 284 19 9.25
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Although the value of purchases have increased, in percentage terms to the total
purchases it has gradually gone down.

3.3.

34

3.5.

The modern small industries have substantially contributed to the export effort
as could be seen in the Annex.3.1 and 3.2. Their export performance could be
further improved if initiatives are taken in terms of exclusive market study
teams to promote the products of small scale sector, earmarking of proportion-
ate funds from Market Development Fund (MDF) for the products of smail
units, ete.or a separate Market Development Fund may be established.

India has a natural advantage in exports of such items where labour inputs are
considerable like, gem and jewellery, garments, carpets, leather, footwear
uppers, footwear, leather goods, silk, handlooms, handicrafts, etc. The exports
of handicrafts, handloom, silk and coir for the recent three years as available can
be seen at Annex. 1.2. In the aggregate, the exports from V&SI sector constituted
47.29% of the total exports in the year 1985-86. The export efforts are assisted by
several export promotion councils industry-wise, like Apparel, Handlooms,
Handicrafts, Gem & jewellery, Leather, Silk, etc.

For internal marketing there are a large number of State Corporations, Coopera-
tive Societies, Apex Cooperative Societies and emporia and sales outlets of
various organisations. At the Centre also there are marketing outlets like Central
Cottage Industries Emporium, sales outlets of Khadi and Village Industries
Commission and Coir Board. Even with all these outlets they cater only to a
fraction of production. Quite often they are faced with large inventories.

Functioning of these Corporations would need to be improved through market
intelligence, design and development, new methods and channels like consign-
ment sales etc. Almostall Corporations seem to depend upon government funds
and rarely they take recourse to borrowing from financial institutions. Their
operations need to be made viable. Composite marketing cf goods emanating
from the V&SI sector may be attempted as a means to effectively utilise the sales
outlets of individual commodity and make such outlets viable.

3.6. Rural markets is one of the areas which has not received significant attention.

Rural markets have great potential. Though opening of sales outlets in towns
has become quite costly yet penetration of consumer products manufactured by
the V&SI sector in the rural areas has not picked up.
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3.7. The evaluation of IRDP programme has shown that the secondary sector’s
performance has increased from 2.32% in 1980-81 to 7.95% during Jan-Sep’,
1987. The growth of this sector is constrained for two reasons, viz., (i) Investment
levels have been very low and (ii) the products manufactured in this sector need
better marketing efforts. Unless the inputs and marketing for such rural indus-
tries are properly planned, there is little scope for increasing the secondary
sector.

® Purchases by Governments from V & Sl sector.

@ Better linkage between small industry and marketing network in
private and public sectors and public sectors and need for corpo
ate marketing;

® A separate market Development Fund for small & villagr
industries; and
® Need for hire purchase sceme of products of small indutrd.




Annex. 3.1

PERCENTAGE SHARE OF SMALL SCALE SECTOR IN THE

TOTAL EXPORTS OF THE COUNTRY

(Value in Rs. crores)

_YEARS o
1983-84 '1984-85 1985-86
1. Total Exports 9872.10 11493.72 11011 96
2. Exports from small scale sector 2163.98 2540.78 2785.33
3. Percentage share of small scale sector 21.92 21 25.29
4. Exports of Traditional Products
from small scale sector. 166.05 22594 . 256.16 *
5. Exports of Non-Traditional Products
from small scale sector 1997.99 2314.84 2529.17
6. Percentage share of Non-traditional
products to total small scale sector
' 92.33 91.11 90.80

exports.

198384 —
1984-85 _
1985-86 Provisional

Revised figures

Souvce : Development Commissioner (Small Scale Industnes)
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S No. Product Group 1983-84
1. Engineering Goods 309.41
2. Basic Chemical, Pharmacauticals

& Cosmetics 112.50
3. Chemicals & Allied Products 13.82
4. Plastic Products 3393
5. Finished leather & leather
products 33754
6. Semi-finished leather 42,67
7. Marine Products 34255
8. Cashew Kernels & Cashwnut
shall liquid 104.55
9. Processed foods 88.45
10. Woollen garments & knitwears 45.14
11. Sports Goods 27.55
12. Readymade garments 8116
13. Rayon & Synthetic products 596
14. Processed tobacco snuff & Biddi 14.92
15. Other
i) Spices, oils & oleoresies,
curry powder & paste 522
1) Lac 13.61
TOTAL 2163.98
Source. i) Export Promotion Councils
1i) Marine Products Export Development Authority

Annex 3.2

EXPORT OF MAJOR PRODUCT GROUPS OF SMALL SCALE INDUSTRIES

iii) Tobacco Board.

1984-85

343.10

141.33
25,58
35.90

324.72
39.33
355.37

148.17
127.60
56.16
28.00
853.47
6.94
11.68

8.7
29.73

2540.78

1985-86
311.00

133.52
26.19
36.00

-

453.94
39.26

164.65
128.79
55.85
2790
986.53
4.12
9.49

13.39
38.86

2785.33



Chapter - 4

RURAL INDUSTRIALISATION AND
ORGANISATIONAL STRUCTURE

4.2

The term ‘Rural industries’ generally connotes such type of industries as
khadi, village industries, handloom, handicraft, sericulture, coir and tiny and
service industries situated in rural areas. The sectoral chapters have dealt with
the problems of the industries in detail. In this chapter we are dealing with the
problem of coordination at the fieid level, the absence of which has led to our not
reaping commensurate results. The promotion of rural industries bristles with
various problems including coordination both at the grassroot and at the
national level as it is looked after by different departments/organisations. It has
been noticed that in spite of the various coordinating agencies that already exist
at the State and the Central level, the programmes of the dispersed sector of
industries have suffered due to the inter-departmental and inter-Ministerial
perceptions.

Several measures have been introduced to make the rural industries seek
commercial borrowing like the differential interest rates for artisans, composite
loan schemes and term loans and working capital being made available through
asingle window, equity capital at low rates of interest etc. The Khadiand Village
Industries (under the purview of KVIC) were also required to mobilise bank
finance for running their establishments.During the Sixth Five Year Plan they
were expected to mobilise Rs. 550 crores for khadi, village industries, gober gas
and for the ISB Component of the IRDP. However, upto the end of the year
1984-85 they were able to mobilise only Rs. 270 crores. There was shortfall of 47.6
per cent. Taking these into consideration it has been suggested elsewhere that
the funding mechanism of KVIC should be so changed that they are ina position
to borrow /mobilise resources from banks, financing institutions, atc. to make
them more and mére commercially viable and also expand their activities.

31



4.3 The beneficiaries of the IRDP have changed over a period of time as given

below:-
Primary Secondary Tertiary
% % %
1980-81 93.56 232 4.12
1986-87 46.10 18.42 3548

4.4 Itcould be seen that the primary sector beneficiaries have halved over a period
of 6 years while the secondary and tertiary sector beneficiaries have multiplied
many times. There is certain amount of commercialisation of the ventures under
IRDP as bank finance is being mobilised for the purpose. During the 6th Plan,
KVIC was assigned with the job of assisting 50 persons per block per year in
village industries but their performance has been rather inadequate. Necessary
coordination has been not there between the KVIC and IRDP which must be
ensured.

4.5. The declining trend in generating employment in the primary sector clearly
indicates that thereis very little further hopein the future years in this sector. The
Department of Rural Development, therefore, feels that at least four million
people would need to be rehabilitated each year in rural industries with the help
of IRDP. For this an action plan would need to be prepared with backward and
forward linkages to avoid the problems of training and marketing etc. A higher
order of training is needed for self employment ventures since all the soft lines
have already been foreclosed. To promote industries to be located in rural areas
a new generation of products has to be manufactured in the rural areas and the
fiscal/monetary incentives extended to them. A beginning has already been
made for a number of village industries and tiny industries during the current
budget, like footwear, radios cassette players, recorders, fruit vegetable prepa-
rations, jams, jellies, fruit juices, pickles etc. Which have been exempted from
excise duty altogether.

4.6 The seminar on rural industrialisation conducted by the Planning Commission
has recommended an urgent need to have a special coordination mechanism for
promotion of rural industries. The Seventh Five year Plan document has also
stated that there should be a separate Commission for village industries and
handicrafts. The Govts of West Bengal and Uttar Pradesh already have a
separate Directorate/Ministry for village and small industries. We have to think
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of suitable coordination mgchanism at the Centre and the State which should
deal with the coordination problems of khadi, village industries, handlooms,
handicrafts, sericulture, coir, service industries and tiny sector of small indus-
tries.

® Setting up a separate commission/statutory authority fo? promo
tion of village and small industries; '

@ Greater incentives to units situated in rural areas; and

® Better coordination between the Central and State organisations
for rural industrialisation.

\
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Chapter-5

MODERN SMALL SCALE INDUSTRIES

5.2,

By far the most important segment in the V&SI sector is the modern small
scale industries. (i) it constitutes 77% of the total production in the VSI Sector (ii)
manufactures more than 5000 products and provides employment to about 10.2
million people (iii) the products of this sector have been accepted on an
increasing scale in the foreign markets and as ancillary items to the large scale
units in the country (iv) more and more sophisticated items of consumption are
being produced by this segment and some of the electronic units in the sector are
exporting more than 50% of their output (v) while there is a lack of flow of
reliable data on a regular basis, trends of production, employment and invest-
ments in this sector are projected on the basis of 2% sample survey of 1.4 lakh
units covered in the 1973-74 census of small scale units. Estimates of production,
employment, investment and export from 1973-74 to 1985-86 are given in the
Annex. 5.1. During the period investment has increased from Rs.2296 crores to
Rs.9585 crores and production from Rs.7200 crores to Rs. 61228 crores. The
important programmes are analysed below.

The growth in the sector though impressive has not been uniforminall the areas
and has suffered several snags including poor quality and technological obso-
lescence, inadequate linkages with medium and large industries and ancillary
development etc. Effective dispersal of entrepreneurship through infrastructu-
ral facilities at district and sub-district level is yet to be achieved.

Problems of controls, regulation, reservation etc. are affecting the organic
growth of units in the sector. In the light of above some of the major programmes
are analysed below.

DISTRICT INDUSTRIES CENTRES (DICs)

5.3.

In 1978 a major Centrally sponsored programme of setting up District Industries
Centres (DICs) was taken up to provide pre-investment, investment and post-
investment assistance under one roof to entrepreneurs in the dispersed rural
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5.4.

5.5.

area and small towns. The number of new units (State-wise) registered/
established and additional employment generated in the last three years are
shown in the Annex.5.2. The ranking of the States in the establishment of small
units in the year 1985-86 are Uttar Pradesh, Andhra Pradesh, Karnataka and
Tamil Nadu and in 1986-87 it is Uttar Pradesh, Maharashtra, West Bengal,
Andhra Pradesh. Significant progress has also'been made by Madhiya Pradesh,
which is considered to be industrially backward.

The pattern of staffing in the DICs including technical personnel was identified
in 1981 and the type of powers and responsibilities these centres should have
was also spelt-out in detail. A model delegation of powers to the DICs was also
proposed. The deficiencies in the DICs are (i) the technical wings are not
properly staffed. (i) proper delegation of powers has also not been effected. (iii)
There is lack of proper ideas/ projects/ project profiles and the existing ones also
need updating. (iv) District Action Plans for industry need to be updated from
time to time and dovetailed with District Credit Plans. (v) An evaluation done
by the I.1.M., Bangalore for IDBI on small industry under District Credit Plan has
indicated several drawbacks like the lack of functional coordination among
banks, promotional agencies and government departments, deficiency in the
methodology followed for the formulation of industrial component of the DCP
and non-achievement of credit targets by banks.

The programme of the DICs came in for criticism in the report of the Comptroller
and Auditor General of India for the year 1981-82. Public Accounts Committee
inits 219th Report (1984-85) on DICs has also observed that programme has been
inhibited by lack of direction and coordination in as much as the institutional
and other infrastructure needed are not yet fully available. The main functions
of the DICs include economic investigation of the potential for development of
the District, supply of machinery and equipment, provision of raw materials,
marketing assistance and quality control, promotion of educated unemployed
etc.

5.6. The DICs at present are mostly functioning as an extension.of the Directorate of

Industries at the district level and most of the State Governments delegated sub-
stantial powers relating to the general administrative matters.

The State level corporations concerned with development of decentralised
sector have still not delegated their powers pertaining to registration, raw
materials, allotment of sheds, sanction of loans and margin money, incentives,
power connections etc. to the DICs which is only working at present as
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5.7.

recommending body in these spheres. The KVIC, Handloom Board etc.have
their own separate organisations in many districts. The DICs do not have
adequate powers delegated by respective Deptts./ Agencies. Still much more is
required to be done to achieve the desirable coordination between DICs and
DRDAS as well as other agencies like KVIC/KVIB, Handlooms/Handicrafts
Boards etc. In order to give an adequate technical edge to the DICs for projecti-
sation and aiding entrepreneurs in all technical matters, the process of restruc-
turing of DICs would need to be completed with some inbuilt flexibility in the
scheme so that technical staff could be appointed according to the needs of the
concerned States. However, most of the States have not appointed Project
Managers (Technical Officers). This is one of the basic lacuna in implementing
the DIC programme. In the Sixth Plan some States could not recruit staff of the
desired calibre on permanent basis because the scheme itself is not of permanent
nature. Since the concept of the DICs has been found useful to the extent it fills
gap by providing necessary information/guidance as well as other assistance in
respect of administrative matters to entrepreneurs at district level, it could be
considered to give it a permanent status so that the required staff could be
appointed on permanent basis and in the Eighth Plan, part of the recurring
expenditure or entire expenditure could be met by the State Governments under
non-Plan head.

Since full structuring of all the DICs with appointment of highly motivated and
technically trained personnel for providing consultancy services to entrepre-
neurs in diverse fields would take time, it would be considered to adopt
selective approach. In the beginning those of the districts which hold promise
for rapid growth could be selected for building up of adequate infrastructure in
terms of entrepreneurial motivation, technical personnel as well as common
service facilities like mini tool rooms and workshops, marketing services etc. As
a matter of fact such selected districts could become nodal points to assist
adjacent districts in the region in providing expert services of consultancy and
tool rooms. Currerttly the D.I.C programmes are under evaluation in the P.E.O
Division of the Planning Commission. SIDO has also remitted for independent
evaluation to five institutions on a selective basis.
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-~5.6--
annex-5.1

ESTIMATES OF PRODUCTION,EMPLOYMENT AND INVESTMENT OF
SMALL SCALE SECTOR

A o . — - - v - M e e 4 = - W Wm S n

e e e e - = e - A " - - - - " - - - . - - N T s e o

YEAR PROLDUCT ION* AT 70-71 EMPLOYMENT* INVESTMENTx* EXPORTS
(Rs. IN CRO- PRICES (LAKH NOS.) (Rs IN CRO- (Rs IN CRO-
RES) AT RES) RES)
CURRENT PRI-
CES
1973-74 7200 5161 39.70 2296 393
1974-75 9200 5450 40. 00 2697 541
1975-76 11000 6425 45.90 3204 532
1976-77 12400 7078 49.80 3553 766
1377-78 14300 7980 54.00 3959 845
1878-79 15790 8797 63.80 4431 1069
1979-80 21635 10025 67.00 5540 12286
1980-81 28060 10906 71.00 5850 1643
1981-82 32600 11837 75.00 6280 2091
1982-83 35000 12800 78.00 6800 2097
1983-84 41620 14120 84.20 7360 2159
1984-85 50520 15810 90. 00 8380 25680
1985-86 61248 17840 96. 00 9585 2785

* Includes contribution of unregistered units.
Source : SIDO
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DISTRICT INDUSTRIES CENTRES PROGRAMME

ANNEX-3.2

PHYSICAL ACHIEVEMENTS FOR THE YEAR 1984-198Y

S.M0.  S.M0.  NAME OF STATE NEN ARTISAN  NEW 5.5.1. TOTAL UNIT TOTAL
.Y, UNITS ESTA-  UNITS ESTABLI-  GENERAT
BLISHED ESTABLISHED  SHED
i 1 ANDHRA PRADESH 25092 1242 32338 101669
2 2 ASSAN a7 1330 2209 - 14111
3 3 BIHAR 114836 1986 16642  N9748
4 L SUJARAT 9776 9695 15471 76498
3 S HARYANA JZb4 4819 8083 42116
[} b HIMACHAL PRADESH 2308 943 3258 1976
1 7 JAMMU & KASHMIR 160 473 633 4881
8 8 KARNATAKA 7948 9850 13798 70013
9 9 KERALA 11332 3475 14807 55756
10 10 HADHYA PRADESH 11029 7604 18633 55924
i i1 NAHARASHTRA 36524 7352 43876 107899
12 12 HANIPUR 618 453 1071 3969
13 13 NEGHALAYA 101 136 237 1260
1" 14 NAGALAND 479 634 1113 5081
13 13 ORISSA §3264 3202 96466 159978
16 16 PUNJAB 4658 nn 11835 464435
17 17 RAJASHTHAN 3086 4110 7196 27148
18 18 SIKKIN 3 12 85 123
19 19 TANILNADU 5662 6223 11885 75682
0 20 TRIPURA 564 38 922 15933
2 21 UTTAR PRADESH 83354 94807 178161 176161
2 22 NEST BENGAL 13606 17731 31357 31397
3 23 A & N ISLAND ) 859 1086 1086
] U ARUNACHAL PRADESH 33 980 1311 1311
25 2 CHANDIGARH 22 1010 1032 1032
26 26 D & N HAVEL! 4 607 651 631
27 27 60A DAMAN & DIU
28 28 MITORAH 622 26 648 648
29 29 PONDICHERRY 294 1306 1600 1600
TOTAL 285838 189420 377389 1148258



AII-6.2

DISERICT IRDUSTRIRS CENTRES PROGRARPR

.......................................

.............................................................................

HARE 0F STATR
n.1.

ARTISAR
ORITS BSYA-
BLISERD

T0TA BRIT TOTAL

GEERRAY

..............................................................................

ANDERA PRADESH
AS5AN

BIBAR

GOJARAY

BARTARA
BIBACHAL PRADESE
JANEG & EASHEIR
KARRATALA
KERALA

BADEYA PRADESR
BARARASHYEA
BABIPOR
FEGBALATA
BAGALARD
ORRISA

PORJAB
RAJASHTHAN
SIKKIN
TABILEADD
TRIPORA

UTTAR PRADESH
WEST BERSAL

A &1 ISLARD
ARORACEAL FRADISH
CHARDIGARR

D& ¥ BAVELI
GOA DABAN & DIV
BIT0MAN
PORDICEERET

107AL

94568
3225
ALH

2%
194
6164
32588
26752
28
134

)
u
nm
)

265099

39

5.5.L
RIS ESTABLI-
ISTABLISHED SHRD

D0 33463
1304 2038
$428 10819
6240 15317
4906 3y
872 3292
475 563
1132 10521
4109 11664
1300 21623
6522 32926
436 698
m 699
21 1046
3482 98050
§523 8748
3223 $266
i 68
1) 123%
15N 13736
16062 48650
182 32534
" 102
13§ 69
a1 21
A 3
) 33
) 360
15§ 1)
7419 32511

103742
14222
56519
86581
45210

1548
$11%
11740
46579
65059
110386
T14%
208%
1461

181780
36782
27556

120
17948
34662

168963

66416

310
1930
1267

%1
1600
1895
1m

1223447



ARNEI-S.2
DISTRICT INDOSTRIES CENTNES PROGHANNE

.......................................

....................................................................................

5.N0.  HANE OF STATE ARTISAR $.5.L TOTAL ONIT TOTAL EMPLY.
.1, ONITS ESTA-  ORITS ESTABLI-  GENERATED
BLISHED ESTABLISHED  SRED

{ ANDHRA PRADESH 26652 8787 93 114581
2 assk¥ 1670 3618 3288 18816
3 BIBAR 141 4800 9941 487355
{ HN 1T 11120 6683 17803 92776
3 HARTABA 3978 4998 3976 40518
] HINACHAL PRAGESE 2904 1041 S 1138
T JANND & KASHEIR 165 " 812 5108
8 KARBATAKA 6473 1151 14224 93800
9 KERALA 10082 6775 17607 54210
10 ¥ADETA PRADESH 14845 1442 2287 14201
11 HARARASHTEA 23266 9088 32354 99235
12 RARIPOR 230 (PN 123 8076
13 BEGHALATA 394 189 993 2488
14 RAGALARD 1110 113% 245 12915
15 ORRISA 133236 %13 135748 238938
16 PONAR 3289 6006 8215 40789
17 RAJASHTHAN 1670 2167 3837 19835
18 SIKXIN 1] 2 §i S04
19 TANILKADD 4436 343 9779 66858
20 TRIPORA RO 338 1985 21528
2l OTTAN PEADESE 3312 19183 92318 167195
22 WEST BENGAL 29870 8426 +30296 94764
23 AL} ISLARD 3 18 83 5
o ARURACEAL PRADESE 88 127 20 1266
2% CBANDIGARE 202 w2 12n
26 D & B BAVELI 3 b 682
Al GOA DAMAN & DIO 48 k113 B0 200
28 NIT0RAR 0 0 w1 204
28 PORDICRERRY 8 164 23 1035
T0TAL 315369 108771 422360 1333024
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AMNEX S

ESTIMATES OF EMPLOYMENT PRQDUCTION EXPORTS
AND'INVESTMENT OF SMALL SCALE SECTOR
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® Strengthening and restructuring of DICs for entrepreneunal
development, etc;

@ DICs to play a leading role in District INDUSTRIAL PLANNING;
and

\ e G.M./DIC to supervise arid assist the functioning of KVl units. )

II RESERVATION OF ITEMS FOR EXCLUSIVE
MANUFACTURE IN THE SMALL SCALE SECTOR

Present Policy:

5.1.1 Reservation of specific items for exclusive production in small industries is one
of the promotional measures adopted since 1967.

No. of Items reserved in 1967 - 47
No. of [tems as on 31.3.1988 - 846
Exceptions

i)  Large units may produce such items if they export 75% of production.

ii) Production in excess of licensed capacity permitted if 100% excess production
is exported.

iii) 100% Export oriented units permitted.

iv) Capacity of large units is frozen at the point when items get reserved.

v)  Small units when they grow to medium sector will obtain ‘COB licence from

DGTD.

Monitoring *

Statutory backing for reservation under IDR Act was given in March, 1984. A
high powered/Advisory Committee monitors the progress and recommends
addition cr deletion of items. "
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i)

ii)
iii)
iv)

i)
ii)
iii)

iv)

Criteria for Reservation ;

Can be produced economically.

Employment Potential.

Diffusion of entrepreneurship

Prevention of concentration of economic power etc.

Criteria for dereservation :

Large scale smuggling is allegedly taking place and there are imports.
High technology areas or need greater impetus for promoting exports.

Constraint of size imposes restriction on quality consciousness, R&D efforts and
induction of modern technology.
Energy savings.

Progress of Reservation

Based on the above criteria, since May 1980, 92 items have been added to the
reserve list and 52 items have been deserved. Details are given at Annex 5.1(i).

Impact of Reservation

The study made by SIDO on the growth of reserved industries could not include
Madhya Pradesh, Maharashtra and West Bengal. According to the study, the
number of units as on their respective dates of reservation has increased as fol-
lows :-

Increase in
By the.end of No. of units Capacity increase
1981 133.2% 152.1%
1982 159 9% 192.9%
1983 186.2% ) 244.1%

5.1.2. There are conflicting opinions about the impact of the policy of reservation on

the growth of small scale industries and the quality of products.

It is claimed (DC(SSI) study quoted above) that significant growth ina number
of product lines has beenachieved after they were put on the reserved list. On
the other hand, the rationale of reservation as a measure of protection has also
been questioned. It has been argued that the permanent protection granted by
reservation has engendered inefficiency in these products and the quality has
particularly suffered. The performance of SSI upits in the reserved product
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lines has in, no way, been found to be better than these in unreserved lines.
While reservation has protected small units from competition from the large
sector, because of the protected market there has been a mushrooming growth
of SSI units in these product lines resulting into a lot of wasteful competition,
which has led to high rate of mortality and sickness.

5.1.3. Economic Administration Reforms Commission in its report on Small Scale

Industries has observed that too much of emphasis is currently being placed
on the reservation of certain items for the small-scale sector, withot a proper
examination of the suitability of the reserved items in terms of the nature of th
products, the process and the market and sometimgs without checking the
capability of the small scale sector to produce such items. The list of the
reserved items has lengthened from time to time, and an erroneous impres-
sion appears to be gaining ground that the larger the number of items in the
reserved list, the faster will be the cevelopment of the small-scale sector. Such
anapproach will not be very productive for the development of the small scale
sector. What is worse, it could result in restrictions on growth and production
in the medium sector and lead to a wastage of resources and even shortages.

In purely ecoriomic terms, the theoretical basis for protection arises if produc-
tion as such is not inefficient in the protected sector, but the producers face a
disadvantage in costs other than production. Protection to smaller units could
be justified in production lines where there are no economies of scale in
production, but there are economies in marketing and procurement of mate-
rial because of which the large scale units can push them out of the market. It
is presumed that the selection of items for reservation, particularly, in the
modern SS1 sector, is based on such a premise. but, then it could be argued that
the disadvantages of small units in marketing and procurement of material
could be compensated for, through others measures - subsidies and progno-
tional efforts - than reservation. For, it could be argued, protection on a
permanent basis, in any form, is likely to lead to inefficient way of production.
While it may not be possible to do away with reservation, and in the traditional
sectors, it may be worthwhile to persist with it till the large number of people
employed there could be enabled to shift to modern vocations, it seems
essential to review the reservation policy and atleast the list of reserved items
in the modern sector closely, in terms of the basic economic criteria. Idea of
permanent protection needs to be shed off; and since most items have been on
reserved list for a reasonably long time, it may now be necessary to do away
with reservation in the interest of efficiency and quality improvement, which
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5.1.5

V

are vital both for meeting domestic demand and exports. Greater reliance
should instead be 1aid on promotional measures and incentives directed to the
objectives of efficient growth and productive employment.

Since it is a free sector, it is argued that there is intensive competition among
the units leading to quality improvement and expansion of production to meet
the demands. In a large number of items the medium and large scale sector is
simply not interested in its manufacture even if reservation is removed. It is
only in some items that there is some ambiguity about the capability and in
fact, after examination a number of items have been deleted from the reseryed
items recently e.g. (i) all metallic zip fasteners (ii) diesel engines of lower fuel
consumption (iii) auto-components, etc. There is a case for dereservation if
there is stagnation of technology, less energy consuming items are possible,
quantum jumps in technology and quality is possible etc. While in the
beginning and in the nascent stage small units would need support, it should
ultimately compete on its own inherent strength. The capital ceiling on small
scale units does not take into consideration the other important factor inputs
needed for making the enterprise successful, like technical, managerial and
marketing abilities. Under this context every item presently reserved would
need to be reviewed and considered for de-reservation based upon the
progress achieved in qualitative and quantitative terms.

@ Need for reviewing the entire list of items reserved for small scale
sector;

® Need for a time horizon of say five (5) years for reservation of
new items for small scale industries;

® Consideration of a new strategy for promotion of small scale
industries based on cheaper finance, cheaper irputs and free
access to new technology, rather than through reservation cf
items for it. J
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Annex 5.1 (1)

STATEMENT SHOWING PROGRESSIVE RESERVATION OF ITEMS FOR
EXCLUSIVE MANUFACTURE IN THE SMALL SCALE SECTOR

Date

* Number of ltems

Phase-1

ed

Dereserved

Ist April, 1967
19th Feb.,1970
24th Feb., 1971

" 11th Nov.,1971
26th Feb.,1974
5th June, 1976
26th April,1978

Phase-1I

*26th April, 1978
30th Dec., 1978
12th May, 1980
19th Feb., 1981
3rd August, 1981
23rd Dec., 1981
14th Oct., 1982
19th Oct., 1962
3rd September,83%
18th Oct., 1984
30th May1986
30th Oct., 1986
13th Feb., 1986
20th July, 1987
18th March, 1988

(Total as on date )

e JdJefy g

-

|§ B S B T -

'u;|~l~|

In 1978 it was decided to recast the reserved list by following codes adopted in the NIC and in the
process the list of reserved items expanded from 504 to 807 items.

Source : SIDO

Since it includes three sub-items the effective number come to 11 only.



I SELF EMPLOYMENT SCHEME FOR EDUCATED
UNEMPLOYED YOUTH

A scheme for providing self-employment opportunities to educated unem-
ployed youth of the country was initiated in August, 1983 with the objective
of mitigating the problem of unemployment among the educated youth by
providing apportunities for self-employment through industry business and
service routes. The salient features of the scheme are as under :-

1. It covers educated unemployed youth who are matriculate and above,
including ITI passed within the age group of 18-35 years.

2. Thescheme aims at providing self-employment to 2.5 lakh beneficiaries
in a year through industry, service and business routes. Generally (i.e.
except in hilly states) the proportion of industrial units to be sanctioned
by the banks shall not be less than 30% and that of business ventures not
more than 30% of the loans sanctioned. In the case of hill States, industrial
units will not be less than 30% and there would be no upper ceiling of 30%
in the case of business ventures.

3. Thebanks would provide acomposite loan not exceeding Rs. 35.000/ - for
industry, Rs. 25,000/ - for service and Rs. 15,000, - for business ventures
and collateral security will not be insisted upon.

4. Therate of interest would be 10% per annum in backward areas and 12%
per annum in other areas. The repayment schedule would range from 3-
7 years after initial moratorium of 6-18 months.

5. Government assistance would be in the shape of outright capital subsidy
to each individual entrepreneur to the extent of 25% of the loan con-
tracted which would be released by Government to the banks after
disbursement of loan. The subsidy portion will be kept as a fixed deposit
in banks in favour of the borrower, would eamn interest at the rate
prevalent from time to time. After 3/4th of the loan amount is recovered
from the borrower and the balance of 1/4th will be adjusted by the banks
against the fixed deposit held in the name of the borrower. Assets created
shall be mortgaged to the bank till full repayment of the loan.

6. A ceiling of income of Rs. 10,000/ - per family per annum has been fixed
as criteria for determining the eligibility of the beneficiaries.

7. A minmmum of 30 per cent of the beneficiary shall be from amongst the
Scheduled Castes/Scheduled Tribes beneficiaries.
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52.2

523

5.2.4

District Industries Centres (DICs) were assigned operational responsibility of
the scheme at the district level, in consultation with the lead banks of the
respective areas, function of nodal agencies for formulation of self-employ-
ment plans, their implementation and monitoring. The concerned SISls assist
the DICs in carrying out surveys, assessment of potentials and preparation of
projects, etc. Entrepreneurs who require some basic training are given advice
about selection of equipment, their use etc. by the State Governments through
the ITIs, Polytechnics, etc. DICs and SISIs coordinate all training courses
wherever necessary. Machinery and equipment wherever required are made
available by NSIC and State agencies concerned on Hire-Purchase basis.

The progress of the scheme since its inception in 1983, in terms of number of
application received, applications recommended, cases sanctioned by banks
and amount disbursed is given in the Annex. 5.2 (1) (Source SIDO).

The scheme is co-terminus with the 7th Plan by which time we would have
covered around 1.5 million people. it is obvious the softlines will be foreclosed.
A time has come to reorient the programme, if it will be continued in the 8th
Plan. Since they belong to educated/technical entrepreneurs we should
channel thein into higher technological/ newer types of industries/.Service/
Business. In order to assure continuous success of the pragramme the poten-
tia) entrepreneurs will have to be more rigorously identified and possibly
exposed to entrepreneurial motivativation courses. A time has come to
examine these issues and 1t is suggested that we may establish a Task Force to
review the scheme and indicate what newer initiative may be taken.

® An early evaluation of the scheme; and

® Emphasis on newer areas like computer software, technologies
for rural areas like rice husk-ash cement, potable water, applica
tion of plastics to agriculture, low cost housing, etc.

2

-
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EDUCATED UNEMPLOYED YOUTH
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S. NAME OF THE STATE TARGETS NO. OF NO OF ., SANCT-  BY BANKS

NO U.T. FIXED APPLI- APPLI- IONED AMOUNT
CATIONS CATIONS NOUMBERS RS. LAKHE
RECEIVED RECOMMEN-

DED

1 2 3 4 5 6 7
1. Andhra Pradesh 15100 82447 28401 13084 2733.982
2. Assam 8200 13252 10271 7642 1629.981
3. Bihar 14500 93635 26307 14806 2674.97
4, Gujarat 10700 95058 6146 4072 665.96
5. Haryana 6300 19171 8258 5478 957.45
6. Himachal Pradesh 2500 9711 2897 2156 448.49
7. Jammu & Kashmir 1400 NR 1668 1119 244.10
8. Karnataka 12500 51310 13087 12810 2379.00
9. Kerala 13300 52949 16049 11807 2129.70
10. Madhya Pradesh 19100 42714 31966 1806% 3404. 38
11 Maharashtra 25000 47456 40432 18667 3109.28
12. Manipur 1200 6055 1013 994 227.50
13. Meghalaya 400 £57 313 313 62.92
14. Nagaland 200 NR NR 269 $8.60
15, Orisaa 7000 40510 8320 7599 1703.6%
16. Puniab 12000 50981 24549 12212 2443.00
17. Rajasthan 16000 104502 22178 156382 28988.567
18. Sikkim 50 T7 77 49 10.30
19. Tamil Nadu 21700 NR 28602 22500 4248.86
20. Tripura 700 NR 775 707 131.72
21, Uttar Pradesh 37600 107328 56248 34400 5981.21
22. Weat Bengal 21100 71453 38256 23101 4523.21
23. A&N Isiands 100 128 NR 101 23.68
24. Arunachal Pradesh 650 138 82 60 12.50
25. Chandigarh 300 1481 468 300 62.00
26. Dadra & Nagar Haveli 100 78 72 68 13.42
27. Goa, Daman & Diu 300 1233 431 337 81.62
28. Mizoram 200 805 709 202 32.12
29 Pondicherry 400 3603 639 400 $50.68
Total 250000 £96632 368214 228800 42952.72

91 52% of the total targets set for the country was
achieved during the year 1984-85.
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Contd. Annax 5.2.1

EDUCATED UNEMPLOYED YOUTH
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Aridhra Pradesh
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Bihar

Gnjarat
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Punjab
Rajasthan
Sikkim

Tamil Naau
U.p

Went Bengal
A & N Islands

. Tripura

Arunachal Pradesh

. Chandigarh
Dadra & Nagar Haveli
. Goa,

Daman & Diu
Mizoram
Pondicherry

18100
31300
24300
100
900
100
500
100
350
200
450

107758
97706
1158886
218
1028
120
969
80
731

o o - -~ = 4 - - " W T W A A S 4 v v 0o o e e = = e = e - & e -

NO OF SANCT-  BY BANKS
APPLI- IONED AMOUNT
CATIONS NUMBERS RS. LAKHS
RECOMMEN-
DED
5 6 7
20815 16518  3474.22
7399 4629  1026.55
40591 26376  5055.03
16088 6522 898, 42
6900 4782 908.68
2168 1591 353.25
1720 1095 254.52
16153 13033  2452.37
29286 17224 3368.20
16548 12837  2506- 40
28219 13848  2631.12
1508 1491 363.10
282 11 13.58
166 166 33.40
11354 8757 2039.64
23250 11677 2373.65
14874 10986 2162.46
76 49 12.17
26439 18722 3744.64
38798 26264 4569.05
36239 21885  4349. 14
154 101 24.56
1028 912 175. 12
91 61 15.31
603 394 82.74
57 40 7.76
368 84 16.22
230 104 14.86
520 465 73.06
342924 220724 42989.22
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Undistributed
Grand Total

Note :88.29% of the total targets sat for tha country
was achieyed during the year 1985-86.



Contd. Annex 5.2
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SELF EMPLOYMENT SCHEME FOR EDUCATED UNEMPLOYED YOUTH PROGRESS

DURING 1986-87 AS ON 31.3.87 COMLLTED ON

3.2.88.
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Andhra Pradesh
Assam

Bihar

Gujarat

Haryana
Himachal Pradesh
Jammu & Kashmir
Karnataka
Keralu

Madhya Pradesh
Maharashtra
Manipur
Meghalaya
Nagaland

Orissa

Punjab
Rajasthan
Stikkim

. Tamil Nadu
. Tripura

Uttar Pradesh
Weat Bengal
A&N Islands

Arunachal Pradesh

Chandigarh

Dadra & Nagar Haveli

Goa, Daman & Diu
Mizoram
Pondicherry
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100
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500
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450
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4019
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42004
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35849
51
101667
2069

108068
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975

54
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1719
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30397
99
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30
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IV ANCILLARY DEVELOPMENT

Ancillarisation has the advantages of :

i) Preventing over capitalisation.

ii) Promoting entrepreneur-ship.

iii) Dispersal/dissemination of technology.

iv) Assured market for small units.

v) ‘Concentration of large units on high technology areas.

vi) Saving in-ventory costs.

vii) Flexibility in production and rapid increase in production.

Bureau of Public Enterprises has laid down guidelines for public sector enter-
prises embracing:

i) Establishment of separate division for ancillaries.
ii) Monitoring of progress.

iii) Vacating existing lines.

iv) Large term purchase contracts.

v) Principles of pricing.

The value of purchases made by the public sector enterprises from small scale/
ancillary units has increased from Rs. 96.44 crores in 1978-79 to Rs. 448 crores in
1985-86 as shown in the following table.

Year No of units No. of units Supplying Total Pur-
of Public sector parts & components chases
enter-prises == T made from
reporting Anc/small

scale units
Anc. S.S Total (Ks.crores)

1978-79 73 805 4267 5072 96.44

1979-80 79 888 3841 4729 119.96

1980-81 80 984 4340 5324 151.90

1981-82 102 1078 7143 8221 233.26

1982-83 13 1176 12861 14037 283.84

1983-84 132 1412 13492 14904 319.43

1984-85 151 1648 13391 15039 363.04

1985-86 153 1693 14473 16166 448.00

Source : SIDO.



5.3 .2 Ancillarisation has not picked up to the desired extent. Many ancillaries have
become sick due to delayed payment by large units. Promotion of ancillaries,
instead of being merely a voluntary social obligation, need to be increasingly
developed as an economic necessity. Instead of laying emphasis on rules and
regulations, it may be considered to make ancillarisation more attractive and
economically viable

i *’Q‘m SFOI‘ CONSIDERATION |

e Need to prevent over capitalisation of parent units;

® Stronger linkage between large units and their ancillaries for trans
fer of technology for testing and standarisation etc;

@ Incentives to large units for ancillarisation including relating
capacity expansion to ancillarization effected’;

®  Ancillarization to be an integral part of the Annual Report of
manufacturing companies; and

® Rationalization of investment ceiling for ancillary and small scale

industries. )
| S —— e i)
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v TECHNOLOGY UPGRADATION & MODERNISATION

5.4.1. The overall performance of units in various capital ranges covering small,

medium and large sectors of industry measured in terms of net value added-

gross output ratio as indicated by the data thrown up by Annual Survey of
Industries (Table below) is showing a declining trend.

NET VALUE ADDED GROSS OUTPUT RATIO

Capital size 1973-74 1979-80 1984-85
(Rs. lakhv)
Upto 25 0.15 014 016
251550 0.19 016 015
50t07.5 0.17 015 016
7.5t025.0 0.22 015* 016
above 25.0 0.27 0.B* 02
0.24 0.21 020

* relates to cap. rang= 7.5 to 20 lakhs
** relates to cap. range above Rs.20 lakhs

542

5.43.

A study made by the NSSO in respect of the non-manufacturing sector
revealed that output-input ratio declined from 1.92 in 1968-69 to 1.78 in
1978-79 in rural areas and from 1.66 to 1.46 in urban areas during the period.
This declining trend neegds to be reversed. Performance of units in various
sectors of industry would require to be increased by improving efficiency
and profitability. The focus of industrial development will have to be on
upgradation of technology, modernisation, better utilisation of assets and
promotion of efficiency and quality.

The approach of qualitative improvement towards SSIs would in effect
mean more toolrooms, conversion of workshops into mini tool rooms and
extension of network of testing centres. Capabilities of DICs and DRDAs
would need to be strengthened for detailed micro level planning of projects.
Technological upgradation and modernisation either in the entire sector or on
a selective basis would need to be examined and thrust areas identified for
ushering in a development programme. There should be an institutional
mechanism for technological intelligence, unpackaging of technology and
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5.4.4

5.4.5

5.4.6.

54.7.

reverse enginee;ing. A new perception is needed for the village industries
which should -modemnise their production process. While the obsolescent
industries may be de-emphasised, new ones to be taken up and backed up by
adequate infrastructure. For instance, food processing and agro-based indus-
tries like agricultural implements, pump-sets, diesel engines, dairy products,
machine tools, packaging industries, food processing, service industries etc.
be.given special emphasis and non-engineering workshops and mini tool
rooms would require to be established at the district level.

SIDO have taken up the programme of modernisation envisaging upgrada-
tion of obsolete technology through identification of input needs of small scale
industries, in rural, urban and backward areas and guiding them to get
optimum inputs from various organisations to the maximum possible extent.
The main objectives of the modemisation programme are:-

i) Improvement in production technology
ii) Product Development and Design
iii) Testing, and quality control
iv) Machinery and equipment
v) Selection of proper raw material
vi) Application of imported management technology

Since the approval of the programme of modernisation, 20 industries
have been selected on All-India basis and 38 industries on the basis of
concentration in different States, for intensive programme of modernisation
{list enclosed Annex 7.3.1 and 7.3.2). The IDBI has introduced a new scheme
for providing concessional finance to units studied under modernisation
scheme.

Industrial Finarce Corporation of India also operate a scheme of subsidy for
encouraging the-modernisation of tiny, small scale and ancillary units.

Wide publicity is given through different media inviting applications from
the units interested in opting for modernisation. The units opting for moder-
nisation have to register with the DC (SSI) on payment of nominal Registration
fee (Rs. 750/-) which involves 50% concession for units located in backward
areas. On Registering the units, quick and detailed studies are conducted to
assess the modernisation needs of the individual units by the SIDO officers
and/or the consultants. The units are then assisted to implement the recom-

mendations made by the experts in the field.
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IN PLANT STUDIES

5.4.8. As on 31st December, 1987, 680 small scale units have registered themselves
under the modernisation programme. Most of the in-plant studies have
already been completed by outside consultants or SIDO officers. Implemen-
tation of recommendations of these quick in-plant studies.by various SISls in
the units are being pursued for modergisation of small-scale units . Another
60 units are likely to be studied by 31st March, 1988, under the modernisation
programme of current year.

INDUSTRY STATUS REPORTS/ MODERNISATION GUIDES

5.4.9. A total of 282 State-wise industry status reports were prepared. In these
reports, problems of industry relating to product design technology, machin-
ery and equipment, finance, marketing, raw material imports etc. are re-
flected. Action for implementation of the recommendations highlighted in
these reports are initiated for removing the difficulties faced by the small
scale units. In addition to this All India Industry Reports of 30 industries and
modernisation guide of 27 iridustnes have also been prepared. One more All
India Industries Status Report is under preparation.

EDUCATION & MOTIVATIONAL PROCRAMME

5.4.10. For effective implementation ot the Modernisation programme various
activities for motivation and education of small scale units about the needs of
modernisation have been conducted. Total number of different programmes
completed are given below:-

i) Industry clinics . 203
ii) Industry Workshops 189
ili) Seminars 216
iv) Modernisation Course 71

In addition to the above activities, study visits are being encouraged to help
small scale industries for their modernisation.

WORKING GROUP ON UPGRADATION OF TECHNOLOGY

5.4.11. Recognising the need for upgradation of technology in the small scale
sector, the Ministry of Industry constituted a Working Group under the
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5.4.12.

Chairmanship of Shri S.M. Patil, former Chairman & Managing Director,
Hindustan Machine Tools Ltd, to identify the Status of Technology prevailing
in selected products groups in the small scale sector and to suggest appro-
priate measures to bridge the technological gap. The Committee’s report
submitted to the government in Apnl, 1985 has been examined in detail by
a small Committee set up by the Ministry of Industry. As a follow-up for
implementation of the recommendations of this Working Group a Technol-
ogy Development Division is being set up in SIDO for upgradation of
technology in the small scale sector. This Technology Development Division
is expected to function as ar effective outlet for transfer of improved techno-
logy to the small scale units

A standing committee of All India Small Scale Industries Board on Moder-
nisation, Technology upgradation and Environmental Safety has been
constituted by the Union Minister for Industry.

APPROACH TO TECHNOLOGY UPGRADATION AND MODERNISATION

5.4.13.

5.4.14.

The global approach acros$ the board woudd hardly achieve any results. It is
necessary to identify thrust industries, thrust areas and thrust people, and
work with them on the basis of set targets for achievement in medium and
long term. One could suggest for this purpose the following industries:-
(i) Bicycle

(i) Agricultural pump sets

(iii) Diesel engines

(iv) Machine tools

(v) Footwear
(vi) Packaging
(vii) Domestic electric equipments
(viii) Electronics including software

(ix) Plastics etc.

(x) Jute board industries
(xi) Auto-parts.

In order to give the necessary momentum for modernisation, we should,
create consumer consciousness in terms of quality, competition and con-
sumer pressure. The vast expeftise available with retired engineers and
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scientists should be mobilised. The technical upgradation of several indus-
tries would need the help of sophisticated tool rooms. Since many a tool
rooms and other facilities established by the Government get out-dated
over a period of time, it may be necessary to establish such tool rooms in
conjunction with large industries and such organisations as Association of

Engineers etc.

POINTS FOR CONSIDERATION

@ Predefine the role of public sector undertakings/large firms/CSIR/
SIDO and banking institutions for establishing suitable linkages
among them; ana

¢ Listing of industries where computer assisted designs could play a
greater part in future such as machine tools, footwear, carpets,
garments, gem and jewellery, etc.
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Annex. 541

INDUSTRIES SELECTED UNDER THE MODERNISATION PROGRAMME
(ALL INDIA BASIS) BY SIDO

MACHINE TOOLS
AUTOMOBILE COMPONENTS & ACCESSORIES
CASTING
DOMESTIC ELECTRICAL APPLIANCES
HOSIERY AND KNITWEAR
BICYCLES & BICYCLES PARTS
HAND TOOLS
LEATHER AND LEATHER GOODS
SCIENTIFIC INSTRUMENTS
STORAGE BATTERIES AND COMPONENTS
STEEL FURNITURE
PLASTIC MOULDINGS AND EXTRUSIONS
AGRICULTURAL IMPLEMENTS INCLUDING TOOLS
READYMADE GARMENTS
DOMESTIC UTENSILS

WIRES AND CABLES

INDUSTRIAL FASTNERS

PAINTS, VARNISHES AND ENAMELS
PACKING INDUSTRY
BUILDERS HARDWARE



Annex 542

INDUSTRIES SELECTED UNDER THE MODERNISATION PROGRAMME
(STATE CONCENTRATION BASIS)

Sl

No.

10.
11.
12.
13.
14.

15.
16.
17

18.
19.

21

Industry Place/State
Castings Howrah (W.B), Maharashtra
Domestic Electrical appliances Delhi, Bombay
Hand Tools Jullunder,Nagaur
(Rajasthan)
Locks Aligarh (UP)
Leather Footwear Agra, Kanpur (U.P),
Calcutta, Bombay
Sports Goods Meerut (U.P), Jullunder,
(Punjab), Delhi.
Leather Goods, Tanning Kanpur (UP), Tamil Nadu,
Calcutta
Leather & Leather Goods Darvi (Maharashtra),
Madras (T.N.) Kanpur, Bombay.
Fur Tanning Jammu & Kashmir
Leather & Leather Footwear Kolhapur (Maharashtra)
Tiles Kerala
Agarbathi Bangalore (Karnataka)
Graphite Crucibles Rajamundry (A.P)
Glass & Ceramics including Khurja (U.P), Bihar
Refractones
Scientific Instruments Ambala (Haryana)
Woollen Hosiery Ludhiana (Punjab)
$OMn Hosiery Calcutta, Dethi, Tripura

N
Fruit Processing Industry Kerala & Himachal Pradesh
Brass parts Rajkot & Jamnagar (Gujarat)
Machine Tools Ahmedabad (Guparat),
Batala (Punjab)
Safety Matches Sivakasi (Tamil Nadu)
Bicycles & Parts Ludhiana (Punjab)
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FRBRZ2BERERRRRES

Diesel Engines & parts
Bakery products

Scientific Glass Apparatus
Files

Industrial Fasteners

Steel Furniture

Fruit Canning

Hosiery Industry

Forging

Re-rolling Mills

Sewing Machines

Wood Industry

Marine Products processing
Industry

A C.Non. pressure Pipes

and R.C.C.Cement Pipes Industries
Clay, Roofing Tiles Industries
(Managalore Type)

Rubber Based Industries
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Kolhapur, Agra, Ghaziabad.

Maharashtra

Punjab

Andhra Pradesh, Punjab
Punjab

J&K

Kerala

Madhya Pradesh

Madhya Pradesh
Kerala, Delhi



5.5.1

5.5.2

553

VI  DEREGULATION OF SMALL INDUSTRIES

Small industries are overwhelmed by the number of returns {according to one
estimate there are over 60 returns per month) which they have to send to Govt.
Departments and others and the great elaborations in which the various
clauses have to be filled which considerably reduce the time available with the
entrepreneurs to attend to the production and marketing functions. There is
a need to rationalise and simplify the forms so as to reduce their periodicity
and avoid duplication of clauses in the various forms. The Ministry of Labour
has already done some work on this issue. A bill has also been introduced in
the Parliament. From return numbering over 20, it has been reduced to 3 with
minimum number of clauses and for really very small units, only one register
need to be kept. Similar work would need to be done by other Ministries/State
Governments/Statutory authorities etc.

At present a limit on employment is used to define factories under Factory Act.
According to NSS estimate there were about 9 million non-factory industrial
units in 1977-78 in the country whereas number of factories in this sector
hardly amounted to 80,000. The tiny and village industry which provide
seasonal/part time or subsidiary employment to work force, suffer from the
rigours of the Factory Act. Therefore, in many cases units in the sector
deliberately keep the employment below the set limit so as to avoid coming
under the Factories Act. Due to this reason employment potential in this sector
is not fully realised.

To enforce the various laws, obtain regular returns etc., too many functionar-
ies visit the small units, who are forced to spend considerable time in such non
production matters. A time has come to try voluntary regulations at least in
selected areas where small units are found in clusters or in industrial estate.
Voluntary associations, representing these units may be entrusted with the
task of self regulation and provide the authorities with information/returns/
compliance with laws etc., under such Acts as Employees Provident Fund Act,
1952; Employees States Insurance Act, 1940; Factories Act, 1948, Industrial
Disputes Act, 1947, Minimum Wages Act, 1948 Payment of Bonus Act, 1965
and Trade Union Act, 1926. Similarly, as a matter of administrative decentrali-
sation, DICs may be made the nodal point or agency to monitor the units in all
respects.



POINTS FOR CONSIDERATION

Need for improving the information system and reducing the
number of forms/statements; and

DICs to act as nodal agencies to oversee compliance of regulations
by small units.

>,
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Chapter - 6

KHADI & VILLAGE INDUSTRIES

6.2.

Khadi & Village Industries Commission (KVIC) was set up under Khadi &
Village Industries Act 1956 (as amended in 1987) and it started functioning from
1st April, 1957. The broad objective of KVIC are : (i) the social objectives of
providing employment (ii) the economic objective of producing saleable articles
and (iii) the wider objective of creating self-reliance among the people and
building up of strong rural community spirit.

The KVIC is charged with the planning, promotion, organisation and implem-
entation of programmes for the development of Khadi and other village
industries in rural areas in coordination with agencies engaged in rural devel-

‘'opment wherever necessary. Its functions also comprise building up a reserve

of raw materials and implements for supply to producers, creation of common
service fzcilities for processing of raw materials as semi-finished goods and
provision of facilities for marketing of KVI products apart from organising of
training of artisans engaged in these industries and encouragement of coopera-
tive efforts amongst them. To promote the sale and marketing of khadi or
products of village industries or handicrafts, the KVIC may forge links with
established marketing agencies wherever necessary and feasible. The KVIC is
also charged with the responsibility of encouraging and promoting research in
the production techniques employed in the khadi and village industries sector
and providing facilities for the study of the problems relating to it, including the
use of non conventional energy and electric power with a view to increasing
productivity, eliminating durdgery and otherwise enhancing their competitive
capacity and to arrange for dissemination of salient results obtained from such
research. Further the KVIC is entrusted with the task of providing financial
assistance to institutions or persons engaged in the development and operation
of khadi and village industries and guiding them through supply of designs,
prototypes and other technical information. In implementing KVI activities, the
KVIC may take such steps as to ensure genuineness of the products and to set
up standards of quality and ensuure that the products of khadi and village
industries do conform to the standards, including issue of certificates or letter
of recognition to the concerned. The KVIC may also undertake directly or

68



through other agencies studies concerning the problems of khadi-or village
industries besides experiments or pilot projects for the development of khadi
and village industries. The KVIC is authorised to establish and maintain
separate organisations for the purpose of carrying out any or all of the above
matters beside carrying out any other matters incidental to its activities

6.3 Training courses of KVIC are executed through :

() Departmental Establishments.

(ii) Sponsored Institutions

(iii) Administrative Staff College, Nasik.

(iv) Central Training Institute of Management, Trivandrum.

The programmes of KVIc are implemented through 28 Khadi & Village
Industries Board (KVIB)

1138 Registered Institutions.

31,000 Industrial Cooperatives.

147 Departmental Units.

13,000 Sales Outlets.

It is an unique organisation which has roots in villages and its activities cover 1.5lakh
villages. 29.81 per cent of beneficiaries belong to SC/ST and women’s participa-
tion is as high as 46%.

6.4 The KVIC provides financial assistance for the activities coming under its
purview. The amount of assistance differs from industry to industry, one
scheme to another for each industry. Generally the village industries program-
mes are executed by KVIB at the state level. The capital assistance for normal
areas is given for purchase of land, construction of godown, construction of
work sheds, construction of building, supply of tools, equipments, machinery,
working capital, share capital, loan to cooperatives and capital formation loans
to institutions. Liberalised pattern of assistance for the above purpose is appli-
cable to identified hill, border, tribal and weaker section areas. Besides this
financial assistance is also made available as management grant for promotional
schemes such as exhibitions, conferences, seminars, symposia etc., rebate and
subsidy on cotton, wollen and silk khadi, training, research grant, marketing etc.
A comprehensive interest subsidy scheme is applicable to KVIC registered
institutions, cooperatives and State KVIBs under which financial assistance is
extended by the banks on the basis of eligibility certificate issued by the KVIC.
The implementing agencies have to bear interast @ 4% per annum and the
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6.5.

balance interest is borne by KVIC which is paid to the banks in the form of
interest subsidy. The loans advanced for khadi by the KVIC (obtained from
budgetary support) are free of interest and the loans given for various village
industries carry interest @ 4% per annum.

The KVIC had under its care, besides khadi (cotton, wollen and silk) 26 village
industries (Annex 6.1) as on 31.3.1988. It has identified 33 new industries (Annex
6.2) for promotion to be taken up from the year 1988-89, depending on the
experience gained and resources available. The Commission has further iden-
tified 41 industries (Annex 6.3) to be taken up'for development in future in a
phased manner.

PLAIN OUTLAY AND ALLOCATION
6.6 The funds for development and promotion of khadi and village industries are

allocated to KVIC by Central Government both on non-plan and plan side. The
non-plan allocations are made for khadi rebate, administrative expenditure,
subsidy in lieu of interest on government loans etc. The plan funds are allocated
for the remaining programmes. The public sector outlays and plan provisions
for khadi and village industries from first to seventh Plan are as under :-

PUBLIC SECTOR OUTLAYS & PLAN PROVISIONS FOR KVIC

(Rs. crores)
S. Plan period Total Alloca- Actual Col.4 as Col.5as
No. Plan Out- tion release % of Col.3 % of
lay for KVI for Col.3
KVI1

1 2 3 4 5 6 7
1. First Plan (1951-56) 1,960 15.00 11.58 08 0.6
2. Second Plan (1956-61) 4,672 83.78 T 78.71 : 18 17
3. Tkird Plan (1961-66) 8,577 92.40 86.90 11 1.0
4. Annual Plans (1966-67

to 1968-69) 6,757 53.05 53.05 08 0.8
5. Fourth Plan (1969-74) 16,160 " 111.00 97.73 07 0.6
6. Fifth Plan (1974-79) 37,350 180.00* 118.26* 05 03
7. Annual Plan (1978-79

to 1979-80) 24,192 154.20 154.20 0.6 0.6
8. Sixth Plan (1980-85) 97,500 480.00 521.72 05 05
9. Seventh Plan (1985-90) 180.00 540.00 —_ 03 —
* For four years Source : KAVIRC Report 1987

** Does not include provision for S & T.
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6.7.

It will be seen from the above table that allocation of funds for khadi and village
industries was stepped up in absolute terms, from Rs, 15 crores in the First Plan
(1951-56) to Rs. 540 crores in Seventh Plan (1985-90). However, in relative terms,
the allocation of funds for khadi and village industries, as percentage to total
plan outlay, came down from 0.8% in the First Plan to 0.3% in the Seventh Plan
even though it had gone up to 1.8% in the Second Plan. This is a cause for concern
especially when Govt. intends to give priority to rural development and
creation of employment opportunities. The actual release of funds for K.V.1. has
been even slightly less than the plan allocation through out except during Sixth
Plan when it was slightly more. The general problem in the country is not
poverty per se but poverty born aut of unemployment. KVI Sector is one of the
least cost option for generation of employment as it requires only Rs. 5000 for
khadi and around Rs. 10000 in village industrie per employment.

6.8 During Seventh Plan, the year-wise expenditure/outlay for khadi and village
industries is as under :-
(Rs. crores)
1. Seventh Plan outlay 540.00
2.1985-86 (Actuai Expenditure) 89.17
3. 1986-87 (Actual Expenditure) 101.20
4. 1987-88 (Revised Estimates) 124.50
5.1988-89 (Approved outlay) 124.40
6.9. The targets and physical achievements regarding productior and employment
under KVIC programme during Seventh Plan is given below:
Sub-Sector 7th Plan 1985-86 1986-87 1987-88 1988-89
Target Achieve- Achieve Anticipated  Target
(Termi- ment ment Achievement
nal year
1989-90)
A. Khadi
1. Production
(Qnty. M.metres)  180.00 108.58 106.42 115.00 120.00
2. Value
(Rs. crores) 300.00 186.30 201.95 222.00 234.00
3. Employment .
(lakh persons) 20.00 15.00 13.66 14.10 14.51
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Sub-Sector 7th Plan 1985-86 1986-87 1987-88 1988-89

Target Achieve- Achieve Anticipated  Target
(Termi- ment ment Achievement
nal year
8. Village Industries
1. Production Value
(Rs. crores) 1700.00 900.38 1034.00 1200.00 1350.00
2. Employment
(lakh persons) 30.00 2555 26.00 26.54 27.00

The above represents a growth rate of 7.1% forkhadi & 17.5% for village indus-
tries in production and 7.4% for khadi and 6.8% for village industries in
employment. It can be seen that there will be sizeable shortfall in achieving the
target.

6.10 The detailed industry-wise production figures of khadi and village industries
for 1979-80C, 1984-85, 1985-86, 1987-88 and targets for 1989-90 may be seen in
.Annex 6.4 & 6.4-A. State-wise production of khadi and village industries can be
seenat Annex - 6.5. The most important states in general, for production of khadi
and village industries are U.P., Tamil Nadu, Maharashtra, Rajasthan, Andhra
Pradesh, Karnataka, Bihar and Kerala. The most important five states for
production of khadi and each of the village industries are given in Annex. 6.6
and 6.6-A.

PERSPECTIVE FOR FUTURE DEVELOPMENT

6.11 At the instance of Planning Commission Khadi and Village Industries Review
Conumittee (KAVIRC) was established under the Chairmanship of Shri M.
Ramakrishnayya, former Deputy Governer of RBI and Chairman, NABARD,
which submitted its report in 1987. A summary of important recommendations
are given below:-

i) Restructuring of Khadi and Village Industries Commission widening of
KVIC’s coverage to include more activities, creation of independent market-
ing corporation under KVIC with a capital of Rs. 10 crores and éamlarking
of priority credit for the Khadi and Village Industries.

ii) Coverage of all viable clusters of village in the country by 2000 A.D. through
programmes of Khadi and Village Industries. By coverage, the Committee
meant bringing 20 to 30 per cent of the artisans under the developmental fold
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with the income level at least equal to that of the non-peak seasor in
agriculture through adoption of improved technology. Stressing the need to
differentiate the “KVI Sector” from the “Small Industry Sector” for the
purpose of differential treatment in package of assistance, the Committee
defined the term “Village Industry” with positive rural bias and certain limit
of per capita Investment thereby widening the scope of activities of KVIC
and providing a distinctive character to Village Industries.

i) In consonance with the vastly increased activities, the Committee has

emphasised the need for adoption of the “market approach” for the devel-
opment of KVI sector. The market approach as a sine-qua-non covers
measures for quality control as also for ensuring product-mix to suit the
consumer preference. Tn be equal to the challenge, the Committee has
strongly recommended setting up of an independent Marketing Corpora-
tion under the aegis of KVIC, which wold be charged with the responsibil-
ity of setting up of infrastructural facilities for sales outlets, managing sales
outlets at important places, providing facilities for processing and finishing,
arranging supply of raw material evolving standards of quality for various
products, promoting exports etc., besides organising market research and
preparing market plans. The committee has stressed the role of KVI in the
anti-poverty programme and recommended closer coordination with their
State Government’s programmes such as IRDP, Special Component Plan,
Tribal Sub-Plan, DPAP, etc. and emphasised the need for effective coordina-
tion at national, state, district and Block levels.

iv) The Committee also recommended that much more has to be done in

v)

research and development arrangements for training and monitoring in the
field, which would be conducive for proper implementation of the pro-
gramme and the healthy growth of the KVI sector.

Taking note of the fact that the scale of operations of the KVIC ias increased
manifold and the task before it is stupdendous the Committee feit that it is
imperative to make structural improvements in the KVI sector by transform-
ing KVIC into a national apex body for policy planning, sponsoring and
promoting activities in the field. KVIC should be freed from routine work
and direct involvement in production. KVIC should emerge as a truly
development body overseeing the implementation of KVI programmes in
the country and above all, act as spokesman for rural industrial sector. Since
the task is complex and requires induction of several disciplines such as
technical research, marketing, economics, training etc. for providing exper-
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tise and leadership to the programme, the Committee felt imperative
inclusion of the concerned experts in the KVIc as members. it also felt
necessary to give representation to various regions in the country.

vi) While examining the policy aspects, the Committee endorsed the recommen-
dations made by the All India KVI Board that the KVI sector should be
separately demarcated within the small industries sector and the Govern-
ment should provide concessional package of policy support of the KVI
sector vis-a-vis the small industries sector.

vii) The Committee also invited the attention of the Government to the problems
arising out the rigid application of labour laws, meant for the organised
urban labour, to the KVI sector which has resulted in considerable hardships
and proposed a new approach. The Committee recommended development
of handspinning as an independent industry on its own right and increasing
the work opportunities in the counjryside by encouraging hand-spinning
activity and to explore possibilities of supply of handspun yarn to the
handloom sector which is in the realm of possibility. The Committee has also
asked the Government to study the techno economic feasibility of power-
ised charkha for manufacture of yarn for “lokvastra” scheme.

viii) With the envisage reorganisation, the Committee felt that the KVI sector
would be an integral part of the mainstream of the rural economy. The
Committee has visualised a more dynamic role for institutional financing
agencies in meeting the credit requirement of the sector. The Committee
“suo moto” recommended structural improvements in the State level
statutory KVI Boards to make them more effective insiruments. Similarly it
has made several recommendations for revamping the KVI cooperatives
and to make the registered institutions more effecive. The Commuttee
appreciated the role played by the voluntary organisations, espeally the
registered institutions. It suggested a nuw system for meeting the financial
needs of the implementing agencies, reducing the time gap and sumplifica-
tion of the procedure. The Committee has made suggestions for improve-
ment in the administrative structure »f the KVIC with the scheme of greater
delegation of powers and functions at lower levels.

ix) KAVIRC has recommended the restructure of lending operations on the
analogy of financial institutions and KVIC provided with 1eascnable equity
base so that it could be supplemented with debt resources either from
Government or from banking sector on yearly basis. KAVIRC also envisage
the creation of KVI Development Fund.
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RESTRUCTURING OF KVIC

6.12 The KVIC has been restructured, professionalised and reconstituted on 9th
May, 1988. The reconstituted 10 member KVIC has been set up for a period of
S years.One member each has been taken from the six zcnes i.e. north, south,
east, west, centre, and north east. There are 2 technical members. Besides this
the Chief Executive Officer and Financial Adviser of KVIC are also ex-officio
members. The chairman is full time and other members are part time. The
present team is compact, representative, experienced and it is hoped that they
will make concerted efforts to bring about all around improvement in the
activities of the khzdi and village industries. KVIC should henceforth divert the
energy from routine work to the much more important task of planning and
organising developmental activities, training facilities and functions like mar-
keting and research. It should see its role as one of infusing moderity,
diversification and promotion of entrepreneurship.

DEFINITION

6.13 The definition of village industry has been recently changed as a result of
amendment to KVIC Act in 1987. Village Industry now means any industry
located in a rural area (population of which does not exceed 10,000 or such other
figures which may be specified) which produces any goods or. renders any
services with or without use of power and in which the fixed capital investment
(in plant, machinery, land and building) per head of an artisan or a worker does
not exceed Rs. 15,000/- To encourage village industries fiscal concessions have
been given for such industries as footwear, processed food products like jams,
jellies, pickles etc.

COORDINATIQN WITH OTHER ORGANISATIONS WORKING IN
THE FIELD OF RURAL DEVELOPMENT

6.14 Besides KVIC there are a number of other organisations which are working in
the field of rural development. Some of these organisations are (i) Department
of Rural Development (ii) Handicrafts/handloom Corporations (iii) Small In-
dustries Corporations (iv) Coir Corporations (v) IRDP Production Groups (vi)
Development Commissicr.cr for Handicrafts and Handlooms (vii) Central Silk
Board etc. It is essential that the work of various organisation working in the
field of rural development is properly coordinated so as to obtain optimum
results from the funds spent and efforts made for rural industrialisation. KVIC
which is one of the important organisations working in the field of Rural
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Development may have to more effectively coordinate it’s activities with all
other organisations working in the rural development.

MARKETING ORGANISATION

6.15 At present the outlets of KVIC merely sell the products. KaVIRC has recom-
mended that a separate corporation for taking care of all aspects of marketing
of khadi & village industries products may be set up with a capital of Rs. 10
crores because the Committee found that the existing marketing set up of KVIC
was not adequate to the expanded task envisaged. The functions of the
corporation will be (i) to organise market research (ii) to supply market
intelligence to all selling and producing organisations in the KVI sector (iii) to
set up infrastructural facilities for sales outlets, (iv) to manage sales outlets at,
selected important centres (v) to establish and manage common facilities for
processing and finishing wherever necessary (vi) to prepare marketing plans
(vii) to arrange supply of raw material in accordance with the marketing plans
(viii) to establish standards of quality and enforce compliance there with and
(ix) to take all steps necessary for promoting exports of KVI product.

6.16 The products of khadi & village industries should be sold in terms of its
functional superiority in some types of application, nutritional value etc., than
on mere emotional appeal. The village industries should be organised and
developed in a manner as that they become economically viable and self-reliant
and do not need subsidies or budgetary support for produgtion and sales.

REORGANISATION OF STATE KHADI AND VILLAGE
INDUSTRIES BOARDS (KVIB)

6.17 There is urgent need to revitalise the KVIB at the state level similar to KVIC. The
states have to review the working of their KVIB and take remedial measures.
The recommendations made by KAVIRC may be kept in view by the States. The
functioning of the State KVIBs should be periodically reviewed by the state
legislatvres or the Committee on Public Enterprises. There should be statutory
fixe tenure of members of the board. Frequent transfer of Chief Executive
Officer and Financial Adviser of the State Boards should be avoided. In the
interest of development of rural industries in the states, there should be close
cooperation and coordination between the KVIC and the KVIBs on one hand
and between the States Boards and the State Govts. on the other.
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RESEARCH AND DEVELOPMENT

6.18 Ressarch and Development are very essential to impart benefits of science and
technology to the decentralised sector for bringing about all round improve-
ment. This aspect has not received adequate attention at the hands of KVIC.
KVIC should devote its energy resources to revamp existing research institu-
tions. There is urgent need to develop new types of tools,. equipments and

- machines and adequate arrangements have to be made for their supply to the
beneficiaries. The artisans should be encouraged to conduct experiments with
the new equipments. The new technology to be developed through research
and development should be capable of producing marketable goods. Research
must, therefore, pay attention to production process but also to the finishing,
packaging, quality and other marketing aspects of the products. The recom-
mendations of Tilak Committee and KAVIRC should be implemented. Annex
6.7 depicts the existing R & D centres and sponsered projects. The existing
training centres may be seen at Annex 6.8.

COMMERCIAL CREDIT AND LOANS

6.19 KVIC should make all activities economically viable and self-sustaining in due
course of time. Besides the finances available from the Government, KVIC
should utilise commercial credit and loans to expand the activities in KVI
sector. Government resources being limited, more and more reliance should be
placed on institutional finances either in production or in marketing.



Need for setting up aseparate Commission for village Industries;

Creation of a separate Marketing Corporation under the aegis of
KVIC;

Can KVIC manage the modern agro-food processing industry in the
country? If yes, it will have to shed some of its old inhibitions and
take on some new characteristics. The-¢hallenge is rather attractive.

Need for reorganising R&D centres for KVIC;

Reorganisation of the Khadi & Village Industries Boards in the
States;

Creating an equity base for KVIC;

KVIC to play a greater role in Area Development Programme
including IRDP; and

Increasing Plan allocations for KVI.
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X.

-IX.

7

ABREATRIRR UNRER TEE PURVIKY OF KYIC AS ON 31.3.1288
Kbadi (Cation. Noollan and Rilk)
¥illase Induatriss

1.
2.
3.
..
5.

8.
7.
8.
9.

10.

13.

12.
13.

18.

15.

16.
17.
8.

19.
20.

21.
22.
23.
28.
5.
26.

BDeekeeping

Cottase Matoh, manufacture of fireworks & sgarbettis
Cottage Pottary

Cottage soap

Pleying. curing end tenning of hides end skins end
ancillary industrias connected with tha same cottage
leather industry

Ghanl o1l

Randmade Peper ’

Manufacture of canegur and Khandserl

Palmgur making end othar palm producte

Prosessing. peckaging and marketing of carsesls, pulees,
spleas, condiments, messlas atc.

Manufecture and use of manure and methane gzas fron
cowdung and other waste products (such as flesh of dead
antmele, night soil, ate.)

Lime o’ton.. lime shell and other lime products

Manufecture of shallse

Collasction of forest plants and fruits for medicinal
purposes

Fruit and vegetable processing. presarvetion and cenn-
ing tncluding pigkles.

Bamboo and Cenework
Slaekemithy
Carpentry

Fibre other than coir
Manufacture of housshold utansile in Aluminium

Menufaeture of Kathe
Menufsoture af Sum Resine
Manufesture af Lok Vastrae
Manufecture of Pely Veatre
Precoseing of Naise and Ragi

Menufaeture of Rubber geeds (Pipled latex predusts)



MEW IMDUSTRIES IDEMTIFIED FOR RRING TAKEM UR BY KVIC FEOM
19BA8-B9

groun-I : Minaral Rassd Induaixy

1. Sténo cutting, crushing., ocerving and engraving for
temples and bdbuildings
2. Uti1lity artiesles made out of stone.

group-I1) [Fqorest BRaasd lnduetroy

3. Manufacture of paper cups, plates, bags and other papsr
containers
L% Manufacture of exercise books, book-binding. envelop

making, register making including all other stationery
items made cut of paper.

5. Khue tattis and broom making

[ Collection, processing and psacking of forest produce
7. Photo framing.

Qroup-J1l: Agro-Easad and Food lndustny

8. Pithwork, manufacture of pith, mats and garlands etc.
9. Cashew processing

10. Leaf cup meaking

droua-lY ¢ Palvmar and Chamical Basad Industry

11. Producte out of raexin, PVC etec.
12. Horn and bone including ivory products
13. Candle, camphor and sealing wax making

drour-Y : Ensinsaring and Mon-Conxantionsl Ensrgy

14. Manufacture of paper pins. clips., safety pine, stove
eins etc.

15. Manufacture of decorative bulbs, bottles, glass etc.

16. Usbrells assemdling

17. Solar ‘'end wind energy implements

18. Manufacture of handmade utensils out of brass

19. Manufacture of handmade utensils out of copper

20. Manufacture of handmade utensils out of bell-metal.

21. Other articles made out of brass, copper and dbell metal

22. Production of radios

23. Production of cassette rlavers whether or not fitted
with raedios

28, Production of cassette recorders whether or not fitted
with radios

25. Producttqn of voltage stabilisers.

Aroup-¥YI 1 Iaxtile Industry (Exsluding Kbadi)

26. Hosiery
27. Tailoring and preparatior of resdymade garments
28. Fishing nets out of nylon/cotton by hand

froup-yi1l : Barvics Industry

29. Laundry

30. Barber

31. Plumdbing

32. Servieing of electrical wiring and electronic demestic
appliecances and equipmente.

33. Repairs of diesel engines, pump sets. etc.



ANEEXTRE- 6.3

ANDESTAIES IRENTIFISD FOR AEINS TAKEM LP AY XYIC IN ENTERK
Sxaun-1I Nisaxsl Sased Induasry

1.
2.
3.
s,
$.
6.

Nanufasoture of stone jars, bowls, Kundi ete.
Crayene menufacture (Writing chalk)

Slate and Siste Pensil making

Nanufseture af Plaster of Paris

Sand Quarrying either frem river beds or field
Manufasoture of simple glased red clay Laterine Pans
and ether Ascessories.

fxaun=I1 Earaat Rassd lnduatry

-NiL-

fSraus-IIX Asre Bassd and Kaod Industey

7.
8.
9.
10.
11.
12.
13.

FPieh canning

Veraieolli end Masaroni

%Wall hangings and decerative articles from Jjute
Carpet malkiing of different fibres including Jute
Ieo evesme making

Supari Processing

Cecea Products

fxouacly ¢ Palvmar and Chamical hasad Induatey

i8. Tooth Pewder

185. Talcum Powder

16. Meuseheld items of plastics including teys oto.
17. Nanufecture of Bindi

I8. RNanufasre of Mehandi

19. Vteneil weshing powder

20. Ink Raking

23. Geeouring Powder

Araus-Y ¢ Easinsering and Ron-gopvantional RARAPEN
22. Manufacture of feuntein pen, bell pens, refills
23. Nanufacture of Niks

28. Weod earving ané Artistic wood wares

2s. Plastie/Nyion/Rubser/Bhell washers, buttons ote.
26. Yuel Briguettos

27. NRirrvor manufacture/Klectropiating

28. Motor winéings

29. Tin emithy

30, Wire neto making

31. Iron grills making

22. HNanufacturae eof electrenis watchee

33. Swmall Printing units

Apans-Y1 1 Taxils Induatry (Kxgludins Khedil

n.
3s.
3.
7.
8.
38.
40.
4.

Basic work

Teys snd Doll making

Thresd Palle end wollen balling. i1archi making
Embroléery *

Nanufasture of surgiocsl bendages

Stove wieks

Zari ang Zardesl

Cetton Prilling.
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ANNEX-6.3"

- . - = - - - V- - R S M M A W e e A A Y W e e A e e WR R M N e e e TR e A e e

(VALUE IN Rs. LAKHS)

————————————————————————————————————————————————— B L R )

SI. STATE/U.T. KHADI VILLAGE TOTAL
NO. INDUSTRIES KVI
1 ANDHRA PRADESH 1060. 09 8692.30 9/52.39
2 ARUNACHAL PRADESH 0.27 0.27
3" ASSAM 175.38 876.86 1052, 24
4 BIHAR 1378. 34 6204, 58 75682, 92
5 GUJARAT 1342. 05 3732. 15 5074.20
68 HARYANA 400.31 3292. 189 3692.50
7 HIMACHAL PRADESH “08.38 2197. 02 2405. 40
8 JAMMU & KASHMIR 264.17 24186, 56 2680.73
9 KARNATAKA 1181.90 6713.11 7895.01
10 KERALA 506,88 4996. 38 5803.28
11 MADHYA PRADESH 402.25 2299.79 2702. 04
12 MAHARASHTRA 539.80 15626. 18 16165.98
13 MANIPUR 5.60 1016. 43 1022. 12
14 MEGHALAYA 0.36 265.87 286.23
15 MIZORAM 20.12
16 NAGALAND 5.67 159, 02 164.869
17 ORISSA 72.89 1297.09 °1369.68
18 PUNJAB 983. 13 3771. 17 4754.30
19 RAJASTHAN 2455.54 8655.95 11111.49
20 SIKKIM 5.01 15.34 20.35
21 TAMIL NADU 3530. 57 15749.92 20280.49
22 TRIPURA 23.37 949, 24 972.61
23 UPPER PRADESH 5233. 47 16385.41 21618.88
24 WEST BENGAL 1771.81 2121.07 3692.68
TOTAL-1I 21446.87 108454.02 1299860.866
1 ANDAMAN & NICOBAR ISLANDS
2 CHANDIGARH 207.14 207. 14
3 DADRA & NAGAR HAVELI 0.61 0.61
4 DELHI 351.24 701.89 1083. 13
5 GOA. DAMAN & DIU 246.65 248.865
8 PONDICHERRY 8.78 .. 69.59 78.37
TOTAL-II 360. 02 1228. 08 1568. 10

III. MISCELLANEOUS

- - -

1 DEPARTMENTAL 82.49 82.49
2 OTHER SCHEMES

et e - - - - - - " > - - - -

TOTAL I+II+III 218068.89 109764.59 131651.28

- - - -

SOURCE: KVIC ANNUAL REPORT FOR 1986-87
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INPORTANY STATES PO PRODOCYION OF L4NDI & VILLAGE
INDUSTRIES PRODOCYS QNDER B.V.1.C. IR 1096-87

............................................................................................................

............................................................................................................

kDI 0.p THRIL BADY  RAASTIMN WEST KL BIh

II. TILLAGK INDUSTRIES

1 FCPl [AIRATARA NARARASHTEA  MABIPOR 0P L)L

2 GEANI 010 TANIL WADD  BARARASETRA  RAJASTRAR UL TAMNATALL

3 VILLAGE LEATHER 0.p FARARSETRA  RAJASTRMR TANIL RADO  PORJAD

4 COTTAGE matTCE TANIL MDD KEDALA 0P ANDERA PRADESH MARARASEYMA

$ GOR & ROANDSARI 0P ARDREA PRADESE 0RISSA st [T

¢ PALYGUR TANIL RADD  BNBST NRWCAL  ARDRRA PRADESE ORISSA {11

T 930 & S04P TANIL MD0 DD GOJARAY IRYANL EASTHAN

8 HANDEADE PAPER ne SARARASETRA  TABIL WADD  RAJASTEAR iy

9 ML-IPING {111 TANIL MADD  KANNATALA 0BIs5A WIST LINGAL

10 VILLAGR POTTRNY EARMRASETE DD jsstIA 111 1A 1

11 F1881 0.p {11 NARARASETRS  RAJASTRAR TARIL BADY

12 CARPINTET B BLACRSHITR? NARARASRIRA DD, IABIL NADU  ANDBRA PRADESE PONJAN

13 LI RAJASTRAN ANDRDA PRADRSE TANIL BADO  U.P. {1 14]

14 GOBAR GAS CUJAN? SARADASETRE  BIDAR e i

15 COLLECTION OF PORIST PLANYS  ARDERA PRADESE BINACRAL PED. WARALASHTRA  ORISSA TANIL 3ADO

16. SRELLAC 0P 011554 ¥ESY BEIGAL -

17 GONS & RESINS ABDREA PRADESH 0.7, TINACDAL PRD. OBISSA

18 LTl RINACHAL PRD. WADEYA PRADESE U.P. NEST BRBGAL

19 PEOIT PROCESSING ANDERA PRADESH XERALA 0. JINICEAL PRD. MANARASHTDA

20 BANBOO & Ciml uusn 0.r RISTIAL PORIAD

21 ALOKINION OTRESILS ISIALA 0.Pr NARARASETRL  COVARAY 10

22 POLIASTL TANIL WADS  CMAMY Le It BADITA PRAMGSE
$55383858883838
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Chapter - 7

COIR INDUSTRY

7.2,

73.

7.4.

7.5.

7.6.

Coir fibre obtained from coconut husk has some special qualities like tough-
ness, durability, resistance to dampness and salt water etc. and traditionally this
fibre is used for making products like ropes, mats, rugs carpets, etc. Annual pro-
duction of coconut in the world in coastal areas within the tropical bel* is
estimated to be about 33700 million nuts including output of about 6620 million
nuts in India. A statement showing statewise area under cultivation and pro-
duction of coconut in India during 1984-85 and 1985-86 is at Annex. 7.1. (source:
Cofr Board)

The coir industry is export oriented and labour intensive mostly providing part
time occupation to weaker sections of the population and women in rural areas
in the country.

The Coir Board, a statutory body was set up by the Government of India under
the Coir Industry Act 1953 for the overall development of the industry in India.

The Central Coir Research Institute at Kalavoor, Alleppey and the Central
Institute of Coir Technology at Bangalore are two research institutions set up by
the Coir Board to carry out fundamental and technological research in various
aspects of importance to the Coir Industry. Coir Board has a number of other
establishments like Regional training cum-Development Centres, show rooms
and sales depots, Coir mark schemes etc; the location of these Centres may be
seen at Annex.7.9.

Position in mpect of production of white fibre and brown fibre coir as well as
the export of coir and coir products is shown at Annex.7.2. to 7.8. (Source: Coir

Board)

In value terms coir production has stagnated at around Rs.100 crores during the
last several years. 80% of this comes from Kerala which produces white fibre
obtained by prolonged ratting in backwater. White fibre is superior to brown
fibre produced in Tamil Nadu, Karnataka, Andhra Pradesh etc. Production of
white fibre has declined by about 18% during the Sixth Plan. i.e. from 1.52 lakh
tonnes to 1.25 lakh tonnes due to drought and coconut disease. It is not expected
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7.7.

to go up during the 7th Plan while brown fibre production has increased from
32300 tonnes in 1979-80 to 50000 tonnes (provisional) in 1986-87.

Exports have alsodeclined from 47224 tonnes in 1979-80 to 25788 tonnes in 1985-
86 (predominently white fibre). In value terms the exports have decreased from
Rs.37.21 crores to Rs.26.40 crores during the period.

The decline in exports has been attributed to:-

(i) the fall in demand for coir floor coverings; .

(fi) fall in demand for coir yam by manufacturers of coir floor coverings in
Europe;

(iii) increasing competition from synthetics and natural substitutes; and
(iv) increasing competition from coir products originating from Sri Lanka.

7.8. Export of coirand coir products from the coir producing countries during 1984-

85 is given below:-
. Qty/Metric Tonnes

Country/Item 1984 1985

72567 76852
Mattress Fibre 35972 36734
Bristle Fibre 8381 7822
Coir Yarn 1119 2594
,Twisted Fibre 25583 Y243
Coir Twine 1512 1981
India 26563 2871
Coir Fibre 2 4
Colr Yarn 13652 13612
Coir Mats 7477 6582
Coir Mattings 5366 3394
Coir rugs and
Carpets 33 227
Coir Ropes 21 32
Gurled Coir — —
Coir Other Sorts 12 16
Rubberised Coir —_ 4
Thailand 6485 4397
African Countries 300 300
Other Countries 1000 1000
TOTAL: 106918 106420

Source: A.P.C.C. Statistical Year Book 1985.
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7.9.

ItwouldbeseenthattheshareofSﬂlankainexpoﬂshasincreasedfrom&per
cent in 1984 to 72.2 per cent in 1985 while share of India has declined from 25 per
cent to 22 per cent during the period.

7.10. The coir industry in the country has been experiencing difficulty for a number

7.11.

of years in the collection of raw materials, fluctuations in production of coconut
(and therefore of husk), obsolete methods of production, diversification of end
uses and failure to go in for modernisation, competition between the private
sector and the cooperative sector etc.

Cooperativisation is the strategy of development in the traditional industries
and this has been tzied in the coir industry also. Assistance is given to the
cooperative societies towards share capital, as well as for setting up of the
godowns and showreoms, purchgse of ratts and looms, managerial subsidy and
interest subsidy. Still the cooperative infrastructure for coir industry remains
weak as could be seen from the position of primary cooperatives both in
spinning and manufacturing sector in major coir producing States as at the end
of cooperative year 1980-81, shown below:-

NUMBER CF COIR COOPERATIVES

Viable Potentially Dormant Total

viable.
Kerala 112 368 - 480
Karnataka 6 10 21 37
Andhra Pradesh —_— — —_— 5
Tamil Nadu 17 —_— 2 .46
Total: 135 383 50 568

7.12. As many as 383 potentially viable societies and 50 dormant societies out of 568

primary cooperatives would require a comprehensive programme of activisa-
tion. Suitable measures and time bound programmes would need to be drawn

to rehabilitate such cooperative societies.

7.13. The cooperative sector of the industry is facing several problems, such as

shortage of raw material, accumulation of stocks, problem of marketing and
shortage of funds for modernisation. The collection of husk in the cooperative
sector of Kerala during the past four years is as under:-
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Years Nos.

1984 10.31 crores
1985 239"
1986 1715~
1987 11.53“
1988 1.06 “
(Jan-March)

7.14. The requirement of husk for the cooperative sector is estimated at 90 crores of
husk, whereas the actual collection is only as indicated above. The three point
levy system now introduced is expected to improve the availability of raw
material to the cooperative sector.

7.15. All natural fibres cotton, jute, hemp, flax, sisal, etc. face severe competition from
synthetics. Coir is no exception. The survival of coir industry would depend
upon lessening the cost of production, improvement in quality, new uses,
diversification of end uses etc. In the short run, the mechanisation of coir from
crushing of coir, separation of fibres, spinning and weaving will lead to
unemployment; on the other hand, unless we are able to mechanise, we will be
priced out of the market and other nations will imprdve their export perform-
ance as it has already happened.

® Need for mechanisation and modernisation of the coir industry;
and

@ Strengthening of cooperative units and improvement of their
management.

w
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Annex 7.1

AREA UNDER CULTIVATION AND PRODUCTION OF COCONUTS IN INDIA

Area under cultivation

Prcduction of

in 000 Hectares Coconuts in million
nputs
State 1984-85 1985-86 1684-85 1985-86
Kerala 689.3 687.5 3395.0 31496
Karnataka 1939 2028 10:1.1 10500
Tamilnadu 1528 159.4 1627.5 1518
Andhra Pradesh 47.0 474 194.5 196.1
Goa Daman & Diu 23 25 106.0 106.3
Andaman & Nicobar Islands 208 208 9 6 96.6
Orissa 26.2 276 983 1349
Maharashtra 10.6 10.6 99.3 99.3
West Bengal 153 153 169.7 169.7
Assam 7.5 8.0 479 57.4
Lakshadweep 28 28 23.° 24.2
Pondicherry 16 16 15.7 16.7
Tripura 27 27 21 21
Total: 1192.8 1209.4 6887.2 6620.0
Annex 7.2

PRODUCTION OF COIR IN INDIA

Quantity in Tonnes

Year White Fibre Brown Fibre Total
1973-74 1, 51, 000 4, 000 1,55,000
1979-80 1, 51,600 32,300 1, 83, 900
1984-85 1, 24, 800 39, 600 1. 64, 400
1985-86 1, 22,880 43,700 1, 66, 580
1986-87* 1, 35, 000 50, 000 1, 85, 000
1987-88*

*Provisional

** Not cstimated
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Annex 7.3
PRODUCTION OF COIR IN INDIA

(ITEM WISE)
Quantity in Tonnes

Items 1973-74 1979-80 1984-83 1985-86 1986-87* 1987-88**
Coir Fibre:

White 151000 151600 124800 122880 135000

Brown 4000 32300 39600 43700 50000
Coir Yam 134000 132700 102360 101990
Coir products 27000 28000 2350 19920
Coir Rope 20000

White 23000 18370 18790

Brown 13200 17260 18850
Curled coir 2000 2500 5900 5200
Rubberised coir 1300 1500 3200 4500
*Provisional
**Not estimated.

Annex 7.4
EXPORT OF COIR AND COIR PRODUCTS FROM INDIA

Quantity 1n Tonnes Value in Rs.000’s
Year Quantity Value
1973-74 46759 155818
1979-80 47224 372101
1984-85 25788 264083
1985-86 24673 328467
1986-87 23214 314446
1987-88* 24641 317036
*Provisional



Annex-7.5%
EXPORT OF WHITE FIBRE PRODUCTS FROM INDIA

Qty. in Tonnes Value in Rs. 000"s
Year Quantity Value

1973-74 45551 154269

1979-80 46981 371500

1984-85 25788 264083

1985-86 24664 328307

1986-87 23209 314325

1987-88* 24639 316991

*Provisional

Annex - 7.6

EXPORT OF MAJOR ITEMS FROM THE WHITE FIBRE SECTOR

Q: Qty. in Tonnes V : Value in Rs.000's

Year Coir yarn CoirMats  Coir Mattings, Rugs & Carpets
1973-74 Q 29373 12302 3365
v 82200 57328 13540
1979-80 Q 25873 11715 9261
v 155547 119126 96028
1984-85 Q 12775 7756 5208
v 98441 94528 70719
1985-80 Q 13398 7433 3764
A 151962 111820 63601
1986-87 Q 12105 7924 3128
v 120773 135470 57429
1987-88* Q 13640 6251 4683
v 122513 106133 87613
*Provisional
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Annex 7.7
EXPORT OF BROWN FIBRE COIR SECTOR **

Qty in Tonnes Value in Rs.000’s
Year Quantity Value
1973-74 1208 1549
1979-80 243 601
1984-85 - -
1985-86 9 160
1986-87 5 21
1987-88* 2 45
* Provisional
** Cyurled Coir & Rubberised Coir
Annex 7.8
EXPORT FROM BROWN FIBRE SECTOR
(ITEMWISE)

Q : Quantity in Tonnes V : Value in Rs. 000’s
Yecar Curled coir Rubbcrised coir

Q v Q v
1973-74 1208 1549 31 39
1979-80 240 546 2 54
1984-85 - - - -
1985-86 - - 9 160
1986-87 - - 5 121
19K7-8y* - - 2 45
*Provisional
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Chapter- 8

HANDLOOMS

PROFILE

HANDLOOM SECTOR

1) Has 30.65 lakh looms plus 8 lakh domestic looms. Please see Annex 8.1 (A recent
survey (incomplete) indicates lesser looms in some states).

ii) Employs 7.36 million people both part time and full time.

iii) Produced 3449 million metres, including 480 million metres of Janata Cloth, in
1986-87 which is 26.6% of the total cloth production.

iv) Exports Rs. 184.41 crores (1986-87).

v) Statewise distribution of looms given at Annex.8.1.

vi) Weavers’ Cooperative Spinning Mills-56
(Total Mills 1027) Annex.8.2.

vii) Total sales of handloom cloth from Apex Societies and State Corporations
amount to Rs.372 crores in 1986-87 Annex.8.3.

CURRENT POLICY

i) Hank Yam obligation of 50% (85% in counts 40s and below)-cee Annex. 8.4.
ii) Reservation of 22 varieties and sorts of cloth.

iii) Cooperativisation

iv) Promotion of Handloom Development Corporations for private handlooms.

v) Special Rebate.

vi) Janata cloth production with a subsidy of Rs.2.75/sq. mt. (see Annex.8.5).
vii) Susman cloth (Blended cloth).

viii) Infrastructural facilities by Centre And States.

TEXTILE POLICY
i) Industry will be viewed in terms of stages of manufacturing process. viz.

spinning, weaving, and processing and not in terms of segments.
ii) Fuller flexibility inh the use of various fibres.
iii) Creation and coftraction of capacity to increase competition.
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iv) Powerlooms in mill sector and decentralised powerlooms sector will compete
on the basis of their strengths and weaknesses.

v) Distinct and unique role of the handlooms will be preserved and the growth and
development of this sector shall receive priority.

vi) Measures to realise full potential include strengthening of cooperatives/State
Corporations, modernisation, availability of yarn at reasonable prices, produc-
tion of mixed and blended fabrics to increase earnings, reservation, removal of
cost handicaps through fiscal measures, improving the marketing of hand-
lnoms, strengthening of data base, and welfare measures like contributory thrift
funds and workshed cum housing scheme. '

vii) Entire production of controlled cloth to be in handloom sector.

INFRASTRUCTURE CREATED
i)  Institutes of Handloom Technology Annex 8.6 3 Nos.
ii) : Weavers Service Centres Annex 8.6. 23
iii) Post-loom & Pre-loom facilities Annex 8.2 37
iv) National Institute of Design 1
v) National Institute of Fashion Technology 1
vi) National Handloom Development Corporation and its offices.

Annex B.5 1
vii) Handloom Export Promotion Council 1

8.1. The All India Handlooms and Handicrafts Board under the Chairmanship of
Minister of Textiles with Development Commissioner (Handlooms) and Devel-
opment Commissioner (Handicrafts) as Member-Secretaries was constituted in
July, 1981. The Board is an advisory body for the formulation of the develop-
ment programmes in the handlooms and handicrafts sectors keeping their
socio-economic, cultural and artistic perspectives in view. The Board was
reconstituted in December 1985. At the State level, the programmes for the
development of this industry are implemented through Handloom Develop-
ment Corporations, Apex Cooperative Societies and Directorate of Industries
where Corporations/ Apex Societies do not exist.

8.2. Data on the production of handloom cloth separately is not available for plan
periods earlier than the Fourth Plan (1969-74). Civil deliveries or hank yarn form
the basis of estimation of handloom cloth production. The production of
handloom cloth in 1973-74 was 2100 million metres which rose to 2900 million
metres in 1979-80. This further increased from 3137 million metres in 1984-85 to
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8.3.

8.4

3449 million metres in 1986-87. Public Sector outlays have gone up particularly

from Fifth Plan. The outlay for these prograrmmes had been increased from Rs.
100.00 crores for 1974-79 to Rs. 512.26 crores in the Seventh Plan (1985-90).

The employment in handloom industry is estimated to be 73.58 lakh persons.
The methodology of estimation of employment in the handloom industry was
gone into by a Study Group. It came to the conclusion that an cffective lcem
(working for 273 days in a year and 8 hours per day) generally produces 1350
metres of cioth on an average. Pre-loom operations like winding of yarn from
hanks to bobbins, warping, sizing, designing, mounting on looms, etc., require
0.9 person per loom. Weaving operations require 1.5 persons per loom. Further,
post-loom operations like bleaching, dyeing, finishing, transpottation and
trading in yarn and cloth, manufacturing of accessories account for 20 percent
of the employment in pre-weaving and weaving operations taken together.
Employment in post-loom operations is part-time. Based on these norms,
employment coverage in handlooms comes to 73.58 lakh persons.

Development-programmes for the handloom industry received greater empha-
sis from 1976-77, with the implementation of the recommendations of the High
Powered Committee which was set up under the Chairmanship of Shri
B.Sivaraman, the then Member, Planning Commission. A number of Centrally
sponsored schemes funded on matching basis between the Centre and State
Governments and other Central schemes were initiated. Since cooperation as a
form of organisation is non-exploitative in character, the major thrust of the
programme has been on extending and strengthening handloom cooperatives.
The Centrally Sponsored schemes launched include share capital loan assis-
tance to primary weavers’ cooperative societies, share capital assistance to state
apex societies, share capital assistance to handloom development corporations,
managerial subsidy to handloom weavers’ cooperative societies, assistance for
modernisation/renovation/purchase of handlooms, etc. A total of 18.26 lakh
weavers were covered under the cooperativisation programme by the end of
December, 1986. Intensive Handloom Development Projects and Export Ori-
ented Projects were started. A Central scheme for creation of pre and post-loom
processing facilities was taken up. The Centrally sponsored scheme of Special
Rebate of 20% to provide marketing assistance was started in 1975-76. With an
objective to provide sustained employment to weavers and providing cheap
cloth to the weaker sections of the society, the scheme of production of con-
trolled cloth was extended under the name of ‘Janata’ Cloth to the handloom
sector in 1976-77. The subsidy on production and delivery of Janata Cloth, which
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was Rs.1.00/Sq.mtr has now been raised to Rs.2.75/sq mtr. The scheme is being
implemented in 17 States and Union Territories. The production of this cloth
(dhotis, sarees, lungis, shirtings, long cloth) was 480 million sq.mtrs. in 1986-87.
Inaddition to continuing the earlier schemes and new schemes taken up in 1976-
77, welfare schemes like thrift fund scheme and Workshed-cum-Housing
scheme have been initiated in the Seventh Plan, Special projects for weavers in
hill areas and desert areas have also been/ are being taken up in the 7th Plan.

8.5. Like other traditional pursuits, handloom weaving is also a victim of the

8.6.

structural changes in the economy following industrial revolution. Most of the
handloom weavers are poor. His skill to weave fine cloth is neither adequate to
provide him regular employment nor a decent living. The reasons are not far to
seek when we take into consideration the setting in which he works. Even the
fabrics reserved for handlooms are being encroached upon by the powerlooms
right through the plan periods aithough there were restrictions on their estab-
lishment. Currently powerlooms can be established except in urban areas.
Powerloom cloth is cheaper at least by one rupee per sq. metre, The handloom
weaver obtains his yarn from the market which is more often costlier as
compared to cone yarn ana its timely supply is not assured. Thus hank yarn is
costly and irregular in supply. The weavers output is small which puts him at
disadvantage when processing is to be done. He has to sell his products in the
market in competition with the products of powerlooms and mills which being
mechanised and having access to better processing facilities are able to outprice
the handloom products. His survival through his own efforts in a large segment
of the market is not possible. This is a major reason forcing the children of
weavers to look for other occupations or jobs. The recent census of handlooms
is indicating a decline in the number of handlooms. This is a human problem.
If weavers are not able to remain employed in the rural areas, they would be
forced to migrate tocities in search of jobs. Cities are congested and civic services
are already under great strain. If employment of weavers is to be sustained then
appropriate State intervention has necessarily to take place. The survival of
handlooms in the future will depend upon weaving of high value cloth with
adequate design input and producing myriad designs at frequent intervals. He
will need the assistance of dedicated low-cost computer integrated designing
and sample making system. Currently, a Committee chaired by Shri Abid
Hussain, Member, Planning Commission is reviewing the Textile Policy of 1985.

There has been an increase in the price of hank yarn between 32% and 67%
during 1987-88 and many handloom weavers have been thrown out of employ-
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8.7.

8.8.

89.

ment. In drought affected areas, the problem has been compounded by low
purchasing power. A refief programme has been launched from 1.4.1988 to give
employment for 150 days through apex cooperatives and Siate Handloom
Corporations through margin money assistance.

Handlooms which manufacture high value cloth with adequate design input
would survive on its own. Handlooms which manufacture Janata’ cloth or
assisted by cooperatives and Corporations may continue. However, a large
number of middle type of handlooms will find it very difficult to survive against
the competition of powerlooms. A time has, therefore, come to work on a
rehabilitation package for handloom weavers similar to what is being donz for
mill workers.

Hank yarn is théprincipal raw material for this sector. Source of supply is mills.
The yarn trade is in private hands. Yarn prices are also subject to fluctuations.
A recent study by Institute of Rural Management, Anand has come to the
conclusion that on an average hanks are more expensive than cones in the
market for the :ame courts. Apart from its cost, regular and tirnely supply are
of ejualimportance. Though the muils are obliged to pack at least 50% of the total

-yarn packed for civil consumption in hank form, the hank yarn as a percentage

of total spun yarn is 40% 1. 1984-85 and 40.1% in 1985-86 and 1986-87. The
spining mills owned by weavers’cooperatives and under the State Sector have
better performance in this regard. Whereas supplies are effected soniewhat
regularly, quality and price parameters need to be improved. The supply
position of hank yarn is better in States like Tamil Nadu, Orissa and Andhra
Pradesh where a yarn price fixation committee under the Director of Hand-
looms nyeets regularly to decide the price at which the yarn will be sold to the
organisations in the handloom sector. The National Handloom Development
Corporation has started supplying hank yarn and dyes and chemicals since the
latter half of 1984-85. Nevertheless, the problem of hank yarn supply continues
to remain complex and difficult. Thus, the handloom weavers start with a cost
handicap. In the case of dyes and chemicals, supplies are also not available at
reasonable prices.

Credit is available to the handloom cooperative sector urder the scheme of
refinance of working capital requirements to weavers cooperatives by the
National Bank for Agriculture and Rural Development (NABARD) (at an
effective rate of 7%)., to state level corporations from commercial banks and to
individual weavers from master weavers. The credit from NABARD is pro-
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vided for procurement and marketing of cloth by Apex/Regional Weavers
Societies and for financing the production and marketing activities of primary
weavers societies. The finance obtained from NABARD in 1986-87 was
Rs.254.01 crores. Estimates of supply of finance from other sources are not
available. Despite the fact that handlooms is a priority sector, it does not receive
adequate finance. The Central Cooperative Banks which finance handlooms
also has a preponderance of membership of farmers’ cooperatives. Quite often
it defaults payment to NABARD which vitally affects handlooms. Further,
many banks do not have representatives of handlooms in their managing
committee. Even the major portion of NABARD refinance is accounted for by 2-
3 States. Itmay be pointed out that credit is not only required for production and
marketing but also for establishment/expansion of weavers spinning mills,
modernisation of handlooms, opening of sales outlets, etc. Thus, this sector is
under-financed and availability of credit is not timely.

8.10. Sales effected through apex cooperative societies and sales emporia of State/
Central level corporations have risen from Rs.295.56 crores in 1984-85 to
Rs.371.93 crqres in 1986-87. Sales for a period of 30 days in a year effected
through apex cooperative societies, state level corporations, etc. are eligible for
a special rebate of 20% which is equally shared by the Centre and State. Sales
turnover are in Annex-8.3. Though this scheme has helped in improving the
sales in the organised handloom sector yet it is weak in its direct benefit to
primary cooperative societies. Primaries are the backbone of cooperativisation
in the sector and unless these are strenghtened and made viable the movement
will not be self-sustaining. The apex level cooperatives lack marketing strategy.
Rebate is a kind of subsidy; a more positive programme for the development of
this sector is needed in place of rebate.

8.11 There are other numerdus problems afflicting this sector. To improve produc-
tivity, a programme of modernisation has been undertaken. The amount spent
on this programme in 1984-85 was Rs.1.78 crores (on 20,104 handlooms);this
increased to Rs.3.61 crores (on 38, 103 looms) in 1986-87. The programme has
had not much impact. The primary cooperatives face the problem of delayed
payments from apex societies. The handloom weaver weaving ‘Janata’ cloth
gets only meagre wage (State-wise productipn shown in Annex 8.5). There is
need to improve the quality of these fabrics and their acceptability. The scheme
for the production of ‘susman’cloth (which is presently operated by the States
of Tamil Nadu, Andhra Pradesh, West Bengal and Uttar Pradesh) has a target
of production of only 30-36 lakh metres of cloth in 1988-89. In the case of
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cooperativisation, the effectiveness of the programme measured in terms of
production i3 not commensurate with outlay.

T POINTS FOR CONSIDERA FION

Reconciliation of conflicting interest in the textile sector;

- Rehabilitation package for handloom workers;

" Adequate supply of hank yarn to handloom sector;
Need to reconcile trade policy of exporting yarn and cotton while

ensuring adequate supply of yarn to the handloom weavers;

Availability of adequate funds for handloom sector;

Need for a dedicated low cost computer integrated textile designing
and sample making system; and
Need for a new approach to reservation for handloom sector.

p o oo
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STATE No, of Looms (in GN0s)

1 Andhra Pradesh 529

2 Assam 200

3 Bihar 100

4 Gularat 20

5’ Haryana 41

6 Hiwachal Pradesh 1

7 Jammu & Kashmir a7

8 Karnataka 103

9 Kerala 956

16 Madhya Pradesh 33
11 Maharashtra 80
12 Manipur 100
13 Maghalays &
14 Nagalund 20
15 Orisex 1056
16 Punjab 21
17 Rajasthan 144
18 Sikkim N.A.
19 Tamil Nadu 5566
20 Tripura 100
21 Uttar Pradesh 509
22 West Bengal 256
23 Union Territories 10
3065
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STATENINT REGARDING TUSKOVER/SALES OF RARDLOOF
DEVELOPNBRT CORPOBNTIONS AND APEX SOCISTINS.

S1. Name of the Organisation Sales made during
lﬂ. ...................................................
1986-87 "1985-86 1984-95  Hemarks
1 2 3 [ 5 §
J U, SO
1 Andhra Pradesh State Handloos Weavers 2483.00 219931 2206.1
Co-0p. Society Lid.
2. Assam Apex Weavers and Artisans 3 05 212,81 .12
Co-op. Soclety Ltd.
3 Bihar State Randlooa Weavers 225,00 229.00 282 00
Coop. Onjon Ltd.
4. Gujarat Rajyz Handloos k Audyogic 294 00 250.00 135,00
Sahkari Bederation Lid.
5. The Haryana State Co-op. Handloos 132.21 108. 54 §1.45
Neavers Apex Society Ltd.
6. Xarnatka State Silk fandloos 107.01 166.5¢  161.00
Weavers Coop. dpexr Society Ltd.
1. ferala State Bandloos Weavers Coop. 362.30 814.99 800 14
Society Ltd.
8. N.P.State Fandloon Weavers Coop. 457.10 391,10 369.40
Society Ltd.
9. Maharashtra State Handioom Coperative 15.98 20.61 6.4
Federation btd.
10.The Western Eaharashtra Weavers 483 12 49175 404.08
Central Coop Associationa Ltd.
11.The Orissa State Bandloom Weavers 1420.22 1452.55  1560.94
Coop. Society Ltd.
12. Pondicherry Cooperative Departsent 24.48 225.00  221.00
{Govt of Pondicherry)
13.Pondicherry Coop Randloom Sxport 150.71¢ 13157 164.03
Developwent Project Lid
14. Punjab State Handloom Weavers Apex 1.8 5.3 R
Coop. Society Ltd., Chandigarch
15.%ani] Nadu Sandloon Weavers $392.00 102H4.00  9071.00
Coop Society (CO-optex)
16.Tripara Apex Weavers' Cooperative 44.00 63.45 $H.u
Society Ltd.
17.%he Nest Beagal State Randloos 2020.00 58,05 1993.45
Neavers' Coop. Society Ltd.
18. Andira Pradesh State Testile 645.38 103.57 3.5
Developmeat Corpa. Ltd.
19.4ssan Covernnent Marketing 136.0) 146,02 130.02
Corporation
20.The Gujarat State Randloon Developaent 325.90 MO8 210

Corporation Ltd.
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Annex 8. 3{contd. )

21.Haryana Handloow and Hamiicrafts
Corpn. Ltd

22.4.P. State Handicrafts and Handlooms
Corpn. Ltd.

23.J&K State Handloom Developaents Corpn
Ltd.. Jaamu

24.The Karnataka Handloow Developaent
Corporation Ltd.

25.Hadhya Pradesh State Textile Corpcratior
itd.

¢6.¥aharashtra State Handloom Corporation
L.

27.The Orissa State Handloom Development
Copn.. Bhubaneswar

28 Punjab-State Handioom & Handicrafts
Developuent Corporation Ltd.

29.Rajasthan State Handloom Development
CorpnCorpn. Ltd.

30.Tripura Handloow and Handicrafts
Developaent Corpn. Ltd.

31.0ttar Pradesh State Handlooa Developaent
Corporation Ltd.

32.West Bengal Handloom & Powerlooa
Development Corporation Ltd.

33.411 India Handloom Fabrics Marketing
Coop. Society Ltd.

34.Rehabilitation Industries Corporation
Ltd.

35.Central Cottage Industries Corporation
of India Ltd.

36.North Kastern Bandicrafts and Handlooas
Developaent Corpn. Ltd.

YIB!
60,56
320,00
3126.82
120.62
868.82
195.18
132.30
37,68
90.00
B454. 50
960.00
2000. 00
115.83
0487
.9

37192.80

231697
648.90
1123.81
759.97
104. 45
428.3%
98.55
5435.79
898.00
2249.00
1431
284.57
33.65

1376. 44

385.51

1016.85

634.33
1112
264,00
75.00
3991.53
128.00
2030.00
149,16
233.84
9. 11

34869.21 286%6.33

P.5. The sales figures of handloom goods by Apex Bodies, etc.
«---  for the years 1879-80 and 1974-75 are not availadle.
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Annex 8.4

o e e . e Y= o s = m = e e o e . e T oy e 4n 4 v S e = e e A%t = s = am em e e

1986-87 1984-86 1984-85 July 79 1974-75
To
March 80

a) Total 3pun Yarn 983 50 238 18 891. 37 f14 *0Q N.A
b) Hank Yarn 394.53 375.83 366.76 241,13 N. A.

¢) Percentage 2/1 40.10 40,10 40.00 46.70 N.A
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Statemeat abosing the State-wise Jamata Cloth prodaction
ia the Handloow Sector simce October, 1976 to 1986.87.

.....................

.................................................

S1. Bave of the  Siace 1978-79  1979-80 1900-81 1981-82 1902-83 1983-04 1984-85 1985-36 1986-87
Jo. State/0.1. inception

(Oct. "76-
Narch'78)

1 2 3 { ) 6 1 [} $ 10 i1 12
1. Andbra Pradesh  19.36  25.64  30.51  32.87 29.60 22.8%  22.85 28.25 40.19  60.82
2. laraataia 361 wmn L9 1L 9.40  10.90 .74 0. 1617 L%
3. Ierala 1.13 1.3 1.62 L4 1.6% 1.12 1.9% 1.90 0.08 2.50
4. Pondicherry 0.1 0.16 0.03 0.03 0.03 0.05 0.02 0.20 0.03 0.06
5. Tanil Nadu 9.06 332 1LY 1.8 33 3500 40.18 2.4 3923 .28
6. Badhya Pradesh  8.63 (V) 8.50 12,67  13.56 15,00  14.55 27.16  18.31  20.00
7. Ottar Pradesh  23.28  36.60  66.68 101,60 98.48  95.00  94.95  B5.85 105.83 119.05
8. Bidar 2.0 5.00 18.8¢ 2096 2270 26.15  40.17  45.50 42,82  50.00
9. Orissa 1.52 6.16 12.85 15.48 2071 2018 2119 28,00 28.85 3300
10. West ‘Bengal 6.05 9.62 17.10 2391 29.09 31.50 30.97  30.85 36.8) 46.94
11.6ujarat 0.04 1.22 2.50 2.8 L 4.50 1.55 5.30 8.00 12.00
12. Naharashira 12,89 18.60  28.3¢  46.69  53.63  49.00  53.92  42.3¢ 51.00  5.®1
13. Tripura 0.18 0.32 1.60 2.08 .0 2.50 1.96 1.50 1.8 3.00
4. Assaa - - 0.20 0.1 0.59 1.08 1.59 4.5 5,11 18.00
15, Rajasthaa - - 0.04 0.32 0.27 0.10 0.1 2.00 2.00 3.00
16. Baryana - - - - - - - Mi 3
17. Rimachal Prades - - - - - - - . 1l 1l
18, ¥anipar - - - - - - - - il kil
19. Punjab - - - - - - 1l il

Total 87.8%  116.11 204.88  287.34  320.75. 323.64 348.34 356.77 387.12 482.05

Target - - - - 325.00 340.00 350.00 360.00 420.00 500.00
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Chapter - 9

POWERLOOMS

Profile

i)

i)

iif)
iv)

v

vi)

Number of authorised
Powerlooms (31.8. 1987)
production of powerloom

cloth in 1986-87 (See Annex. 9.1)

Employment (whole time and part-time)
Areas having concentration
of powerlooms

Maharashtra

(a) Bhiwandi
(b) Ichal-Karanji
(c) Malegaon
(d) Sholapur

Gujarat
(a) Surat
(b) Ahmedabad

Tamil Nadu

(a) Salem

(b) Erode

(c) Coimbatore and

other towns

Powerloom Service Centres under
the Textile Commissioner
Powerloom Service Centres
established by Textile Research
Associations
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8,74,199

6222 million
8q. metres
35 lakh persons

2,75,000
powerlooms

1,60,000
powerlooms

63,000 powerlooms
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9.1 The powerloom industry plays a significant role in the economy by catering
to the clothing needs of the masses. Particularly this industry manufactures
cheaper variety of cloth. At present powerloom accounts for a little less than
50% of the total cloth production. In 1986-87, powerlooms in decentralised
sector produced 6222 mjllion metres amounting to 48% of total cloth produc-
tion in mill sector, powerloom sector and handloom sector put together. The
table below gives the production and relative share of all the three sectors
from 1980-81 to 1986-87 (Bar chart at Annex-9.1).

Production of cloth ‘ (In million metres)

Year Powerloom Mill Handloom Total
Sector Sector Sector

1981-82 4547 3808 2626 10981
41%) (35%) (24%) (100)

1982-83 4694 3132 2788 10614
(44%) (30%) (26%) (100)

1983-84 5315 3487 2956 11758
45%) (30%) (25%) -(100)

1984-85 5445 3432 3137 12014
(45%) (29%) 26%) (100)

1985-86 5886 3376 3236 12498
47%) (27%) (26%) (100)

1986-87 6222 3317 3449 12988
(48%) (26%) (26%) (100)

Note : Figures in brackets are the percentage share of each sector in total cloth production.
1t is evident that the share of powerloom cloth in total textile output is increasing over time.

9.2 The number of powerlooms working in the decentralised sector has grown
rapidly during the last three decades. The number of powerlooms has risen from
45,000 in 1959 to 8,74,199 in 1987 (Annex. 11.2).
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NUMBER OF POWERLOOMS IN DIFFERENT YEARS

Years No. of Powerlooms
1942 15,000
1956 27,000
1959 45,000
1964 1,45,843
1977 3,47,000
1981 6,38,000
1987 8,74,199

9.3

9.4

Most of the looms were set up unauthorisedly and were being regularised by the
Government from time to time. Although the industry has grown up in the
vicinity of important centres of the textile industry like Bombay, Surat and
Coimbatore to get advantage of availability of infrastructural and raw material
facilities, it has maintained its decentralised character. The powerlooms have
mostly concentrated,in the areas like Bhiwandi, Ichalkaranji, Malegaon and
Sholapur in Maharashtra, Surat in Gujarat and Salem in Tamil Nadu.

The powerloom sector enjoys certain advantages vis-a-vis the composite mill,
such as (i) low wages (ii) low fiscal levies on yarn, (iii) absence of levy on grey
fabrics, (iv) low over heads (v) low requirement of working capital and (vi)
flexibility in changing the product - mix to suit market demand, etc. The
composite mills have the ad vantage of higher technologies capabilities, market-
ing strength and better quality control. But on balance, the advantage is
distinctly with the powerloom sector. Powerlooms not only enjoy the benefits
of low wages, low overheads and flexibility in changing the product-mix at par
with the handlooms but they have the further advantage of working with
power. Thus in the matter of production of simple cloth and grey cloth they are
able to outprice handloom products. Powerlooms have also encroached into the
product lines reserved for the handlooms.

No authentic data on employment on powerlooms in the decentralised sector
is available. However, it is estimated that 1.25 persons per powerloom are en-
gaged in pre-weaving operations and an equal number on weaving operations
upto grey folding stage. Estimated on this basis, operations upto grey-folding
stage employ 21.85 lakh persons. When account is taken of the persons em-
ployed in post-loom operations like processing of cloth, repair of powerlooms,
marketing of cloth, etc. which is part-time, employment in powerlcoms is
assumed to be around 35 lakh persons. This, however, appears to be an over
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9.5

9.6

9.7

9.8

estimate because post-loom services are utilised also by the mill sector and the
handloom sector.

The working pattern in this sector is varied in nature. Statistics show that 75%
of cotton powerlooms and 30% of powerlooms in man made textile sector work
on job basis. Only 2 to 3 percent of the powerlooms come under cooperative fold
and a few powerlooms are managed by family members. About 25% of the
powerlooms are working independently.

The powerloom cloth is processed mostly in the irdependent process houses.
Because very few powerloom units possess own resources to procure yarn,
manufacture their own product and get them processed and market them in
their own trade name, the actual weaver does not get a major share in the profit.
Small powerloom owners are often forced to operate their looms on conversion
charge basis at the mercy of middlemen and financiers.

The Government of India has set up 12 powerloom Service Centres functioning
under control of Textile Commissioner for assisting powerloom weavers in
achieving better method of production, diversification of product and making
production of cloth on powerlooms more remunerative. The map indicating
concentration of powerlooms and locations of powerlooms service centres is at
Annex-9.3 These Centres conduct training programmes, develop new designs,
provide free testing facilities for yarn and fabrics, survey powerloom industry,
assist the industry by giving technical information, diversify powerloom prod-
ucts and co-ordinate with powerloom associations/cooperatives and State
Government in their projects /plan for development of this industry. As a follow
up to the Textile Policy 1985, Government sanctioned four new power-looms
Service Centres to be opened under the control of Textile Research Associations
such as SITRA, NITRA, ATIRA, and BTRA. These Centres are already estab-
lished during 1987-88.

The powerlooms in the decentralised sector require both working capital for
operational requirements and also term loans for modernisation of looms. Pow-
erloom uriits are entitled to avail of financial assistance under Refinancing
Scheme of NABARD and IDBI through Cooperative/Commercial Banks/SFCs.
In view of excess capacity in the weaving sector IDBI has taken a stand of not
financing new powerloom units, while modernisation of existing powerloom
units would be financed. NABARD would be extending block capital for
purchase of powerlooms to the member of primary powerlooms weavers
society. However, the flow of finance in the decentralised powerloom sector has
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not yet been adequately monitored. The amount sanctioned to

under cooperatives for working capital by Central Cooperative Banks is inade-
quate and also the interest rates are very high (13-14%) . Individual entrepre-
neurs of powerloom sector also face the same difficulties when financed by
commercial Banks. Secondly, the Cooperative Societies are burdened with huge
debts dueto default of borrowers in payment of loan and interest. These defaults
at times exceed the paid up capital and as such the socieites are unable to obtain
assistance under NABARD scheme. Further, the powerloom sector does not get
adequate loan for modernisation programme.

9.9 The task Force on Credit Requirements of Powerlooms, constituted by the

Government of India which submitted its report in December,1987- has esti-
mated the requirements of funds for working capital and modernisation to be
Rs. 500 crores and Rs. 200 crores respectively in the first year. As more and more
powerlooms come out of the strong hold of master weavers/merchants/
middlemen, the annual requirements of funds will go up.

9.10 Inview of the importance and present position of powerloom sector, and position

of the weavers in particular, it is necessary that more and more powerlooms are
brought under the cooperative sector so as to establish a structure that would
facilitate-availability of institutional credit and creation of necessary pre-loom
and post-loom facilities. Marketing can also be taken care of by the cooperatives.
Cooperativisatfon is also recommended because it is non-exploitative form of
organisation. it will also facilitate the enforcement of Handloom Act under
which certain product lines are reserved for the handlooms and are being
produced on the powerlooms in the decentralised sector.

9.11 In the face of the demand for indigenous textile products not showing a high

growth rate priority is to be given to modernisation. Hence, it is required to
provide adequate credit to powerloom units not only to fulfill their working
capital needs but also for modernisation.

9.12 The unplanned growth of powerlooms in the unorganised sector which has

already tended to concentrate in few areas, is to be checked.
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" POINTS FOR CONSIDERATION .

What areas of fabrics should the powerlooms produce?
Imprdvement in the working conditions of powerlooms;
Need for modernising powerlooms; and

Need for harmonising the areas of operation of textile mills, power
looms and handlooms.

&
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Chapter-10

HANDICRAFTS

Handicrafts besides representing great cultural heritage of our country,
occupy an important position in the Indian economy especially from the point
of view of employment and exports. The definition of handicrafts varies from
country to country but in India artistic hand-made goods, which have attractive
designs and fine workmanship, are generally referred to as handicrafts. An
illustrative list of handicrafts is given at Annex -10(1). Handcrafts, with their
wide variety form a major labour intensive decentralised industry where the
production is mainly done by hand with the help of small tools and equipments,
mostly in artisan’s own house. This sector provides employment to weaker
sections of the society.

PRODUCTION AND EMPLOYMENT

10.2 The handicrafts industry provides employment to over 3 million craftsmen and
produce goods worth more than Rs. 5000 crores per annum. The growth of pro-

duction and employment in this sector since 1980-81 is given below :

S. No. Year Estimated Estimated
Production Employment
(Rs. crores) (Lac persons)

.3

1. 1980-81 2300 2264

2 1981-82 2800 2390

3. 1982-83 3050 25.04

4 1983-84 3250 26.10

5. 1984-85 3500 27.40

6. 1985-86 3800 28.80

7. 1986-87 4940 32.05

8. 1987-88 5360 33.65

9. 1989-90 5400 35.80

(Target)

Source: Plan documents and Office of DC (Handicrafts).
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10.3. The growth of production and employment during First three years of the
Seventh Plan indicates that the targets fixed for the terminal year of the 7th plan
will be appreciably exceeded.

EXPORTS

10.4. Handicrafts have been making valuable contribution to foreign exchange
earnings for the country. The exports of handicrafts from India from 1980-81
onwards is as under:

S. No. Year Exports of Exports of Total
Gems & Jewellery other handi- Exports
(Rs. crores) crafts (Rs. crores)
(Rs. crores)
1. 1980-81 614.70 351.67 966.37
2. 1981-82 807.11 412.14 1219.25
3. 1982-83 1011.28 381.08 1392.36
4. 1983-84 1291.36 428.12 1719.49
5. 1984-85 123230 536.46 1767.74
6. 1985-86 149831 503.25 2001.56
7. 1986-87 2127.04 415.47 2547.51
8. 1987-88 2367.36 625.00 3262.36
(Provisional)
9. 1988-89 3200.00 720.00 3920.00
(Partial)

Source: Office of DC (Handicrafts) and Gem & Jewellery Export Promotion Council.
Notes: Revised targets for 1989-90 are not available. During the years 1985-86, handicrafts accounted
for 18.19% of the total exports.

10.5 The exports of handicrafts are normally classified into two groups of ‘Gem &
Jewellery’ and ‘other handicrafts’. India has been making substantial progress
in the exports of Gems & Jewellery and is now one of the leading exporters in the
world market. Among various items of gems & jewellery, diamonds occupy a
very prominent position. As is well known the diamonds are by and large
imported by India and re-exported after cutting, finishing and polishing etc. The
value added is between 25% to 35%. The exports of gems & jewellery from India
increased from Rs. 1232.30 crores in 1984-85 (the base year of the Seventh Plan)
to Rs. 2637.36 crores (provisional) in 1987-88 (third year of the Seventh Plan)
showing a step up of about 114%. There is a separate Gem & Jewellery Export
Promotion Council to take care of all aspects of exports.
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10.6 The exports of ‘other handicrafts’ which include traditional items, such as
woollen carpets, art metalware, wood ware, handprinted textilés, ivory prod-
ucts, embroidered goods, declined from Rs. 536.46 crores in 1984-85 to Rs. 503.25
crores in 1985-86 and to Rs. 415.47 crores (provisional) in 1986-87. The export of
traditional handicrafts have declined during the first two years of the 7th Plan
but these are expected to pick up during the third year, 1987-88 of the Seventh
Plan. The export of ‘other handicrafts’ for April-December, 1987 was about Rs.
430.0 crores but during the year 1987-88 these are expected to reach the target of
Rs. 625.00 crores. While the exports of gems & jewellery have been doing very
well, the exports of traditional handicrafts have been rather stagnant and even
declining. Some of the factors that have been hampering the growth of exports
of traditional handicrafts are like non-availability of raw materials, such as
woollen yarn, ivory etc. lack of marketing intelligence in terms of consumer
acceptance needs and blending of art with functional requirements, lack of
quality products, non-compliance of delivery schedules, CUMBERSOME pro-
cedure for exports and lack of appropriate efforts in promoting exports. The
import of raw materials required for production of handicrafts especially wool
and ivory and import of tools and equipment have been liberalised and import
duty substantially reduced. There is a great need for modernisation of produc-
tion, design, tools, upgradation of artisans skills, and simplification of export
procedures. Concerted efforts are required to be made to enhance exports of tra-
ditional handicrafts by removing all the bottlenecks and taking positive meas-
ures for their growth. Separate export promotion councils have been set up for
carpets, handicrafts and they should take dynamic and vigorous measures to
ensure reasonable growth in exports of traditional handicrafts.

TRAINING
10.7 Total numbers of training 652 (over 500 are for

centres carpet weaving)

Artisan trained annually Over 16,000

Trades Carpet wearing, metalware,
handprinted textiles,
cane & bamboo etc.

Other types of Training Attached to recognised

master craftsmen
approximately 126.
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To increase the absorption of trainees, there is a need to reorient the training
programme. Many lower knottage carpet centres need to be closed. Newer
concept of training making use of computer assisted designing need to be
evolved. Post carpet weaving centres in terms of washing, clipping, embosssing.
finishing, etc. are needed.

RESEARCH, DESIGN AND TECHNICAL DEVELOPMENT

10.8 1) Composite design & Technical Delhi, Bombay,
development centres Calcutta & Bangalore
2) National Training & Development
Institutes.
i) Hand Printed textiles -Jaipur
ii) Art Metalware -Moradabad.
iii) Carpet -Badhohi. (Yet to be established
though itis a Vith
iv) Cane & Bamboo -Agarthala. plan scheme.)

These centres are engaged in development of new designs, documentations,
design of improved tools implements, upgradation of technology and training
of personnel. There is a wide gap between development of designs it’s disemi-
nation and commercial utilisation. Arts and crafts require a free atmosphere for
their expression and' with this end in view an independent society ‘Rangtantra’
was formed to take over the work of these centres but for various reasons it has
not become operational. There is no regular monitoring and evaluation mecha-
nism to improve the performance of these centres. The location of R&D centres
are given in the map at Annex 10(2) We must try to promote computer assisted
designs in selected numbers of a amenable handicrafts.

MARKETING (INTERNAL)

10.9 The estimated production and sales of handicrafts through public sector
emporia from 1980-81 to 1986-87 is given below :

126



Year Estimated Production Sales

(Excl. Gems & Jewellery) Public sector
for domestic market (Rs. Crores) emporia (Rs, Crores)
1980-81 534.00 19.08
@57
1981-82 632.00 250
(3.56)
1982-83 663.00 2584
(3.90)
1983-84 617.00 .13
472
1984-85 732.00 3297
4.50)
1985-86 774.00 41.86
' (541
1986-87 825.00 47.81
(5.80)

Source : Bose-Mullik Committee Report & Office-of DC (Handicrafts).
Notes : Figure within brackets are percentage of total.

During the course of last 2 decades about 30 Central/Stat¢ Handicrafts/
Handlooms Corporation and Handicrafts Apex Cooperative Societies have
been set up with about 350 public sector emporia/sales outlets. Most of the
states have their own handicrafts/handloom corporation and the emporia. The
sale of handicrafts through public sector emporia increased from Rs. 19.08
crores (3.57%) in 19780-81 to Rs. 47.81 crores (5.80% in 1986-87. A recent study
revealed that the total borrowings (5.5% to 17.5% of equity) worked out toa mere
Rs. 7.80 crores against the paid up capital of Rs. 37.31 in 1985-86. The following
table gives the paid up capital, borrowing, equity, debt and equity sales ratios
over the recent 6 years period.
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PAID-UP CAPITAL BORROWINGS AND EQUITY-DEBT AND

EQUITY SALES RATIOS
Year Paid up Borrowings Equity Equity
Capital from Debt Sales
{(Rs. crores) Financial Ratio Ratlo
Institutions
(Rae. in crores)
1980-81 2527 6.00 1024 1:0.76
1981-82 28.87 6.35 1022 10.78
1982-83 31.61 57 1018 1081
1983-84 3393 792 1023 1085
1984-85 37.31 9.10 10.24 10.87
1985-86 7 7.80 1:0.21 1:1.12

Source : Bose Mullik Committee Report.

The craftsmen continue to suffer from the operations of middlemen/financiers.
If the corporations have to make an impact, their total turn over must increase
considerably. They should also become commercially viable. However, most of
the corporations borrow very little from financial institutions and their turn
over is poor. Marketing service extension centres (46) (the locations are indi-
cated in Annex 10(3)), product promotion programmes, marketing meets,
exhibitions, fairs and festivals through which we try to promote spot sales and
also bring craftsmen directly in contact with buying agencies and dealers for
future requirements, would need to pay greater attention for promotion of new
designs, test marketing and market intelligence. An appropriate strategy for
promotion of marketing of handicrafts within the country, especially through
private channels which accounts for about 94% of market’ share, needs to be
evolved. The public sector corporation have not been able to make any signifi-
cantdent in the sale of handicrafts in the country nor they have been able to run
their commercial activities/emporia in an economically viable manner. Almost
all the handicrafts corporations are incurring losses in their commercial activi-
ties/emporia. In order to increase the role and effectiveness of the corporations
in marketing handicrafts, a time has.come to professionalise the corporations.
Suitable personnel/managers have to be systematically trained in marketing of
handicrafts and posted to these corporations. The DC (Handicrafts) with the
help of Institute of Rural Management or similar rural institutes should chalk
out a suitable programme for this.
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PLAN OUTLAYS

10.10 The public sector outlays for handicrafts sector alongwith total plan outlay and
the plan outlay for VSI sector are given below:

PUBLIC SECTOR OUTLAYS-TOTAL, VSI SECTOR AND HANDI-CRAFTS DURING
SIXTH AND SEVENTH FIVE YEAR PLANS.

(Rs. crores)
Sixth Plan Seventh Plan
(1980-85) (1985-90)
A.Centre
1. Total Plan outlay 47,250.00 95,534.00
2. Outlay on VSl sector 923.40 1,284.84
3. Outlay on Handicrafts 56.40 66.00
4. Outlay on Handicrafts as per on 0.07
centage of total outlay
5. Outlay on handicrafts as 6.11 5.14
percentage of outlay on
VSI sector
B. States/U.Ts.
1. Total Plan outlay 50,250.00 84.,466.00
2. Outlay on VSI sector 857.05 1,467.90
3. Outlay on handicrafts 54.50 62.86
4. Outlay on handicrafts as per- 0.11 0.07
centage of total outlay
5. Outlay on handicrafts as
percentage of outlay on 6.36 4.28
VSl sector
C. Total Centre & States/UTs
1. Total Plan outlay 97,500.00 1,80.000.00
.2.  Outlay on VSI sector 1,780.45 2,752.74
3. Outlay on handicrafts 11090 128.86
4. Outlay on handicrafts as
percentage of total outlay 0.11 0.07
5. Outlay on handicrafts as
percentage of outlay on
VSI sector 6.23 4.68

-

Source : Vith & Vlith Plan documents.
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10.11 It will be seen from the above that plan outlay on handicrafts in centre and
States/UTs, as percentage of total plan outlay, was reduced from 0.11 to 0.07
in Seventh Plan. The plan outlay on handicrafts in Centre and States/U.Ts. as
percentage of plan outlay for VSI sector, was 6.23 in Sixth Five Year Plan which
was reduced ta 4.46% in Seventh Plan. The play outlay on handicrafts as
percentage of both total plan outlay and plan outlay on VSI sector, was reduced
in Seventh Plan, even though in absolute terms the figures had gone up.

10.12 The expenditure/outlay on handicrafts at the centre and in State during the
base year of Seventh Plan (1984-85), the Seventh Plan (1985-90) and the first
three years of 7th Plan i.e. 1985-86, 1986.87 1987-88 is as under :

(Rs crores)
Centre State/U.T. Total
1. 1984-85 (Actual Exp.) 10.16 9.2 19.37
2. 1985-86(7th Plan Outlay) 66.00 62.86 122.86
3. 1985-86 (Actual Exp.) 10.39 10.76 21.15
4. 1986-87 (Ant. Exp.) 10.70 997 2067
5. 1987-88 (Approved 10.60 12.66 2.2

outlay)

10.13. The trend of expenditure/outlay so far in the 7th Plan indicates that both at the
centre and in states the total plan expenditure during Seventh Plan may fall
short of the outlay approved. Taking into consideration their contribution to
export efforts and employment potential the allocation of funds for handicrafts
both at the centre and in the states needs to be stepped up besides reorienting
various schemes for development of handicrafts so as to make optimum utili-
sation of the available plan funds.

CREDIT

10.14 The craftsmen require credit for fixed capital (tools,. implements, etc.) and
working capital (raw materials, stocking of finished goods, etc.) Added to this
is also the credit requirement of corporations, organisations, cooperatives, etc.
for promotional support and infrastructural development. The credit require-
ments for fixed capital are generally of a low order but for working capital the
requirement is comparatively of over-whelming dimensions. Taking this into
account, credit is being made available under Differential Interest Rates (DIR)
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and composite loans which includes the element of working capital without
any Collateral Security Credit alone is not sufficient for the success of the
enterprise without proper linkage with marketing of goods produced. The
question of laying down sub targets for lending to this sector should be
considered.

. POINTS FOR CONSIDERATION |

®  Need for greater thrust to marketing of handicrafts;

® Setting up a dedicated low cost computer integrated design and
sample making system;

¢ Greater push to R&D efforts; and

® Increasing plan outlays for the handicrafts sector.
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ILLUSTRATIVE LIST QF MANDICRAFTR

Carpete

Nand printing
Artistic textiles
Embroideged end
Zari Work

Wetelware

Jewellery

Banglss

Conch Shall
Wood work
Ceramice

Stone work

Cene,
etraw,

bamboo
ete.

Plax and Fidre

Toys and Dolle

Papiar machine
Ivory, horn and
bone
Leather
Musicel
inetruments

Incensa and
perfumery

Miscallansous

end beeds

Wollen oarpets, rugs
including namdahs,

anag druggete
gabdbas and durries

Nand printing and traditionsl dveing of
textiles inciuding Xalamkarl.

Broacades, Himroos amd shawls.
Embroidery (cotton, silk., wool). lacse
work inciuding nakki and gotte, sari

and geardost.

8ilverwares, bidrl, fllt‘r..l. brasswere
and copperware, bronse cestings
Preicious, senmi-precicue amd synthetic
stones, Jewellery of preciocus matels
(bletinum etec.), gola Jewallery and
imitstion jawellery. conch shell
Jewallery.

Othar than glees deeds transfereed to
BS1

Articles of conch shell.

wWood carving end inlay. wood turning end

escguewaress including normal work,
decorative furniture.

Pottery and eerthenweres.

Stone cerving end 1inlay including
marbie work end elebdbester.

Articles made of cane., bamboo, willow,

strew and including mets end pltherefts.

Handicrafts erticles made of flex and
fibre.

In various materials.
Papier Machie articles of «different
types.

Artietic articles made of ivory,
and bone.
Leathar goods (artiestic work)

hoen

Traditional onss
types.

including improved

Randmade and typically Indian.

Miscellianeous traditional art ebjects
such as Orisses, Nysors, Tanjore
paintings end handicrafts products
specielly aade for ceremonies, article

ef worship amd the articiel requisition
such as sostumes, masks, puppets, ete.
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Chapter 11

SERICULTURE

India ranks second next to the People’s Republic of China in the production
of silk in the world. China has about 4 lakh hectares of land under mulberry and
produced 35, 000 MTs of raw silk against a production of 8785 MTs of raw silk
(both mulberry and non-mulberry varieties) in India in 1986-87. The land
under mulberry was 2.296 lakh hectares. India produces all the four varieties
of silk, namely mulberry, tasar, eri and muga. Sericulture map of the country
may be seen at' Annex 11.1. The worm producing mulberry silk feeds on
mulberry leaves. Tasar silk has two yarieties, that is tropical tasar and temper-
ate tasar; the host plant for the former is ‘arjun’ and ‘Asan’ trees and that for the
latter is oak tree. Eri worm mainly feeds on castor leaves and the muga worm
on the leaves of ‘som’ or ‘sualu’ trees. The rearing of worms producing non-
mulberry silk is generally carried on by the tribals. Sericulture is an agro-
industry. Activities from raising of plant to harvesting of cocoons are agricui-
tural in nature and the next stage of reeling is an industrial activity. The profile

of the industry is given below:
SERICULTUREIN INDIA
Silks produced : Mulberry, Tasar,
Eri and Muga.

Production in 1986-87 : 8785 MTs
Area under mulberry plants
in 1986-87 H 2. 296 lakh hectares
Exports in 1986-87 : Rs. 201.49 crores.
Reeling;:

Charkhas : 21927

Cottage basins : 6529

Filature basins : 7186

Silk Handlooms : 1, 82, 500

Silk powerlooms : 31,050
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Employment coverage : 55 lakh persons

Sericultural Villages : 45462
Quality of Raw Silk

Produced : Grade ‘H’
Quality of Raw Silk

imported : Grade 2A’

11.2 Sericulture is a land and water based industry. Countries like Japan and South

11.3.
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Korea where either arable land is scarce or labour is costly are slowly moving
out of this industry. Ecologically and in terms of socio-economic considera-
tions sericulture suits us well. For the tribals, it not only provides a source of
living butalso food. It is a way of life. Further, mulberry is not a water-intensive
plant and also drought resistant. Silkworm rearing does not involve much
investment and can be carried on by small and marginal farmers. A farmer can
either raise plants in his farm, backyard or can purchase leaves. In the north-
eastern region, silkworm rearers not only raise cocoons but the same family
reels and weaves cloth out of it. In the Southern States where mainly mulberry
silk is produced and the industry is better organised, a silkworm rearer
generally purchases silkworm eggs (disease free laying-DFLs) from some
Government agency, rears worms and sells cocoons in some regulated cocoon
market. These cocoons are purchased by priyate reelers or Government
filatures which reel silk known as raw silk. Raw silk is sold in ‘Silk Exchanges’
and in turn purchased by weavers who produce silk goods.

The industry has made good progress over plan periods. The production of
rawsilk was 1512 MTs in 1960-61; it has risen to 8785 MTs in 1986-87 . State-wise
production is given in Annex 11.2. Andhra Pradesh and Tamil Nadu have
made remarkable progress in sericulture. Further with the improvement of
technology, sericulture has spread to many States. The Plan outlay for sericul-
ture has gone up from Rs.5.00 crores in the Second Five Year Plan (1956-61) to
Rs.309.96 crores in the Seventh Five Year Plan (1985-90).

The development of sericulture is prirmarily the responsibility of State Govern-
ments. However, the Central organisations have a vital role in the sphere of
production of basic seed, maintaining of germ plasm of plants and silkworms,
undertaking of basic research and matters relating to import and export of silk.
Recognising this need, Central Silk Board, a statutory body was constituted in
April, 1949. It has headquarters at Bangalore. Its members include MPs,
Central and State Government officers and the representatives of silk worm

136



11.5

rearers and the industry. The above Board is functioning under the adminis-
trative control of the Ministry of Textiles. It has been entrusted with the
responsibility of planning for systematic development of sericulture in the
country and also to perform the above functions. In addition to the above
functions, it also produces and distributes silkworm seed, undertakes some
marketing and price stabilisation measures in respect of cocoons and raw silk
and initiates measures of standardisation and quality control of silk and silk
fabrics. In the States, the programmes are implemented by Directorate of
Sericulture/Directorate of Industry. A voluntary organisation known as ‘The
Asian Institute for Rural Development’ is active in the field of providing
layings, materials and instructions for rearing and training courses.

The Central Silk Board has set up a vast infrastructure for developing this
industry and extending assistance to State Governments and sericulturists.
The present infrastructure is shown in the table below:

Type of Infrastructure Number

Total Personncel 3898
-Of this, Rescarch 9 Technical 3200

Regional Offices 75

Regional Development Offices 7

Central Rescarch Institutes for

Mulberry Sericulture 2

Central Rescarch Institute for

Tasar Culture 1

Central Rescarch Station

for Eri Culture 1

Regional Rescarch Station

for Muga Culturc 1

Gentral Technological Rescarch

Institute (Post-cocoon Technology) 1
Silk Conditioning & Testing House 1
Certification Centres 8
Regional Rescarch Stations 22
Research Extention Centres 63
Basic Sced Multiplication

& Training Centres 19
Raw Matcrial Banks- 2
Oak Tasar Grainages 7
Under National Silkworm Sced Project

Silkworm Seed Production Centres 22
Basic Farms 19
Cold Storages 7
Chawkic Rearing Centres 49
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11.6.

The Research Institutes run Post Graduate Diploma Courses in Sericulture,
Short Term and Refresher Courses and Farmers’ Training Courses. The Central
Silk Board also set up an International Centre for Training and Research in
Tropical Sericulture at Mysore in 1980 which conducts two training courses,
viz. Diploma in Tropical Sericulture and Specialisation in Tropical Sericulture
for training of candidates from developing countries as well as from Indian
States. The State Governemnts, particularly of Karnataka, Tamil Nadu,
Andhra Pradesh, West Bengal and Assam have created adequate infrastruc-
ture in their respective areas. The State Governments have organised farms,
seed areas, production of industrial seed, cold storages, training, extension
services, cocoon markets, reeling and silk exchanges.

Inadditionto the work being done in the Research Institutes and other agencies
of the Central Silk Board, some important projects have been undertaken/are
under implementation by the Board or with its support. One of the earliest
programmes started in the mid-1970s related to introduction of bivoltiné silk-
an improved variety of mulberry silk of international quality. An Inter State
Tasar Project for the tribal rearers was undertaken in 1980 in the States of Bihar,
Orissa, Madhya Pradesh, Andhra Pradesh, West Bengal, Uttar Pradesh,
Maharashtra and Rajasthan. The Central silk Board also provided ‘R&D’
support in the implementation of Karnataka State Government'’s Sericulture
Development Project (1980-85) undertaken with World Bank assistance. Muga
Seed Development Project was taken up in the north -eastern region in 1983-
84. At present, the Central Silk Board is providing support for one Intensive
Sericulture Development project each in West Bengal (started in 1985-86) and
Orissa (started in 1987-88) being implemented by the respective State govern-
ments. Financial support is also being provided to the State Governments of
Orissa and Maharashtra for implementing the follow-up phase of Inter State
Tasar Project there. For this, assistance is also coming from Swiss Development
Cooperation. Similar assistance is also being availed of in respect of Mulberry
Sericulture Development Projects in Andhra Pradesh and Tamil Nadu. The
Central Silk Board has established about 250 Chawkie Rearing Centres where
rearing upto one/two instars is done and farmers are given worms. Supply of
two in-star worms reduces mortality to some extent. The Board also supplies
mulberry cuttings from traditional areas to the State Governments for raising
mulberry plantation and develop sericulture industry in new areas. The Board
bears 50% cost of cuttings and its transportation charges and the remaining
50% is borne by the State Governments concerned.
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11.7. The sericulture industry has made good strides in the last two decades. The

11.8.

production of raw silk has tripled from 2914 MTs in 1970-71 to 8785 MTs in
1986-87. The hybrid race evolved by crossing multivoltine female moth with
bivoltine male moth has paid dividends. Productivity per hectare has gone up.
The performance of this hybrid when measured in terms of the parameters of
cocoon yield, shell ratio, filament length, denier etc. is superior to multivoltine
mulberry silkworm races reared earlier in the country. Renditta (silk content)
has improved. Farmers are now planting improved mulberry like Kanva-2.
The farmers have benefitted substantially from the research work done by the
Institutes and the building up of infrastructure. In the southern States, mul-
berry silkworm rearing provides farmers with steady income. A farmer takes
5-6 crops of cocoons. However, silkworm rearing is quite labour-intensive. But
the work is remunerative. Further, over the years the production of silk and
renditta have improved; the former from about 20 kgs. to 30-35 kgs. per hectare
and the latter from 16-18 to 11. As already pointed out above, sericulture
industry in India has comparative advantages. It is ecologically sustainable,
economically viable and can generate jobs in rural areas; 8 persons/hectare in
rainfed areas and 13 in irrigated areas which is higher than any other agricul-
tural operation.

In the case of mulberry sericulture, the problem that has proved difficult so far
is the production of good bivoltine reeling cocoons. The bivoltine sericulture
was introduced in the country in mid-1970s. The significant success achieved
50 far is that the farmers rear bivoltine silkworms for the purpose of seed. The
bivoltine male parent is better and is used in the preparation of multi x bivoltine
seed. The hybrid layings so obtained have better productivity and renditta.
However, the efforts to produce bivoltine cocoons for reeling purposes have
not met with success. Reasons for this are many. Bivoltine rearing requires
proper temperature, humidity, hygienic conditions and preferably a'separate
rearing house. The worm consumes more leaf and the overall yield of cocoons
from bivoltine seed per unit area of mulberry plantation will not be signifi-
cantly higher than multi x bivoltine hybrid seed. These silkworms require
better quality and more nutritive leaf. Their rearing requires greater care.

Harvests are not stable. Bivoltine silkworms cannot be reared throughout the
year; higher altitude and cooler climate is necessary for their rearing. The
traditional reeling devices used in the country not being suitable for bivoltine
reeling lead to more wastage affecting the overall profitability. The reeler does
not offer better price for bivoltine reeling cocoons. Thus, it has not proved
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(a)

2)

3)

“)

11.10

11.11

profitable for the farmer to go in for production of bivoltine reeling cocrons. If
we are to achieve better results we have to approach selected farmers in cooler
climate. Since bivoltine silk is superior, has an international demand and our
powerlooms working on silk need it for warp, it is imperative that research
efforts are directed towards evolving a bivoltine race suitable for our agio-
climatic conditions. Simultaneously, reeling technology has to be upgraded.

Even though research in mulberry sericulture in India has been commendable
yet this industry continues to be characterised by low productivity and poo-

quality of silk. The quality and productivity levelsin India, Japan ard China ate
given below:

India Japan/China
Leaf Production (1) Rainfed
per hectare 34 MTs
(ii) lrrigated 30-40 MTs

10-15 MTs. (China)
Raw Silk 30-35 120
production (Japan)
per hectare (Kgs)
Renditta 1 56

(Japan)

Quality of Raw Crade H Crade 2A
silk produced (China)

Notwithstanding the good work done by the research institutes and extension
staff, the farmers practising non-mulberry sericulture have not benefitted
much. So far, emphasis of research activities has been on mulberry sericulture.
Non-mulberry sericulture mainly practised by the tribals still abounds in
technical and technological problems. Muga race is wild. There are no identi-
fied races or germ plasm of proven merit. While food plants exist, sufficient
disease free layings are not available to exploit them. In the case of eri which
isasturdy crop, its economics seems to depend on the supply of zero cost castor
leaves. Oak tasar is wild and the generation of adequate seed itself is a basic
problem apart from its preservation and a very poor second crop. The non-
mulberry sericulture sector is more or less stagnant and in a state of low level
equilibrium of production and sale.

Seed is the sheet anchor of sericulture industry. Productivity depends on the
quality of seed. It should also be free from disease. Seed is being prepared by
government agencies and private seed preparers. In the case of mulberry seed,
their contribution is almost equal. Production of mulberry silkworm seed for
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the last three years can be seen in Annex. 11.3 The seed prepared by the Asian
Institute for Rural Development - a voluntary agency - is considered to be one
of the best. It is not possible for the Government séctor to produce the entire
quantity of seed that is required. Considerable improvement is needed in DFLs
production both by the private and government sectors.

11.12 Aninstitute for post-cocoon technology was set up in 1983 only. A number of
reeling devices are used, the widely prevalent being the charkha. The quality
of cocoons produced now is also different from what it used to be some years
back. Work has, therefore, to be done on developing efficient reeling devices/
modifying existing devices for the four varieties of silk produced in the

country.

11.13 The Central Silk board is engaged in basic research, maintenance of basic seed,
production of industrial seed and providing extension services. State Govern-
ment have also built up infrastructure to produce seed and provision of
extension services. In the early years, the Board had to take initiative in
promoting the industry in traditional and new areas. Now that the agencies of
State Governments have attained enough experience and maturity, it is neces-
sary that the role of central organisations, State agencies and the private sector
is well defined and their activities coordinated with a view to systematically
develop the industry.

11.14 Apart from the problems relating to productivity and quality of raw silk,
realisation of value from products made of silk will depend on the processing
and finishing of silk products. This has relevance both for silk products used
domestically and marketed abroad. However, this is an area where it is
doubtful if we have some comparable technology. Though there are several
research institutes for textiles yet no project relating to processing and finish-
ing of natural silk fabrics has been taken up by anyone. Endeavour would be
necessary either to get such technology from abroad or to develop indi-
genously.

11.15 Silkworm rearing is mainly carried on in rural areas. Rearing of non-mulberry
silkworms is generally practised by the tribals. In the rearing of mulberry
silkworms weaker sections of the society are also engaged. Small and marginal
farmers also undertake silkworm rearing. Inadequacy of resources has been
experienced. This has been remedied to quite an extent by supplementing
funds available for the development of this sector with finance and facilities
available for programmes like OPAP and IRDP in the States of Karnataka,
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Andhra Pradesh and Tamil Nadu. Such coordination of progranumes needs to
be replicated in other sericultural States.

Need for assessing supply of quality seed;
Greater stress on production of bivoltine silk;
Quicker build up of silk production in the country;

Need for improvement in mulberry leaf production and adequate
linkages with afforestation, IRDP, RLEGP, NREP and tribal welfare
programmes; and

® Need for improvement in the post cocoon technology like reeling
and processing.

S N
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AHNEX 111

INDIA

SERICULTURAL MAP OF INDIA

Central Silk Board Offices And
Institutions.
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