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CHAPTER I

INTRODUCTION

1.1. Development Policies of Small Scale Industries

Efforts to promote small scale industries have a relatively long history. ln

Latin America well-organised programmes existed as early as mid fifties. At that time,

technical assistance was still rare, but financial programmes had already been created in

Mexico, Venezuela and Argentina. These initiatives were followed by Brazil, Chile and

Colombia which launched their own programmes in the sixties (United Nations, 1969) 1.

In Africa programmes oriented towards supporting small scale industries

appeared soon after independence in the mid sixties; Tanzania and Kenya being the

earliest to adopt these policies. African programmes have emphasized provisions of

industrial estates and training of entrepreneurs. Kenya, Ghana and Botswana are

examples of countries which organised programmes of both industrial estates and

training of entrepreneurs. These programmes were often linked to Africanisation

policies in which assistance was aimed primarily at transferring business to indigenous

nationals (Livingston, l982) 2.

In Asia, also in the fifties, the Indian government created a very elaborate

promotional scheme based on a different rationale and oriented towards slightly

different goals (Suri, l988)3 under the influence of Gandhian thinking and belief in the

capital-saving characteristic of small scale production units. India instituted a

programme addressed to village and cottage industries, to be extended later to the

modem small scale industry sector. In contrast to Latin American approach, the lndian

govemment set out to protect labour intensive technologies and khadi and cottage and

village industries through a complex system of incentives, subsidies and market

reservation regulations intended to stimulate demand.

A remarkable consensus about objectives and instruments was evident in

these early initiatives. They were oriented towards the fomiation of a layer of modem

small scale manufacturing fimis, facilitating the transition from household or handicraft

enterprises. Employment creation was an important objective, but efficiency criteria



were upheld vigorously. Established to counter the negative discriminations inflicted

upon small scale industries by import substitution strategies, the programmes were

carried out by either state or parastatal agencies.

1.1.1. Underlying Rationale: Three alternative Approaches

The above-mentioned expectations about the potential of small scale

production have been generated by three different rationales. The first emerged from

the realisation of the limits of ‘modernisation’ in achieving social development as well

as economic growth. The second set, reminiscent of Schumpeter’s ideas, stems from the

revived appreciation of management skills and entrepreneurship in development

processes. The third focuses on new flexible production systems were brought about by

recent technological innovation as a means to revitalise stagnant industrialisation

processes.

1.1.11. Unemployment, Poverty and Limits of modernisation policy

The post war period saw high and accelerating rates of economic growth and

industrialisation in most developing countries. Between 1950 and 1975, the annual per

capita income in the developing world had grown at an average of 3.1 per cent (Hughes

1978) 4. Characterized by massive investment in large scale and capital intensive sectors.

this growth, however, had not solved the problems of unemployment and poverty. By the

mid-seventies around 700 million people (more than a third of the population of

developing countries) continued to live in extreme poverty (World Bank, 1978) 5 .

Most of the benefits had accrued to those with access to jobs in modern

industries, while a sizable proportion of the population continued to depend on low

productivity activities for their survival or remained unemployed for extendedperiods.

Thus the expected ‘trickle down’ effect had not occurred with the speed and intensity

predicted in the theories. Moreover, by the mid seventies, it was evident that the

dynamic period of employment creation in the manufacturing sector would be

exhausted or severely reduced to much lower levels than anticipated (Hughes l978)6.

These criticisms prompted new development strategies. The new

approaches sought to combine economic growth with social equity, to associate

2



development with improvement at the bottom of the social scale through employmentcreation. 
The emergence of eloquent advocates of the _advantages of ‘smallness’ best

exemplified by Schumacher provided considerable support to the new policy proposals

(Schumacher 1973) 7. Thus low-cost, appropriate or intermediate technology using

inputs and factors of production in proportions close to the overall endowment of these

factors in the economy became an important component of most new strategies. In such

an economy, assuming products consumed by the poor to be labour intensive (ILO.

1970) 8 and produced by small scale production, a much greater role would be played by

small fanners and small scale urban producers.

By the end of the seventies it was widely believed that strategies of this kind

would create more total employment since: (1) direct employment for a given level of

capital investment would be necessarily higher than in more capital intensive

industrialization, and (2) indirect service job creation would be basically unaffected by

the scale or composition of the manufacturing sector (World Bank 1978) 9.

The deepening of the economic crisis in the early eighties revived the

interest in the small scale sector. Under recessive conditions, the support for small scale

and ‘infomial’ activities became part and parcel of policies to sustain the survival

strategies of the poor and to reduce the capital costs of employment generation. This

focus on ‘livelihood strategies’ has relegated growth considerations and economic

efficiency criteria to a secondary position.

1.1.12. The role of entrepreneurship in development

The second rationale for the development of small scale enterprise is based

on Schumpeterian thinking. He emphasized the fundamental role of entrepreneurship

and management skill in economic development. But both these resources are scarce in

developing countries. This highlights the potential role of small scale sector. Firstly,

small scale sector is the training ground and seed bed for the medium and large-scale

sector, and secondly, it is an efficient user of existing indigenous entrepreneurial and

management skills, which would otherwise, remain unutilised (Page, 1979) '0'

3



In advanced countries, the resurgence of Schumpeterian approach provided

a new impulse to new types of small scale industry support programmes. There is also

an expression of the political imperative for governments to retain the support of the

unemployed, the self-employed and micro and small scale entrepreneurs. especially

through employment generation. Thus a return to Schumpeterian interpretation of

development, where entrepreneurs play a central role (and where the state and

bureaucracies must only ensure) would be socially unacceptable, politically unstable

and economically inefficient without a strong small scale sector. Moreover, this period

of significant technical change, acknowledges the innovative and initiative attitude and

ability of small scale sector (Rothwell and Zedgveld 1982) H.

In the early 80s. it was already noticeable, that attempts had been made to

transfer this paradigm, (i.e. small scale sector plays a central role) to less developed

countries and identified small scale sector as a key component of development policies.

The unleashing of this potential was expected to introduce flexibility into less

developed economies and create new perspectives on economic development (Uribe

Echevarria 1989)”.

1.1.13. Flexible Production and Industrialisation

The third rationale sustaining the importance of small scale production

derives from the advantages of flexibility in productive organisation. Flexible

specialisation is a new system of production organisation and work rescheduling based

on multi-capability of productive inputs, multi-tasking and multi-skilling of workers,

shorter production runs, small batch production, frequent changes in product pattern and

vertical decentralisation of firms (Sukumaran.M.K. 1995) '3 .

Information technology, new management strategies and the increasing

importance of product differentiation have triggered a vast restructuring of production

in advanced economies. Until the seventies, western economies were characterised by a

nucleus of massive production industries, such as cars and transport equipment, durable

household consumer goods, capital equipment etc (Uribe-Echevarria 1989) '4. The new

gpudifions have given rise to more flexible forms of industrial organisation
the case for small scale enterprises.
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Flexible production ./A specialization implies production of non-standardised

goods whose demand is subject to fluctuations, and small fimis have a capacity to meet

these fluctuations in demand by depending less on price and more on the quality of the

product. This ability derives from possessing shorter production runs, which can cop up

with short-term demand argued that volatile and uncertain market conditions limit the

fimi size.

There is considerable disagreement about the extent to which small scale

fiITl‘1S are capable of fulfilling the above-mentioned expectations in developing

countries. Many authors argue that such expectations are created by theoretical

expectations or by the phenomena observed in developed countries (Thomas, 1987) '5.

As a result a number of questions have emerged like (1) Are small scale producers

efficient users of resources‘? (2) Are claims about the employment generation

performance of SSI realistic? (3) Do small scale firms in developed countries have a

real potential for entrepreneurship and industrial development? (4) Are small scale

industries a key to the satisfaction of basic needs and equitable growth? and (5) ls

flexible production feasible in less developed countries‘?

1.1.131. Are small scale producer’s efficient users of resources?

Most studies have come up with mixed results. Some studies have even

shown that there are no significant differences in capital labour and/or capital output

ratios. For e.g. in Africa, the most important traditional SS1 (employing fewer than

thirty workers) uses more capital per a unit of product than medium and large industries.

It is suggested that the use of separate and inefficient technologies and high levels of

technical inefficiency are the reasons for this.

Ln Latin America, the results obtained by Meller suggest that, in the case of

efficiency of SS1, there is considerable variation by size within industries. A World

Bank study of Columbia found that SSls are efficient even though their performance

was not always and not necessarily superior to larger ones (Cortes 1987) 1°.

Similarly, a study of small shoe producers in Columbia did not provide

support for the argument that small scale enterprises are inherently_more efficient.
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Among the most efficient category of finns, from a total factor productivity point of

view, finns of various sizes include.

While testing the efficiency claims about modern SS1 in India, Dhar and

Lydall points out that those units employing fewer than fifty workers and using modern

machinery utilise more capital per unit of output than do larger factories. In addition,

Little provided evidence showing that the most efficient performances could be found in

the medium sized rather than smaller scales of production (Dhar and Lydall, 1987) H‘

Other studies also indicate that small scale producers are rather inefficient

users of capital in many branches. And the important reason for this is the regional

variations.(Dennis 1982)“.

In general, the answer to the problem is the small scale producers are

efficient users of resources conclude that the situation differs between sectors, types of

plants and regions. This calls for a sectoral and regional approach to small scale sector

rather than purely a scale approach to policy formulation (Uribe-Echivarria, 1987) 19.

1.1.132. Are claims about the employment generation performance of SS1 realistic?

It is intended that small scale manufacturing generates more employment

opportunities by using less capital. In this connection several authors suggest a

difference between direct employment creation and total employment creation. Latin

American research has often found that the creation of indirect jobs by investment in

small scale sector is_fairly small compared with the impact of investing in the large

scale industry (Sutcliffe, 1971) 1°.

Recent research has also questioned the assumption about the positive

ability of small scale sector to absorb labour. The experience of the recession of the 80s

indicates that this positive ability of SS1 sector has been overrated (Uribe-Echevarria

1989)2l. During periods of falling aggregate demand only household enterprises and

self employed sector absorbed labour. In contrast, employment in the micro enterprise

sector fluctuates together with production. Thus on many occasions SSI exhibits a pro

cyclical behaviour, which goes against absorption of unemployment expected from

them. The utilisation of SSI for anti-cyclical purposes can thus be seriously questioned.
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The employment granted in the small scale sector is in poor quality. The

conditions of work are appalling in many of the small scale industries: long hours of

work in crowded, unhealthy and insecure conditions and a labour force including high

properties of women and children.

1.1.133. Do small scale industries in less developed countries have real potential for

entrepreneurship and industrial development?

In the small scale sector, most finns having fewer than three workers, many

of these small scale activities can be considered ‘residual’ and trapped in the production

of ‘inferior’ goods of low income elasticity, while only a minority produces for highly

profitable, high income or export markets.

Entrepreneurs are poor, have only little education and usually not

constrained by rules and regulations, and some are doing out rightly illegal activities. In

short. there is a large incidence of ‘infonnality’ within the small scale sector and that

limits the transferability of the experience of advanced countries (Thomas, 1987) 22.

Thus Schumpeterian expectation that small scale sector is a seedbed of innovation may

be misplaced.

Again the role of small scale sector in the later industrialisation process is

also questioned. Porter, quoted Farbman and Lessis, found in Africa that few

enterprises grew naturally from micro to small firms to medium size. In Nigeria only

43.7 per cent of small and medium firms grew out of micro fimis, in Rwanda (10.7 per

cent) and Botswana (20.0 per cent). Berry has documented the Columbian case where

the initial small, rural-based industries played very little, if any, role in later

industrialisation (Porter, 1987) 23.

Haan, when discussing the case of India, reveals that the scope of spreading

investment into large units is greatly reduced by the practice of large firms or wealthy

families of investing in small scale sector and modern units in order to evade taxation

and/or labour legislations.

In the small scale sector, there is a large incidence of informality. This

creates scepticism about the reliability of product specifications, delivery schedules,
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weakens the viability of subcontracting strategies and reduces the contribution of the

sector in achieving more flex-ibility in production.

1.1.134. Are small scale industries a key to the satisfaction of basic needs and

equitable growth?

The development strategy of promoting SSI is based on the concept that SS1

helps to satisfy the basic needs of the society. This concept is based on three

assumptions, (1) the products consumed by the poor are more labour intensive (2) SSI

specialise in such products and (3) they use simple techniques.

There is relatively strong, although incomplete evidence, about the greater

labour intensity of basic products consumed by the low-income population. But this

does not necessarily imply that income redistribution has large total employment

impacts. The actual results would depend upon the size of indirect impact, and they

have often found to be relatively small (Cooper, 1980) 24.

The contention that small scale industry specializes in producing goods for

low income groups has also been questioned. Small scale industries are an important

source of goods for the poor, but many of them neither produce for the poor nor are

necessarily labour intensive. As shown in the Indian case, urban SS1 often produce

either inputs for production or products for the wealthy (Uribe-Echevarria) 25. The

growth of the small scale sector, therefore, may not by itself result in greater availability

(or lower price) for the necessities of the poor.

The debate over the income elasticity of demand for the products of SS1 has

never been settled conclusively. Even in the poorer countries such as Bangladesh, the

elasticity for the products of SSI rural manufacturing is relatively low. And it is lower

than those observed for services, housing and transport (King l974) 2°.

1.1.135. Is flexible specialization feasible in less developed countries?

There are successful developments of flexible specialists and of efficient

agglomerations of small scale producers in developed countries, especially in several

regions of Westem Europe. The situation is far less clear in developing countries.
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Similar production networks have emerged in the Asian Newly Industrialising

Countries (NICs), with Taiwan, Hong Kong and Singapore being good examples. Some

advances in the extemalisation of production sub-processes have been documented in

some less developed countries. Yet. the capacity to create and develop small and

medium production networks independent of large-scale nuclei in Less Developed

Countries is still unclear and little is known about the conditions to make them viable

(Uribe-Echivarria, 1987) 2 r S

1.2. Small Scale Industries in India

1.2.1. Policy of Government of India towards Small Scale Industries

The emphasis that the Govt. of India placed on the small scale sector can be

best understood by tracing it back to the country’s freedom struggle and the emphasise

Gandhiji had placed on the revival and revitalisation of the village industries. The

National Plamiing Committee (1945-49) had resolved that cottage and rural industries

should be organised and developed by the state (Zaidi, 1979) 28. Though the

Government had started taking active interest in the development of SS1 units from the

time of Second World War, its importance was not fully recognised till the conference

on Industrial Development held in New Delhi in December 1947. Based on the

recommendations of this conference. the govemment constituted a Cottage industries

Board in 1948. A point to be noted here is that till about the early years of the last

century, no distinction was made between small and large industry or between the rural

(traditional) and modern small scale industries. ln the beginning there were only two

distinctions. Indigenous vs. foreign industries and it so happened that the indigenous

industries were mostly small and use traditional technology. However in the post World

War period, when some large-scale units based on imported technology came to be

established, the large vs. small debate surfaced. Ln fact, the National Planning

Committee (1947) 29 had recommended establishing a mutually beneficial co-operation

between the large and small scale sectors and it further suggested that there should be a

permanent Board of Research to identify the changing economies of large scale and

cottage industries.
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A Cottage Industries Directorate was also formed within the Directorate

under Director General of Industries and Supplies. lt was soon realised that each

category of activity within the rural and small scale sector faced a different set oi

problems and hence required specially designed set of support measures. Hence, it was

necessary to have special Boards for the various categories. As a result. the following

specialised Boards were set up:

l. The All India Handloom Board (I952)

2. The All Kerala Handicraft Board (1952)

3. The Central Silk Board (l949),(recognised in 1952)

4. The All India Khadi and Village Industries Board (19531

5. The Small Scale Industries Board (1954) (for the modern Small Scale Industries

Sector) and

6. The Coir Board (1954).

As the original Cottage Industries Board became redundant, it was abolished

in 1953. The Cottage Industries Directorate was also ceased to function as a separate

unit from January 1953. Soon after India attained independence in August 1947

enunciation of principles for industrial development was made by the govemment in its

Industrial Policy Resolution 1948. It stressed the important role of cottage and small

scale industries particularly for better utilisation of local resources and for the

achievement of local self sufficiency in respect of certain essential consumer goods.

The first five-year plan that followed had laid great emphasis on the village

and SSIs especially for the purpose of increasing rural development. The Plan also

specified the role of the Centre and State Govemments in implementing various

development programmes. While the primary responsibility for development

programmes rests with the state govemments, it was also realised that “in many aspects

the framework within which they can execute programmes for individual village

industries is set up by the policies followed by the Central Govemment (Planning

Commission, 1954) 30. In the early stages of SSI development, no distinction was made

between the modern and traditional segments of the small scale sector. In fact, the

emphasis then was mainly on the traditional village crafts and the hand-loom sector. It
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was only after the visit of the Intemational Perspective Planning Team (IPP Teaml953

54):“ concerted efforts were made to develop the modem SSI units as a distinct segment

within the small scale sector. They suggested a number of measures to encourage and

assist the modemisation, expansion and rationalisation of India’s SSI units. Most of

these measures were accepted and implemented by the government. These included the

setting up of the Small Scale Industries Board in November I954 for nation wide

planning and co-ordination of development programmes for modemise SS1 units. to

carry out the programmes and policies of the Board, the office of the Development

Connnissioner, Sm-all Scale Industries (DCSSI) was created. In addition, National Small

Industries Corporation (NISC) in 1955 and the Small Industry Extension Training

Institute (SIET) in 1960 were also come into existence later on.

In the Industrial Policy Resolution of 1956, the Government once again

stressed the role of Cottage and Village and Small Scale Industries in the development

of national economy. It stated: the small scale industries “provide immediate large scale

employment, they offer a method of ensuring a more equitable distribution of the

national income and they facilitate an effective mobilisation of resources of capital and

skill which might otherwise remain unutilised. Some of the problems that unplanned

urbanisation tends to create will be solved by the establishment of small centres of

industrial production all over the country (Govemment of India I956) 32. It further

added that while the present policy of supporting the sector by restricting the volume of

productions in the large scale sector by differential taxation, or by direct subsidies, will

continue to exist and the aim of the policy in future will be to ensure that the

decentralised sector ‘attains sufficient vitality to be self supporting and its development

is integrated with that of large scale industry (See Ibid, Para-14) 33. The later policy

announcements of the Govemment of India also reflect the government’s continued

concem and emphasis on this sector.

The statement on Industrial Policy 1977 said “The main thrust of the New

Industrial Policy will be an effective promotion of cottage and small industries widely

dispersed in rural areas and small towns. It is the policy of the government that

whatever can be produced by small and cottage industries must only be so produced

(Govemment of India 1956) 34. The Industrial Policy Statement in 1980 stated that the
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govemment intends to reverse the trend of creating artificial divisions between small

and large scale industry and will make all efforts towards integrated industrial

development. It was proposed to set up a few nucleus plants in each backward district.

These plants were expected to generate a spread-out network of small scale units which

grow faster because of the nucleus plants (Govemment of India, 1980) 35. The policy

also announced the government’s intention to strengthen the arrangement for credit for

small scale sector.

The latest Small Scale Industrial Policy announced in August 1991 is perhaps

the most comprehensive of all. It stated, “The primary objective of the small scale

industrial policy during the nineties would be to impart more vitality and growth impetus

to the sector”. Further efforts would be made to deregulate and de-bureaucratise the sector

with a view to remove all fetters on its growth potential (Ministry of Industry 1991) 3°.

While the small scale sector, other than tiny units, would be given only one-time benefits,

the tiny units would be eligible for additional support on a continuing basis. Easier access

to institutional finance, priority in government purchase programme and relaxation from

certain provision of labour laws will be provided to them. The scope of National Equity

Fund was widened to cover projects upto Rs.l0 lakhs. Similarly, the single window

scheme was enlarged to cover projects upto Rs.20 lakhs.

The new policy stressed the shifting of emphasis from subsidised credit to

adequate flow of credit and quality of its delivery. To provide access to the capital

market, to encourage modernisation, technological upgradation and sub contracting,

other industrial undertakings would be allowed equity participation in SS1 units upto 24

per cent of their total shareholding. To enhance the supply of risk capital, a limited

Partnership Act would be introduced. To overcome the problem of delayed payment

factoring services are to be provided through the SIDBI. Legislation will also be

introduced to ensure prompt payment of small industries bills.

A Technology Development Cell would be set up in the Small Industry

Development Organisation (SIDO) for providing technology inputs. An Export

Development Centre would also be set up in SIDO to serve the SSI units through its

network of field offices.
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7 = Ancillary
1.2.2. Definition of Small Scale Industries

Table 1.1

Definition of SSI. Ancillary Industrial Undertakings and tiny unitsif I !~' 9* e' ii i Small seiyice
i Year Small scale industries description establishment

y ; - units using less than 100 persons . ;i without power L W  _ M,
I 1960 - Units upto Rs.5 lakhs in fixed assets I

‘:_n-0

r

ii-A‘ -_._ _--.1-i-i-1_1-ii —-

I

I

___l__-_ __._.__._.. ____ __.____

I
I
I
I
Ij iii
I

I

I

I

I

I

i. 1 1

9 units . Aun1ts* 7
- Rs upto 5 lakhs in fixed assets ;
- Units using less than 50 persons

1950 with power

-——.¢__- _

A _ withno condition 7
1966 iy - Upto Rs.7.5 lakhs in plant and 2 10 I kh8. S y ---- -7 machlrwry   ,__ 1
1975 7. -Upto Rs.IO lakhs in plant and 15 lakhs _; ____ __ i.  r macghlneryggg   g  l
1980 - Upto Rs. 20 lakhs in plant and 25 lakhs 2 lakhs_g I machinery j W  1 __ 7

! - Upto Rs. 35 lakhs in plant andin I985  . 1 45 lakhs 2 lakhs; machinery g  T y jgI

n-~—Hl I ii@ |
\Oi-I

“* T

i - Upto Rs. 60 lakhs in plant and
; machinery 75 lakhs 5 lakhs. ~ W  ~ W  1 A ;~~   ~—e - A -_ —

I — Upto Rs.3O0 lakhs in plant and t1997 \ machinery I 300 lakhs 25 lakhs A
W 1998 Upto Rs.1O0 lakhs in plant and 7‘ . Q 100lakhs A 25lakhs;___maCh1pery .. it -. _ H_: _. it . pg; - 1. 4

0 Located in rural areas and towns with population of 5 lakhs,

0 Tiny concept was introduced in 1977. As a follow up policy measures for promoting and
strengthening small, tiny and village industries, the Act “laid in the parliament on 6“‘
August, 1991, where the limit for “tiny enterprises” were enhanced from Rs. 2 lakhs to
Rs.5 lakhs irrespective of the location of units.

Source: Compiled from Institute of Small Enterprises Development, The state of Small
Enterprise Development in India, 1997, Kochi and from Report of Second All India Census of
SSI units, DCSSI, Ministry of SSI & Agro and Rural Industries, New Delhi.

The concept, small scale industry covers a wide range of activities and its

definition changed from time to time. The table 1.1 indicates the historical evolution of

definition of small scale and ancillary units.
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1.2.3. Growth of Small Scale Sector in India

:

The small scale industrial sector has played a vital role in shaping the

destiny of the nation since independence. It has emerged as a highly vibrant and

dynamic sector of the Indian economy. In fact, it is one of the success stories of modem

India. Today the sector accounts for about 95 percent of industrial units, contributes

about 40 per cent of the value added manufacturing sector and over 33 per cent of the

national exports. Through over 31 lakh units spread all over the country, the sector now

provides employment to 171 lakh people. The indirect employment created through

forward and backward linkages is no less important. The sector now produces over

I-'5O0 items.

In fact the range of products is so wide that there is hardly any product we

see around in our day-to-day life, which is either not, produced directly or indirectly by

the SSI sector. This is a sector that has continued to grow even in the face of rising

threats from the large industrial sector inside and the multinationals from outside. In

spite of several shortcomings, innumerable handicaps and severe limitations, the sector

is widely acclaimed for its indisputable role in employment generation, production and

exports. The contribution of the unorganised industrial sector is next only to agriculture

so far as employment generation is concemed.

The onset of the planning era in 1951 saw the village and small industries

sector being recognised as an important tool for employment generation and thus. the

sector found itself in perfect tune with the national objectives of employment generation

and balanced regional development. In view of this, plan outlays for this sector also rose

phenomenally over the years. At the micro level, the small scale sector was also

visualised as a tool for diffusing entrepreneurship and bringing about an equitable

distribution of national wealth by utilising and tapping the locally available human,

physical and material resources and converting them into productive assets. The outlays

on SSI in the Central and State Plans are indicated in Table 1.2.
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Table 1.2

Plan outlays on Small Scale Industries

in-0-14

ii-up

Plan Period
__g M -1 Industrial Estates. (Rupees crores. )

,__.....-_- 1

l1|?

‘ st Pla 1975710-56
1 Small Scale Industries includingi 520* I

4

_|

1|

_._._ -L

‘Tl

P 1r n
i Second Plan

-Q-Q45

1956-61 56.00*
u

\

i
i

fl

Third Plan
1961-766

i
I

Annual Plans 1966-69

113.0653.48lg 1Fourth Plan I 1969-74 Wm" 96.19 1

Fifth Plan 1974-79 221.74
l

l

1 Annual Plan 1 1979-80 777104.81  T:1 _.__ .___.
T?!

Sixth Plan I 1980-85 . 616.10 1-I
1. Seventh Plan
l.rt ~~ -- — " ‘ " 1985-90 . -....-.-_..-___ 1120.50 _
I Annual Plan ‘
1 Annual Plan

1990-91

1991-92

392.13
1 482.86

i I

1

1 Eighth P166 2 1992-97 I 2862.14I . .
g Ninth Plan ll 1997-2002  4304.00**

11:1.-i—

* Excluding Industrial Estates.
*#

lt includes internal resources generation target.

Source:-Small Scale Industries in India- Hand Book of Statistics, NISIET, 1999
Hyderabad

Despite inaccessibility to economies of scale, the sector has survived due to

its inherent strength and innate capability and the support that came through the

developmental programmes of the government both at the Centre and the State levels.

It received policy support as well as desired protection so that it could

compete with the large sector. Of late, there has been some criticism that the sector

continues to be protected even after the economic reforms of 1991. Economic refomis

through changes in industrial, financial, fiscal and trade policies, in fact, have brought

this sector within the ambit of extensive challenges and intensive competition. The

sector has survived due to its inherent strength of flexibility and imiovativeness.

Tracing the path of the SS1 sector’s joumey naturally warrants an analysis

of the important indicators of growth. Systematic data are available only from 1973-74
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i.e., when the First All India Census of Registered SS1 Units was held, when the number

of working registered SS1 units was 1.64 Iakhs. The estimates of unregistered units were

2.52 lakhs and thus the total SS1 units were estimated at 4.16 lakhs that year. These

units accounted for production of Rs.7200 crores and employment of 39.70 lakhs

people. The export was worth Rs.393 crores in 1973-74. (Table 1.3)

The Table 1.3 indicates a phenomenal growth in terms of unit’s production,

employment and exports. As evident from the Table 1.3 the number of small scale units.

which was 4.16 lakhs in 1973-74, increased to 31.21 lakhs by 1998-99. Contribution of

small scale industries in terms of output employment and exports is also presented in the

Table 1.3. The contribution of SSI sector to the Net Domestic Product (NDP) in tenns of

its production is also significant and growing. The total value of output of the SS1 sector

at current prices was Rs. 7200 crores in 1973-74, which increased to Rs.578470 crores in

1999-2000. Moreover it provided employment for 39.7 lakhs people in 1973-74, which

increased to 177.3 lakhs in 1999-2000. This huge employment buffer in the Indian

economy was frustrated by the growth of unemployment. In addition the SS1 sectors

experienced a marked progress with respect to its total value of exports and thus have

been making a sizable contribution to the country’s exports. The total value of SS1 exports

of Rs.393 crores in 1973-74 increased to Rs.48979 crores by 1998-99. It is thus evident

from the analysis that the growth and contribution of SS1 sector in the Indian economy is

sizable and significant in different dimensions.

Table 1.3

Growth of SSIs in terms of Number of Units, Production, Employment and Exports

I i  I WProduction I I 7

1

1

1

1

1

1

-1i_.

-1?}.

(Rs.cror

_____;-__i_|.

(At 1970
prices)

#71 -(in lakh Nos.)|(Rs. crores)
S) Employment | Ex port

. Production ,(at constant prices) . ;No. of units . 1 " . 'Year 1 . (at current prices) e '1 in lakhs .
(Rs. crores)

-- am ._— Q

A 04.16 7200 5161 39.70

I1
393

H 1973-74
1 1974-75 4.98 9200

-1-L

5450 40.40 541

1975-76 1 5.46 11000 6495
..1

45.90 532

it 1976-77 “ 5.92 12400
1

1

7078
1

1

49.30 7663 6.70 14300 7980
__ .1_

ll

54.00 845I 1977-78 I

I 1978-79 7.34 15700 87970 63.00 1

. 1

1069
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A comparison of the growth of SSI sector vis-a-vis the industrial sector is

given in the Table1.4 indicates that since the Seventh Plan onwards SS1 sector achieved

higher growth rate than the industrial sector except for the year 1995-96.

Table 1.4

Growth of SS1 sector vis-a-vis with the industrial sector

Y SS1 Sector Industrial Sector ?
1985-86

ii

1284

1.986-87

_4__ ~—q-vi

13.16 9.1

6“ (Base ye-r1999-91 pricesip <Bas@y@ar1989-81>1 ' . P 8.7
1987-88 12.66 7.3

‘l

1988-89 12.88 8.7

1989-90 11.76 8.6

1990-91 lf 9
1

3.59 8.2

1991.-92 3.1 0.6

1992-93 1

I

1

5.6 2.3

l

1993-94 7.1 6.0

1994-95 10.1 9.4

1995-96
1

11.4 12.1

i.jw-

J

1 =9 19969-97 911.3 7.19

1997-98 8.43 NA

___,i.

1

1998-99 1 7.70 NA

1999-2000 ' 8.20 NA

Source: Compiled from the Reports of Small lndustries Development Organization,

1.3. Industrial Scenario in Kerala

DC (SS1), Government of India, New Delhi, 1988-2000

The various studies on the industrialization of Kerala underlined the states

industrial backwardness and various hypotheses have been put forward to explain this

phenomenon (Prakash B.A. 1984)”. The important hypotheses are lopsided industrial

structure, high wage-cost, labour militancy, lack of entrepreneurship and locational

disadvantages.
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The first set of explanation regarding industrial backwardness was based on

the structural hypotheses. lt has been pointed out that Kerala’s industrial structure did

not provide a dynamic base for the growth of modem industries and the lopsided

character of industrialization continued unabated. This suggests that the industrial

backwardness is linked to the industrial structure and that structural factors are

important in the growth of a region (Subramaniyan and Pillai, 1986) 38. Mohanan Pillai

and K.K. Subramaniyan (1994) 39 argue that weak industrial base hold good even in the

case of Small Scale Industries. Additionally the infrastructural constraints of the state

have been pointed out as leading to locational disadvantages which act as hindrance for

industrial growth.

Another major argument is centred on the high wage cost hypothesis. A

high level committee of the State Planning Board looking into the lack of industrial

growth in Kerala stated that wages had increased over the years without a stimulus

increase in productivity with the result that the industries in the state are not able to

produce at competitive prices even for its sustenance. Thampy (1986) 40 also supporting

this view and added that Kerala’s small scale industries are characterised by low

productivity and high wages as compared to all India. He concluded that the general

notions that high labour costs are inhibiting the growth of industries in Kerala is true at

least in the case of a majority of industrial groups in the small scale sector.

Contradicting this hypothesis, KK Subramanniyan and Pillai (1986) 41 pointed that high

wage cost alone cannot be considered as the reason for the industrial backwardness.

Oommen (1981) 42 examining the reasons for the mobility of small scale

entrepreneurs from Kerala to neighbouring states concluded that labour militancy, high

wage-cost and government policy were responsible for the flight of capital. He pointed

out in his comparative study of Kerala. Kamataka and Tamil Nadu that there were fewer

work stoppages and labour strikes in the later two states compared to Kerala. This was

often cited as an evidence for labour militancy in Kerala. However it has been

suggested that militancy has to be examined in the light of peculiar industrial structure

and social educational status achieved. The perceptions of entrepreneurs regarding

militant labour may be deep and persistent that entrepreneurs do not change their
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attitudes. However it is worth examining whether these attitudes have changed

overtime, or whether it is a psychological fear that still persists (Oommen 1981)“ .

A major limitation that inhibits the growth of industries in the state of

Kerala is said to be the lack of entrepreneurship. The following observation is a

reflection on the popular perception on entrepreneurship. lt has been lucidly

commented that “a malayalee would deposit his savings in a bank than take the risk of

starting an enterprise”(Report 1984)“. Such observations were made in relation to

indigenous entrepreneurship in other states. Studies in 1960s and 1970s mapped the

transition from mercantile communities. Mahadevan also points out the lack of detailed

studies on Ezhavas and Syrian Christians of Kerala, Nadars and Muslims of Tamil Nadu

and Shettys in South Kanara (Mahadevan, 1987) 45.

According to Vaidynathan and Eapen (1984) 46, it is important to look at the

industrial sector and its variations in terms of its organisational composition. An

attempt has been made to segregate the component-wise distribution of industrial

employment in Kerala and is given in Table 1.5.

From Table 1.5 two trends are discemible. From 1961-81, there was a sharp

fall in household industries matched by a proportionate increase in the non-household

sector. Further, it is noteworthy that between 1981-91, when non-household non

factory sector has gained prominence, there was a concomitant decline of the registered

ASI component. Although the pattem is broadly similar to that of all India, the growth

of the non-household ‘non-factory sector, which we have classified as the small

industries sector, is now significant in Kerala. The share of ASI in total manufacturing

of Kerala was only19.41 per cent as against 27 per cent at all India level. The non

household non-factory sector constitutes 62.41 per cent in total manufacturing as

against 49.3 per cent at all-India level. This aspect has not received sufficient attention

in the earlier studies.
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Table 1.5
Organisational Com osition of Industry in Kerala
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1.4. Need for Industrial Development of Kerala

Industrial development plays a vital role in the economic growth of Kerala

as discussed below:

1.4.1. Economic development

Industrialisation has been defined by Sutcliffe “as a process which has

invariably been the outcome or accompaniment of economic development”. It is a set

of policies, which more than any other set of policies is seen as a means towards

economic development (Barn.P.A. 1962) 47. lndustrialisation, in a state like Kerala, has

become inseparable part of development process. Planners and policy makers have

viewed it as the most acceptable one and argued that in an under developed country

with a poor agriculture and vast population there is little choice but to give priority to

the development of industries.

1.4.2. Utilisation of resources

Industrial development facilitates the tapping of resources which otherwise

would remain unused. These resources include entrepreneurship, capital, labour and
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raw materials. They can mobilise rural savings which may otherwise remain idle or

may be spent on luxuries or channelled into non-productive ventures.
0

1.4.3. Employment Generation

In Kerala there is the basic problem of absorbing the surplus manpower in non

agricultural jobs and providing additional employment opportunities for the growing

population. Thus industrial development creates employment opportunities and especially

small scale industries create employment opportunities at a relatively low capital cost.

1.4.4. Innovation

The industrial sector is more powerful in innovation, which injects

dynamism and brings about lasting increase in productivity of labour. “Industrialisation

not only influences the growth of national output and income, but also influences the

natural life and the social, political and cultural pattern. It was hoped that

industrialisation would bring social transformation, social equality, higher levels of

employment, more equitable distribution of income and well balanced regional

development” (Rosentein Rodan P.N. 1946) ‘*8. Industrial development has further been

acknowledged as a means to distribute employment, income and consumption between

the various regions by giving special emphasis on industrialisation of backward regions.

hi the opinion of Rosentein Rodan, industrialisation is the way of achieving a more

equal distribution of income between different areas of the world by raising income in

depressed areas at a higher rate than in rich areas (Third Five Year Plan) 4°. What

Rosentein Rodan says in the context of world economy is also applicable to an

individual country suffering from the problems of inter regional as well as intra regional

disparities in development. Development of industries in backward regions, therefore.

has been accepted as a means to reduce regional disparities.

1.5. Small Scale Industries in Kerala

1.5.1. Kerala Government Policy on Small Scale Industries

Within the overall framework of the Industrial Policy Resolutions of 1948

and 1956 the State Government had been following a policy of encouraging and
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supporting SSI units in the state. As already mentioned, under the constitution, the

development of village and small scale industries is primarily the responsibility -of the

state govemment. The centre’s roles are only to co-ordinate and broadly define the lines

of development and to provide technical and financial assistance to schemes implemented

by state governments. We, therefore, propose in this section to briefly examine the

strategy followed by the Government of Kerala for the development of SSI units as

revealed by the various industrial policy statements and five year plan documents.

1.5.2. Industrial Policy Statements

The first Industrial Policy Statement for the Kerala State was announced in

June 1960. This policy aimed at:

l. Maximizing the exploitation of local natural resources

2. Spreading industrialization to all parts of the state

3. Priority to small scale and traditional industries and

4. Ensuring the healthy industrial relations in the state.

It also announced a number of incentives and assistance programmes

relating to the provision of factory accommodation, machinery, raw materials,

marketing, finance and training.

The second Industrial Policy Statement, which came in 1967, announced a

few more special concessions for SS1 units in addition to the ones announced earlier.

These related to share participation by government in deserving cases, provision of

industrial land and factory sheds, tool rooms and common facilities centres and training

assistance, and more liberal credit facilities.

In response to the new industrial policy statement announced by

Government of India in July 1980, the state govemment announced a new statement of

Industrial Policy in January 1983. With regard to the SSI units, the policy aimed at

establishing an integrated system of large, medium and small-scale units with modern

sector to make optimum use of the state’s natural and manpower resources. Some more

incentives such as concessional power tariff for SSI units and increased assistance for

revival of sick units were also announced.
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Closely following the New Industrial Policy of the Government of lndia,

Kerala Government (1992) 50 announced a new statement of Industrial policy in October

1992, with the following objectives:

l. To substantially step up the rate of growth of industry through a high level
investment

2. To provide massive employment opportunities

3. To create an industrial environment that will lead to sustained growth

4. To establish infrastructure facilities which will stimulate faster growth of the

industry

5. To initiate a process of continuous interaction between govemment and industry to

remove possible adverse factors which can inhibit industrial growth

6. To ensure industrial utilization of raw-materials available in Kerala, and

7. To ensure required development of high-tech industries.

The new policy revised the package of incentives, taking into account the

incentive regimes of neighbouring states. These included enhanced investments

subsidies, more liberal Sales Tax concessions and exemptions, introduction of “Green

Channel Scheme” and simplification procedures. Several measures for improvement in

the industrial relations and investment climate and for infrastructure development were

also announced.

Thus, the various industrial policy statements of the state govemment had

clearly recognised the need for the speedy development of the industries sector and

within that, the modern SSI sector. A number of incentives and assistance programmes

have also been announced and implemented through District Industries Centres.

However, it is also seen that all the four policy statements, without exception, have

admitted that in spite of the several favourable factors and incentives offered, there has

been no satisfactory progress in the industrialization of the state, especially when

compared to the neighbouring states.
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1.5.3. Growth of Small Scale Sector in Kerala

There is a phenomenal growth of small scale industries in Kerala. The

number of small scale industrial units increased from 15974 at the beginning of DIC

programme 1979-80 to 240141 in 2000-2001. Table 1.6 furnishes details about the

growth of small scale industries in Kerala during the last 21 years. During the period

1990-91 to 1999-2000, the total number of small scale units in the state increased from

73522 to 220068. Table 1.6 also shows a cumulative index of the growth of small scale

industries. It shows that cumulative growth index increased from 100 in 1979-80 base

years to 1503 in 2000-2001.

Capital plays the role of a limiting factor in enhancing the production and

productivity in the small scale sector. It is estimated that the average investment per

unit was Rs.l.02 lakhs as at the end of 1984-85 (V.R. Pillai 1986) 51. This rose to

Rs.1.12 lakhs per unit at the end of 1987-88. The average investment per unit was

Rs.1.38 lakhs in 1999-2000 (Economic Review, 2001) 5’.
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Table 1.6

Registered Small Scale Industrial Units in Kerala

Year , Number Ofumts Cumu1at1ve.Number , Cumu1at1ve Index of-80=100

1979-80 3856 15974

-.4

of Un1ts pp H  I Growth 1979 7 71577 9 77“ I 7"‘7"772 too

-1.--i
1

1

1

_‘_

_.1_____

2980

I

1

1

18954

—*.

1191980-81

I 1981-82 30231

....___-._.-i

21977

_-4+

138

_q..—

1982-83
v

2907 24884 ‘.56

1 1983-84 3233
— ——..

28117
1

1

176

_,_-,_,i_

1984-85
Ii _____W

3382
1

131499 197 7

fi—

1985-86 3866 35365 221

1 1986-87 4977 1 40342

—fi.

253

—v>.-'-i

.tq-u- 1;‘-i

1987-88

q...;—

1.

6849
i

47191

-_._ .-8-_w—

295

1 1988-89 8236 055427 347  PM

4

T 1989-90 8541 63968 400 K
1990-91 9554 73522 460

1991-921 52 84460 529

ffi

—- xv-iv
1

1 19924i§

__-—

11411

10938

95871 600

1 1993-94

1*“1

14533 1 10404

.8.‘-,_ .->

691

1994-95 15506
1

125910 788

—;, Zuni

% 1995-96 17213 143123 896

1 1996-97 17421
1

3 1

160544

i$* _@

M 7 1005 7
1997-98

'1
19553 180097 1127 .

-1

1998-99
L77

19730
1

199827

;__._.i.

1251
1

1 1999-2000
I

—d>- uw—

20241

1-_-—“_

220068 SW71 1378

.-_¢.__

2000-2001 1 20073

----i___

240141

,___i

1503

Sources: 1. Background paper on Small Scale Industries, Fomulation of Five Year Plan,
(1978-83), State Planning Board.

2. A Report on the Role of Small Scale Industries in the Seventh FiveYear
Plan, State Planning Board.

3. Economic Reviews, State Planning Board, Thiruvananthapurm

26



1.6. District Industries Centres (DICs) and small scale industries in Kerala

The District Industries Centre concept has came into prominence in India

through the Industrial Policy Statement of 1977 and the Central Govemment

subsequently issued guidelines for establishing DICs in the States. In Kerala the DIC

programme was implemented with effect from 1978.

The rationale behind establishing DICs is to make district a focal point of

industrial development. The DlCs are supposed to assist the growth of industry in the

district with special emphasis on cottage, village and small scale industries. They are

expected to provide a host of services in order to facilitate the growth of small-scale

industries. It is a matter of gratification that DIC aims at providing all types of

assistance as far as possible and practicable at pre-investment and post-investment

stages at district level. The important type pre-investment assistances and incentives are

registration, preparation of feasibility report, training and study tour programmes for

potential entrepreneurs, training for managers of SSI, training to various activities and

Entrepreneurial Development Programme (EDP). The post-investment assistances are

(a) Assistance for supply of raw materials (b) Supply of machinery on hire purchase (c)

Marketing assistance (d) Exhibition (e) Industrial Estate (f) Margin Money Loan (g)

State Investment Subsidy and (h) Sick Units Revival Programme.

1.7. Statement of the Problem

It is clear from the existing literature that a few studies had already been

conducted with respect to different aspects of DICs and their functioning. Many of

these studies were naive and devoid of reasonable theoretical foundations. However,

most of them arrived at the general conclusion that the DlCs were not effective to the

extent to which they were expected of. We also arrived at a similar result in the

following chapters based on a non-theoretical analysis. But one of the most important

shortcomings of these approaches is that they lacked a solid theoretical foundation,

which explains the macro economic behaviour of a district economy. Therefore, we

attempt here to answer the question as to whether the DICs were effective, to the extent

to which they were expected of, on the basis of a macroeconomic model of a district

economy.
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1.8. Objectives of the study

The main objectives of the study are:

1. To examine the origin and emergence of DlCs and its organizational structure.

2. To cany out a non-theoretical study of the performance of DICs based on both

primary and secondary data.

3. To provide a theoretical -analysis of the performance of DICs based on a macro

economic model representing the behaviour of the district economies in the state.

4. To conduct an econometric test of the above model using secondary data.

1.9. Hypothesis

The main objectives of DIC programmes are the promotion and

development of small scales industries to generate greater employment opportunities by

making available various pre-investment and post-investment assistances and incentives

under a single roof. It also aims to promote process of industrialisation through the

decentralisation and dispersal of industries all over the country to semi urban and rural

areas by acting as a nodal agency for providing support services to village and small

industries.

From the observation of data it seems that the DICs in the state have not

served the objectives mentioned above to the extent expected from them.

1.10. Sources of Data‘

The term SSI has several different connotations. Hence collecting data

about SS1 presents considerable difficulties. One can identify at least five very clear

sources of data. based on their own separate definitions. These are: (a) the data on small

factories as per the Annual Survey of Industries (ASI) (b) the data on household, non

household, and factory sector supplied by the decennial population census (c) the data

supplied by the planning commission on Village and Small Scale Industries (VSI) (d)

the data on unregistered manufacturing as per the National Accounts Statistics (NAS)

supplied by the Central Statistical Organization (CSO), Ministry of Planning and (e) the

data on registered small scale industries supplied by the Small Industries‘ Development
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Organization (SIDO). This study is mainly depending on the last source. because that

source of data is more suitable to analyse the perfonnance of DlCs.

This study is based on both primaryand secondary data. In order to get

primary data sampling technique was used. The sample sun/ey was conducted in three

selected districts, of which Malappuram, the most backward district, Emakulam, tops

and Thiruvananthapuram, an average district on the basis of last of ten years district

wise per capita income at current prices. The sample districts Thiruvananthapuram,

Emakulam and Malappuram belong to Travancore region, Cochin region. and Malabar

region respectively. The total numbers of SSIs in the entire three sample districts are

63062 and about 37 per cent is situated in Thiruvananthapuram district, 46 per cent in

Emakulam and 17 per cent in Malappuram. So out of total the 250 sample units, 37 per

cent (92 units) are from Thiruvananthapuram, 46 per cent (ll5units) from Ernakulam

and 17 per cent (43 units) from Malappuram were selected. Then the primary data were

collected by administering questionnaires, personal interviews with the beneficiaries

and through formal and informal discussions with officials and agencies concerned. It

was administered personally during 2000-2001.

Secondary data were obtained from the publications of central and state

level organizations relating to DlCs and from the office records. Some of them are

mentioned below:

1 From the publications of the Development Commissioner, Small Scale Industries,

Ministry of Small Scale Industries and Agro and Rural Industries

2 Small Industries “Sen/ice Institute (SISI)

3 Directorate of Industries and Commerce, Govemment of Kerala

4 State Planning Board, Thiruvananthapuram, Kerala

5 Bureau of Economic and Statistics, and from its publications like Statistics for

Planning.

6 District Rural Development Agencies (DRDA)

7 DIC Documentation Centre, Thiruvananthapuram

8 District Industries Centres (DIC).
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1.11. Tools of Analysis
0

In order to get inferences from collected data, various statistical techniques

were applied, viz., percentages, averages, standard deviation,-c0mpound growth rate,

scoring technique and application of Solow model, etc. Analysis of data is done mainly

by using two methods: one is theoretical and the other is non-theoretical. After non

theoretical analysis of data, to know whether that conclusions are correct or not, a

theoretical analysis was also done. For theoretical analysis Solow model is augmented,

by using DIC’s expenditure as an additional variable. The objective of the theoretical

analysis was to examine whether the findings of the non-theoretical analysis are in

accordance with the theoretical findings. Coefficient of determination (R2) and ‘t’ tests

were applied wherever necessary in the theoretical analysis.

1.12. Limitations of the study

Like all the studies, the present study is also not free from limitations.

Some of the important limitations of present study are:

l. Most of the primary data elicited from respondents are based on the recall method

and are, therefore, subject to normal recall errors. Although efforts have been

made to cross check and verify the accuracy of the data the possibility of some

recall errors still remaining cannot be ruled out.

2. Another limitation relates to the coverage of the study is that only 250 units were

selected as samples from a total population of more than two lakhs. The sample

study is only based on three District Industries Centres out of fourteen Districts

Industries Centres in the state.

3. The non-availability of detailed upto-date data has placed some limitations in

reviewing all the promotional activities of DICs.

4. The unregistered units are excluded from the scope of the study.
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1 13. Plan of the Thesis

The thesis has been organised under seven chapters.

First Chapter deals with the development policies on SSIs and its underlying

rationale. It includes small scale industries in India, Kerala’s industrial scenario,

the need for industrial development of Kerala. lt also includes the imp artance and

growth of SSIs and DICs in Kerala. Lastly, the statement of the problem,

objectives. hypothesis and plan of the thesis are also included in this chapter.

Second Chapter comprises of Review of literature and methodology of the study.

Third Chapter examines the origin, growth and emergence of District Industries

Centres.

Fourth Chapter makes a non-theoretical analysis of the performance of DICs in

Kerala in three parts. The First part of the Fourth Chapter (4.1) examines the

organisational structure of DICs and the second part (4.2) provides a non

theoretical analysis of performance of DICs based on the secondary data. The part

(4.3) of this chapter highlights a non-theoretical analysis of the performance of

DIC-assisted SS1 units based on primary data.

Fifth Chapter deals with theoretical analysis of the perfomiance of DICs in Kerala

based on the augmentation of Solow model.

Sixth Chapter is an econometric specification of data and empirical results.

Seventh Chapter deals with summary, findings and recommendations of the study.
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CHAPTER II

REVIEW OF LITERATURE AND METHODOLOGY

2.1. Review of Literature

Survey of literature is based on various articles published in the leading

joumals, unpublished and published dissertations and theses submitted to some of the

Indian universities, papers presented at seminars, newspaper reports, and published

books. ."..‘.‘.’. Slzepherd (1979) I in an occasional paper of Development Administration

Group briefly outlined the objectives of the DIC programme in India. According to him

the obvious reasons for setting in motion the DIC programme in late 19705 are as
follows:

l. The growing concem in government circles in India with India’s rapidly expanding

metropolitan cities and with stemming rural-urban migration.

2. The emergence of the rural rich as an increasingly powerful interest group at the

centre of Indian politics led by Charan Singh. Farmers and rural traders are, it

could be argued, unable to cope with organizational multiplicity and complexity

and so need a coordinated and decentralized approach on the part of the

Government if their business are to be helped to prosper, which explains the spatial

shift in Industrial policy, i.e. concentration of attention on all market towns through

DIC programme.

3. It is an attempt on the part of the central govemment to gain control over the

troublesome politics of tribal India and to re establish central govemment control

over the development of SSI.

4. The growth of violent trade unionism and protest in modem small-scale industry

in industrialised regions such as Bombay, Bangalore etc. is also responsible for

spatial shifts through the establishment of DICs.

Abid Hussain Expert Committee on Small Enterprise had made significant

recommendations towards making the sector more viable, but without adequately

outlining the administrative and financial support, which would be required to
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implement them. There can be no disagreement with the basic thesis of the report that

the. time has come for the policy of “protection,” so far followed in India, towards the

small scale sector needs to-be replaced by one of “promotion”. Any policy followed

without change for a number of years begins to acquire many undesirable

characteristics. Many young entrepreneurs today, are not specifically interested in the

incentives provided by government and wish to have as little interference as possible

from government agencies. In any case, to talk of protection at a time when the country

is adopting a policy of “open economy” becomes both unrealistic and unwise. As the

Chairman in his int1'od1;cto1"y note has rightly pointed out; ‘the basic accent of the policy

towards the small industry in India has been defensive aiming to insulate it from the

dynamics of competitive growth. In the world of today, such insulation is not

practical.” The new policy to be formulated, should aim to make the sector able to

stand on its own legs and compete as equal terms with other industrial sectors and the

role of the state is merely to ensure a “level playing field” for this purpose. This change

of perspective in the policy frame is essential if the sector is to survive and grow as a

dynamic component of the economy. One would have liked the report to consider some

special conditions under which some measures of protection may be not only necessary,

but equitable. Thus, a small unit operating in one of the metros with developed

infrastructure and ready access to market is a completely different proposition from one

in the remote country side. Similarly, small units in the developed regions of the

Punjab, Haryana, Maharashtra or Tamil Nadu have obvious advantage over those

operating in North-East, with geo-graphic isolation and limited market. The country,

thus, can reap rich dividends if discriminating support were given to such pockets. The

Committee thus recommended, “the cluster concept: it has great deal of merit; it

provides an added strength by the close proximity of other units, by large and small,

supplemented by the ready availability of ancillary services” (Ram K Vepa, 1997):.

Abid Hussain Committee Report (1997) 3 about DICs says that the DICs

were set up in 1978 to act as nodal agency for the industrial growth in a district by

bringing a number of agencies under a common umbrella with a team of officials. The

concept was laudable and much was expected of the new agency to bring a new spirit

into the semi-urban and rural areas of the country. Having associated with it as the first

national coordinator, it was disappointing to find that the DICs became a refuge for all
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the personnel working in the state Industry Departments. Some of them even benefited

through quick promotions since open market recruitment of fresh personnel were

resented. Thus an experiment, which could have yielded many benefits. became merely

a device for "helping government personnel: the entrepreneurs saw the same faces and

the same attitudes in the new agencies and quickly became disillusioned with them.

Slowly, the old regulatory instincts of the DIC personnel took precedence and the early

promotional zeal was quickly stifled. Another problem, which the DICs encountered.

was the reluctance of the departments to delegate the powers of inspection provided in

the various statutes to the Gcilctai Iviau'c1gc:l' of DIC. In the DIC, even the limited

innovation of building a new bridge with the banking system did not work as well his

endorsement carried little weight even with erstwhile colleagues, leading to frustration

all round. The report merely notes that the DIC had not functioned well without going

into the reason for it; instead, it recommends the setting up of a new agency District

Enterprise Promotion Agency (DEI5A) which included representatives of departments

like sales tax, excise, labour and enviromnent in the hope that these departments will

look more favourably to the small enterprises: but past experience makes this highly

doubtful. A more drastic exercise may be necessary to amend many of the existing

enactments, particularly those dealing with labour and environment, as one has

remarked “one cannot impose a first class legislation on a third class economy”.

Sathysundaram’s (1987) 4 study on DICs, concentrates on the interface of

DIC with other agencies. The DICs have set up to coordinate the industrial expansion

and to serve as ‘single window service’ institutions. However, in actual practice, most

DICs have failed to discharge this function effectively. The performance of DICs in

respect of conducting techno economic surveys identifying market potential for various

products, assisting respective entrepreneurs, imparting training to them and initiating

quality control measures is not up to the mark. The Lead bank, District Rural

Development Agency (DRDA) and the DIC have to function with perfect

understanding. However, the linkage among them is very weak.

Ajith Kumar Gaur (1987) 5 studies about the staffing pattern of DICs and

explains that the staffing pattem of the DICs remained to be streamlined. The

unscheduled transfer of the DIC persormel, including the General Manager, usually

39



casts an adverse effect on the general functioning of the development programme.

Generally, the DIC personnel should be transferred only after completing a five-year

term.

Sudakhar Rao (1984) 6 emphasizes on the technical information available

from DICs and writes that the technical information available with DICs is almost

negligible. It would be desirable if the DICs possess reliable information relating to

projects, technology, machinery suppliers etc., in respect of industries relevant to the

district concerned. The DICS should have a shelf of projects with all relevant

information, which can be implemented without any difficulty. While the DlCs were

required to make provisions in their action plans for the establishment of rural

marketing centres, most DICs do not make any such provision, as pointed out by the

Public Accounts Committee in its 219m Report submitted in August 1984.

An intensive review of the DIC programme was done by a high level team.

Following this review, the Government decided in August 1981 to restructure the DIC

programme with one General Manager, four functional Managers and upto three project

Managers in disciplines, considered relevant to the needs of the particular districts. But,

this restructuring has been very slow probably because there was a fear that this

centrally sponsored programme would be wound up after the 6m plan. Again while

many of the DICs did prepare action plans, they were not based on any detailed survey

or study (EPW 1986) T

Mr. Eshwarlal Jain (1979) 8 while submitting the fourth report of the

Estimates Committee of the Maharashtra Legislature welcomed the scheme of setting

up DICs for the development of small, tiny, village and cottage industries in rural areas.

But the report submitted states that the DICs have proved totally ineffective and

inefficient in the matter of establishing the required coordination amongst various

organizations of government connected with industrial development.

Ram K.Vepa (1979) 9 expressed the view that the basic approach of DIC s is

not to disrupt the existing occupational pattems at the rural level, but to help those who

are already engaged in traditional occupations, improve upon them to provide a

livelihood for themselves and be of greater service to the community. According to him
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the ultimate success of the programme depends upon the human factor on two counts, 1)

on the personnel will of the man at the corridors of power and 2) entrepreneurs that it

will be able‘ to attract and stimulate.

Upadhayay N (1980) 10 reviewed the progress achieved by the DlCs in

Rajasthan and came to the conclusion that with greater coordination among the various

functionaries the DlCs shall be able to play a still more effective role towards building a

sound industrial net work based on local resources, Skill and entrepreneurship. DlCs

hold a promise for ushering in a new economic order and balancing regional
imbalances.

Reddy T.S and Reddy P.N (1980) H examined the day-to-day functioning of

the DICs and pointed out the constraints that persist. The study is confined to

Anantapur district in Andhra Pradesh. After studying the achievements of DIC

Anantapur, for the year 1979 they concluded that proper selection of personnel for DIC

work and also imparting necessary training to them is essential to improve the DIC

functioning. They also laid emphasis on the need for timely financial assistance,

uninterrupted supply of raw materials, result-oriented entrepreneurs, meaningful

coordination among officials and agencies engaged in promotion of SSI and

entrepreneurship.

The overdoing of industrialisation idea by the administrators has also been

pointed out by Sandesara (1982) 12. His study on Efficacy of Incentives for Small

Industries made an evaluation of the impact of long-tenn financial assistance to small

industrial units. The study revealed that while assisted units showed more efficient use

of labour and better rewards to them, the non-assisted unit’s showed better use of

capital. On the question of better performance, as measured by certain growth

indicators, the assisted units did not show any better performance over non-assisted

units in a majority of cases.

A more recent study by Sandesara (1988) 13 made a more elaborate study of

assistance programmes for small scale industries. The study revealed that the units

producing items in the reserved list did not show any superior performance over other
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units, mainly because the easy entry for new small-scale units had intensified the

competition among the small units.

Shaney M (1980) 14 while analyzing the implications of the government

policy to establish DlCs identified two basic shortcomings, viz., that it places the

burden of a developmental role on bureaucracy in executing regulatory controls and that

it is highly biased in favour of urban areas to serve as an instrument of industrial growth

in the rural pocket. However he suggests that the DlCs should be autonomous bodies

devoid of any bureaucratic controls and they should be manned with people dedicated to

the cause of the segment to be sewed and acceptable to them.

Harinaryana Rao (1986) 15 examined the role of DlCs in the promotion of

entrepreneurship and rural industrialization in Anantapur district. He came to the

conclusion that effective coordination and cooperation was lacking among the

developmental agencies and organizations connected with the implementation of the

Gramodaya scheme.

Satyanarayana (1989) '6 made an attempt to evaluate the impact of DlCs in

the industrialization of Anantapur district. The study is based on the census data for

large and medium scale industries and sample data for small, cottage and village

industries, which were collected from 60 units from three blocks out of l6 blocks in the

district. He used simple statistical tools like averages, percentages, compound growth

rates, standard deviation and coefficient of variation. In this study it is concluded that

the impact of DIC was not significant in respect of promotion and development of SS1

units, village and cottage industries in Anantapur district. It also concluded that the role

of DIC depends upon the personality of the General Manager and his staff.

When compared to the large-scale sector, the small scale industrial sector of

Kerala is acquiring prominence both in number and in employment generation, especially

during the eighties. The sector is capable of providing more than fifty per cent of the

industrial employment in the state. Based on the capital and technological constraints of

the state, the need and scope for the development of the small-scale sector is of much

relevance in the context of Kerala’s industrial development (Thampy1990) *7.

42



The State Planning Board (1989) I8 in its approach to the Eighth-five year

plan has rightly emphasized that “private investment, which in the state even now

amount to less than forty per cent of the total investment in modem industry in the

organized sector. has enormous potential to expand and it must be given all needed

assistance to play its due role in invigorating the industrial economy of the state”.

The efforts of the govemment should primarily be directed towards ensuring

inter-industry linkages, agglomeration economies, technological modemization.

marketability etc that will raise the regions cost-effectiveness in manufacturing skill

intensive and high value added products and those that have linkage with the regional

economy (Thampy1990) W.

On incentives and assistance programmes for the small-scale sector in

Kerala, there have not been many studies. Oommen’s study (1972) 20 and also the

earlier study by Dhar and Lydall found that the Industrial Estate Programme had not

been a success in the state, which Oommen found that the Rural Industries Project in

Kerala was a not success, he found that the government as an agency for financial

assistance was not successful. The Planning Commission’s (1968) 21 study had also

found that the RIP scheme was not a success in Kerala.

According to Oommen (1972) 22 the various development programmes for

the promotion of small scale industries have largely failed to meet their avowed

objectives. The poor performance, however, seemed not due to any basic weakness in

the conception of these programme but due to the defects in their design and

implementations.

The Task Force on SSI (1989) 23 found that available subsidies and

concessions are not distributed to eligible units at the right time. Such assistances

announced by the government are badly delayed for several reasons such as delay in

issuing, detailed orders, inadequacy of budget provisions etc.

In a seminar on prevention and cure of sickness among the SSI units, held in

1990 at Hyderabad, it was hinted that experience from Kerala showed that an over dose

of incentives was one of the main reasons for tuming healthy units into sick units

(SPB,199O)24.
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It is thus clear from the review of the existing literatures that a detailed

study about the performance of DICs in the development of SS1 units in -Kerala is the

need of the hour.

2.2. Methodology

One of the most important objectives of the present study is to assess

whether the DICs have been effective in their functioning to the extent to which they

were expected of. The study is conducted in two stages: the first stage is a non

theoretical analysis based on both secondary and primary data. The second stage is a

theoretical analysis purely based on the secondary data.

The organizational structure of DICs, strengths and weaknesses are studied

based on the staffing pattern of DICs, the duties and responsibilities attached to

functional managers, project managers and extension officers. Shortcomings are

identified in the light of fomial and infonnal discussions carried out with the officials of

DICs and also with the beneficiaries.

The growth of small scale industry before and after the establishment of

DICs is studied by classifying the data into two periods, i.e. before 1979 (Pre-DIC

Period) and after 1979 (DIC Period). The growth of SSIs during the period 1979-2001 is

considered as an indicator of DIC performance. For this purpose compound growth

rates were calculated for three indicators, i.e., units, employment and investment.

Structural changes in the composition of SSI after the establishment of DICs were also

analysed. Comparative “performance of DICs at all India level vis-a-vis Kerala is studied

based on the following nine selected indicators:

l. Entrepreneurs identified

2. Registrations given

3. SSI units established

4. Additional employment generated

5. Technical Assistance provided

6. Project profiles prepared

7. Credit assistance
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8. Cash subsidy disbursed and

9. Artisan units established.

Standard deviation and coefficient of variation were calculated to know the

relative performance. To assess the performance of DICs in the districts of Kerala state

and to identify the DlCs that fared better a Perf0rm"nce Index has been prepared based

on the nine indicators mentioned above. These are the key indicators wherein the DlCs

were assigned a special role and responsibility. Time series data from 1980-81 to 2000

2001 have been collected from 14 districts. As the achievements in terms of different

indicators differ among DICs, in order to measure the overall perfomiance scores were

allotted ranging from l to l4. The DIC with the highest average in a particular indicator

was given the maximum score of 14 and then in descending order for each indicator.

The total scores obtained by each DIC for all the nine indicators were aggregated to find

out the overall perfomiance of the DICs. This method helps in identifying the DICs.

which p6I'fOI'II16d well. For the purpose of an in depth study of the working of DICs

three districts were selected. The districts are drawn from the three broad geographical

regions of the state i.e. Travancore, Cochin and Malabar region. The sample districts

include Thimvananthapuram from Travancore region, Emakulam from Cochin region

and Malappuram from Malabar region. Out of the total 250 sample units, of which 92

are from Thiruvananthapuram, 115 from Emakulam and 43 from Malappuram.

Linkage effects generated by industrial units were estimated on the basis of

the methodology adopted by the IDBI Report on “IDBI assisted Industrial Estates in

Karnataka and Andhra Pradesh”(l980) 25, i.e. when inputs are purchased within the

districts. income and employment are generated indirectly to the local people. Hence it

is deemed to have a strong backward linkage effect. When output is sold in the local

area, it is expected to have a strong forward linkage effect as some units which

otherwise would have purchased those products outside the local area have access to

them within the local area itself. Purchase of inputs and sale of output outside the

district are considered as leakages. Factors influencing the location of the unit, selection

of line of activity and satisfaction about the DIC assistance are analysed by giving

weightages to the beneficiary responses. The weightages given to the responses are

shown in Table 2.1.t 45



Table 2.1

Motivational factors influencing selection of location of the unit
, ______

Degree of influence i Weightagesi it i(Very High 5 6P  e-  e —~ e i — ei High _ 5 1

.q--—

i Fair D ii 4

F"
O
2t

i

1

i Moderate t 3. '31 6
Very Low E 1
iNoiintluence g ???? W i 1 O D W“ it :
Source: Computed

Degree of satisfaction in relation to DIC assistance is measured by assigning

the in weightages which is presented in Table 2.2.

Table 2.2

Weightages assigned

Degree of satisfaction L Weightigh 3 I2 I

""33

Q---A

oderate

O\/V

No influence

Source: Computed

Based on the responses for each category, collective scores under each sub

head is worked out and total collective scores for the respondents in each district are

arrived at. These are used for calculating the average scores for each district. The

collective scores and number of respondents for all the three districts are tabulated

separately feature-wise and the combined scores for respondents of all the three districts

put together feature-wise have also been worked out. This is used for arriving at the

average of combined scores, which measures the degree of influence/satisfaction in

respect of each feature.
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The average score for each district and for all the districts put together

facilitated the ranking of the degree of influence/satisfaction as high, moderate and low

as per the gradation shown below in tables. The degree of influence is ranked in Table

2.3 and in Table 2.4.

Table 2.3

Degree of influence in Selection of LocationI i  ii  1 I
i Rank l Range of average score ,

-an-u-¢—

i High  4 to 6 It  l *”‘"‘" ‘ ' W r! 7 IE Moderate E 2 to 3.991 i
‘ Low } Below 2 i
Source: Computed

Table 2.4

Degree of satisfaction about DIC Assistance
!, immr“ __ .:'_' _ _.. .___ _.7 _ ** ‘ '_ . '_._
IRank Range of Average Score

I -- -r-q-v—

II-* i-_-$11
1

l

I

|

l

--w-v--_i_ .._._._ .__~.;_—-.

High 2 to 3
Moderate 1 to 1.99
Low Below l

7,,77_ ___________ 1 V V ______

Source: Calculated,(The results are presented in Chapter IV).

The second and the most important method used in the present study, which

in fact distinguishes it from earlier studies, is the construction of a purely theoretical

model. This model is expected to represent the macroeconomic behaviour of a

representative district economy. This model is in fact an augmentation of R.M. Solow’s

(1956) model of economic growth. The augmentation is based. on the incorporation of

an additional independent variable to the original production function used by Solow.

This additional independent variable is DIC’s expenditure. Therefore, in addition to

capital and labour we will have the expenditures by DICs as well in the production

function. However, the dependent variable will be District Gross Domestic industrial

Product (DGDIP). The formulation, analyses and derivations of final results will

completely be discussed in Chapter V. It should be noted that the theoretical model

uses the variable DGDIP while the non Ttheoretical analyses centre around all the

47



remaining variables discussed above. The reason for this is that it is extremely difficult

to constmct theoretical models for all variables mentioned above, in the non

theoretical analyses, become dependent variables. At the same time, there exist readily

available models in standard macroeconomic theory, which can be reformulated to

include DGDIP as the dependent variable (e. g. as GDP in Solow’s production function).

Once the theoretical model is formulated and final results are derived in

Chapter V, we propose to derive its econometric form for the purpose of testing its

predictions empirically. This is carried out in Chapter Vl. Data for these tests are

collected from secondary sources. Complete details about the nature of data and their

sources are provided in Chapter VI.
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CHAPTER III

THE EMERGENCE or nrsrnrcr

' INDUSTRIES CENTRES (DlCs)

3.1. Background

In the bid to solve unemployment problem within a short span of ten years,

Janatha Party placed much more stress on the development of small and cottage

industries. In its election rrranifesto (1.977) this party clearly stated that, the objective of

a just and egalitarian society can "become a realisable ideal only if one move towards

the establishment of an economy in which agriculture and cottage and small industries

have primary role, and are not sacrificed to big machines and the big city. . .the only way

to steer clear of the evils of capitalism and state capitalism and to ensure full

employment and the decentralization of economic power is to follow the Gandhian

percept that whatever can be produced efficiently by the decentralized industry should

be so produced. This spirit must guide us in framing the nation’s economic policy"

(Janatha Party l977) 1.

In the last thirty years, the village economy was divorced from industrial

activities. This led to unbalanced and undeveloped rural economy solely dependent on

agriculture. This has to be reversed by appropriate and intermediate technology. The

investment needed for providing employment to one person ranges between less than

Rs.l,000/- and Rs.6,000/- in village and small industries, the corresponding range of

investment in the large scale industries is between Rs.40000 and Rs.l00000. If seventy

to eighty millions are to be provided with employment in the next decade, large

industries do not offer a solution because of the enormous investment required for this

purpose (Gupta and Singh 1990) 2.

In the light of the important role of the small scale sector in the Indian

economy, the government in its Industrial Policy of 1977 has accorded a prestigious place

to the development of small scale and cottage industries. The main thrust of this industrial

policy was on the effective promotion of cottage and small industries widely dispersed in

rural areas and small towns. In the past, there was a tendency to proliferate schemes,
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agencies and organizations, which have tended more to confuse the average small and

rural entrepreneur than to encourage and help him. Under the Industrial Policy of the

govemment there will be one agency in each district to deal with all the requirements of

small and village industries. This will be called the District Industries Centre (DlC). ln

pursuance of the Industrial Policy Resolution, 1977, a programme for setting up DlCs as

an effective nodal agency for the promotion of cottage and small industries widely

dispersed in rural areas and small towns. The DIC programme was started on lst May

I978. as a centrally sponsored scheme. Under the programme each district was to have an

agency to deal with all the requirements of small and village industries.

3.2. Origin of DIC

One of the basic programmes of assistance required by small entrepreneurs

in the developing countries is a programme providing industrial extension service to

transmit knowledge and skill to persons engaged in industrial activities. Such assistance

is required in four main areas viz. economic, technical, management development and

product improvement (UNIDO 1969) 3.

Economic assistance starts with the counselling required for pre-investment

appraisals. for example, assessing the prospects of a particular industry, selecting a

location and estimating capital requirements and potential markets. After an enterprise

is started, small entrepreneurs will continue to require assistance regarding credit, raw

materials, labour. factory space, marketing, etc. Existing firms also needed such

counselling to diversify their products and to improve their efficiency.

Technical assistance covers, principally guidance in choice of raw materials,

machinery and tools, and their productive utilization. It includes advice on installation

of machinery, on plant layout and on techniques of production, maintenance, repairs and

testing.

Management development covers all aspects of business, such as obtaining

finance, production planning and control, marketing of products etc. It includes advice

on sources of credit, tools, costing, bookkeeping, advertising, publicity, sub-contracting

etc. Product Improvement covers improvement of design and standardisations.
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In this context it is suggested that the SSI units will be in need of industrial

extension services, which should be provided by the government. In view of the

multifarious functions expected of an institution for the development of SSI and the speed

and promptness with which services are expected to be rendered it is advisable to give such

institutions maximum fieedom and flexibility in their operations. In India, the district as a

focal point of industrial development gained currency from the middle of 1970s.

Prior to the establishment of DICs, there was no agency exclusively to look

after the development of industry except the district industries office with some supporting

staff. However, in l962 govemment introduced the Rural Industries Programme (RIP)

and Rural Artisan Programme (RAP) in order to bring about industrial development in

rural and backward areas in a phased manner. These programmes could not achieve the

desired effect and produced only partial results. The main reasons were that various

agencies operating at the district level were not in a position to provide enough assistance

to existing as well as potential entrepreneurs in establishing industrial units. This is due to

the absence of necessary expertise with the district industrial promotion officers and lack

of enough authority. As a consequence, small entrepreneurs were subjected to a lot of

hardship and delay in conceiving and executing their industrial projects. They were forced

to run from pillar to post to get various clearances / licences to establish a unit, which

involved a lot of expenditure and time. This led to the realisation of the need for

establishing an agency exclusively for assisting and promoting industries at the district

level. The Small hidustrial Extension Training Institute (SIET), Hyderabad, advised the

Government of India during the 6m Plan period, to establish a strong developmental

agency for industrial promotion at the district level, so that all problems of entrepreneurs

could be tackled and solved under a single roof. Following the SIET report, the

Government of India in the Industrial Policy Statement of 23 rd December 1977

announced the establishment of District Industries Centres.

Announcing the Industrial Policy Statement of 1977 Mr George Femandes the

then Union Minister of Industries made the following statement in the Parliament: “That

in each district there will be one agency to deal with all the requirements of small and

village industries. This will be called DISTRICT INDUSTRIES CENTRES (DIC).
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Under the single roof of DIC, all the services and support required by small and village

entrepreneurs will be provided. These will include economic investigation of the distn'ct’s

raw materials and other resources, supply of machinery and equipment, provision of raw

materials, arrangement for credit facilities, and an ‘effective step for marketing and a cell

for quality control, research and extension” (Industrial Policyl977) 4.

The DIC, therefore, is expected to provide all the services and facilities to

entrepreneurs under a single roof for setting up small and village industries. Looking at

the objectives of DICs there are three important functions, which the Dl(“.< could

discharge effectively.

DICs should act as a data bank, an information bank and a dissemination

centre, for giving prompt up-to-date and reliable information to anybody trying to set up

a small scale unit and the infonnation should cover not only with regard to licensing

procedures, but also about what is in the realm of feasibility and what is not.

Another area is regulatory work of registration, deregistration, monitoring

and utilization of credit, raw materials, processing of cases regarding supply of

machinery of hire purchase, marketing assistance etc.

The third aspect in which the DICs can play an effective role is with regard

to inter linkages with different institutions such as electricity department, department of

water supply, municipality / panchayat, town planning, commercial planning, etc. The

DlCs should function in close coordination with all agencies related to industrial

development at the district level. To ensure this there should be a single line of

command operating from the DIC for the entire field staff connected with industrial

promotion activities and diffusion of direction and responsibility should be provided to

enable DICs to adopt a result-oriented approach.

The DIC programme made rapid progress soon after its introduction by the

Central Government. The state governments were quick in responding to the centre’s

initiative and established DICs in a number of districts quite fast. This can be noted

from table 3.1.
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Table 3.1

Number of DICs Sanctioned

-n—

Year
No. of DICs
Sanctioned

— 1
I
|.
I
I Year

No. of DICs
Sanctioned

—

1978-79 346._ .._-_l___ We I 188?-88 422

1979-80 372 1988-89 422

1980-981 382 1989-90 if 94959

—

I

1981-82 385 1990-91 ‘I32
1982-83

I g 393
l

I 1991-92 I

1983-84 397-...  1 9929-993

ii;

I

1984-85
_._..-*..l...

I 3979
it I

199394

198§;86 397 1994195

I _. .__

1986-87 419 1995-96
I

I
1996-97 442

ii

Source; Vasant Desai (1995), Management of Srnall-scale Indusu1‘es,9Hi1na1aya Publications, Pp. 101 I

So far 442 DICs are established covering 442 districts. The four

metropolitan cities of Delhi, Mumbai, Kolkata and Chemtai are outside the pun/iew of

the DIC programme. I11 a number of districts created in recent years, proposals for

formation of DICs are pending with Development Commissioner, Small Scale

industries, (DC,SSI). In various states the urban part of the capital city or the major

industrial city is separated from rural parts. The DICs funded by the centre covers the

rural parts. whereas for the urban part separate DICs were established by the State

Directorate of Industries with its own finances. DC (SS1) does not fund those DICs

covering the urban partof the major industrial city of the state. Hyderabad district of

Andhra Pradesh is of this category where DIC is promoted by the state government.

The tremendous progress in the establishment of DICs can be attributed to the funding

policy of the Central Government.

3.3. Conceptualisation of DIC

A District Industries Centre is an institution at the district level which

provides all the sen/ices and facilities to entrepreneurs at one place, so that they may set

up small and village industries. It provides a focal point for the promotion of small,

tiny, village and cottage industries and to offer all the services and support to
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decentralized industries under a single roof at the pre-investment and post-investment

stages. The "District Industries Centres"(DICs) at the district headquarters make

available all the facilities to entrepreneurs under one roof at pre-investment and post

investment stages (Srivastava, 1981’) 5. It provides the services and facilities like the

identification of a suitable scheme, the preparation of a feasibility report, arrangements

for the supply of machinery and equipment, provision of raw-materials, credit facilities

and input for marketing and extension services, quality control, research and

entrepreneurial training.

The District Industries Centre should also ensure that small industries

continue to be viable. For this purpose, it provides all the facilities to the entrepreneur

under one roof at the district and sub-district levels. Suitable powers have now been

delegated by several departments of the state government to the District Industries

Centre, so that an entrepreneur may get fiom one agency all the needed assistance.

Efforts have been made to cover each district in the country with an industries centre.

By the end of 1978-79, the number of approved DICs had gone upto 346. At the end of

March 1998 the total number of DICs stands 442 (Desai Vasant, 1983) 6.

3.4. Rationale of DIC

There are several schemes for assisting rural entrepreneurs, and several

government corporations, banks etc are involved in implementing schemes such as Seed

Money Assistance, Scheme to Assist Educated Unemployed, Margin Money Assistance

Scheme, Financial Assistance to Backward Class Entrepreneurs, Central Subsidy

Scheme and Special Capital Incentive Scheme. The rural based entrepreneurs are often

unaware of such schemes, and even if they are aware of them, the requirement of

approaching different authorities and complicated procedures and endemic delay at each

point have been causing considerable frustration. The rationale of DIC programme is

that, by channelling assistance under all these schemes through the DICs, an

entrepreneur is enabled to get full benefit of various schemes with a minimum effort and

without inordinate delay.
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Today almost every country is aware of the possible causes and the honible

consequences of regional disparities. India, with its politico-economic federal structure, is

not free from regional disparities. Thus the Government of India in its Fourth and Fifth

Five Year Plans have accepted the goal of regional development more clearly, and have

taken steps for setting up agencies and formulating policies having greater spatial

orientation (Seshadri.l99l) 7. The programme of District Industries Centre was launched,

on ls‘ May 1978 to lessen the regional imbalance in the industrial development through

dispersal of industries from urban areas to semi-urban and rural areas.

Rural Industrialisation through the development of small scale industries has

been the goal of development in India since a long time. Various Industrial Policies in

the past emphasised development of small industries. However, institutional setup to

promote rural industrialisation was highly uncoordinated and therefore. it cannot

promote the task effectively. Thus there was a need to develop an integrated approach to

promote rural industries through a single agency, which could provide all types of

assistance from pilot survey to marketing of products for the entrepreneurs. Thus the

DIC programme were initiated with a avowed objective of providing an integrated

administrative framework at the district level to promote effective development of small

industries widely dispersed in rural and semi-urban areas (DC, SSI.l980) 8.

In view of the large employment potential in rural areas, the new industrial

policy has assigned an important role to the development of village and cottage

industries in those areas. To achieve these objectives the focal point of development has

been shifted from cities to small towns. To implement this policy, the Government

launched the DIC programme on ls‘ May 1978 to provide a focal point for the promotion

of small, tiny, village and cottage industries and to offer all the services and support to

the decentralised industries sector under a single roof at the pre-investment and post

investment stages. The main thrust of the DIC programme is on the development of

such industrial units as to create larger employment opportunities in rural and semi

urban areas.

As a part of ensuring people’s participation in the planning process, the

Ashok Metha Committee recommended a two-tier Panchayath Raj structure -- Zila
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Parishad at district level and Mandal Panchayath at Mandal (being a village cluster of

15000-20000 population) level —- which would provide opportunities for the elected

peoples‘ representatives to identify the needs and aspirations of the local people. As a

complement to this, the process of decentralised administration began with the subject

experts posted at district level, setting up of DICs having expertise leading to industrial

matters and setting up of district planning units (Aziz Abdul 1989) 9.

3.5. Functions of DIC

3.5.1.To survey existing, traditional and new industries, and raw materials and human

resources; to identify schemes and make market forecasts for different items; to

prepare sample techno-economic feasibility reports and other investment advice to

entrepreneurs.

3.5.2.To assess the machinery and equipment requirements of small scale, tiny and

village industries; to indicate the locations where machinery and equipment for

different plants may be available for entrepreneurs to liaison with research

institutions and arrange for the supply of machinery on hire purchase basis;

3.5.3. To arrange for training of entrepreneurs of small and tiny units and liaison with

Small Industries Service Institute, Small Industrial Extension Training Institute

and other institutions, to keep abreast of the latest research and development in

selected product lines and quality control methods.

3.5.4. To ascertain the raw material requirements of various units, their sources and

prices and to arrange for their bulk purchases and distribution to entrepreneurs.

3.5.5. To liaison with lead banks and other financial institutions, appraise applications,

monitor the flow of industrial credit in the district, and arrange for financial

assistance to entrepreneurs:

3.5.6. To organise marketing outlets, to liaison with government procurement agencies,

convey market intelligence to entrepreneurs, organise market surveys and market

development programmes.
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3.5.7. To give particular attention to the development of Khadi and Village and other

cottage industries, liaison with State Khadi and Village Industries Board and

organize training programmes for rural artisans.

3.5.8. To provide immediate aid required by entrepreneurs in respect of power supply,

licences required under municipal and health departments and Factories Act for

the establishment of industries.

3.5.9. To assist entrepreneurs in allotment of work sheds or sites required for
establishment of industries in industrial estates.

3.5.10. To help in arranging cent per cent loans to educated unemployed belonging to

scheduled castes, scheduled tribes and socially or economically backward

communities for starting industries under special employment schemes;

3.5.11. To help in extending suitable technical training to rural youth to pursue self

employment schemes;

3.5.12. To assist in arranging grant of central and state government concessions and

interest free sales tax loans, to provide capital for purchase of plant and

machinery, construction of buildings and allotment of sites to new industrialists;

3.5.13. To assist entrepreneurs of small scale units in establishing industries collectively

by formation of industrial cooperatives; . 1

n\

3.5.14. To arrange for the issue of guarantee deeds to new industries in respect of supply

of electricity by giving rebate.

3.6. Objectives of DIC

It was realised that unless the process of industrialisation is well dispersed

over the country and taken to the semi urban and rural areas, no real impetus to the

economic development could be possible. The main objective of DIC programme for

the development of the small industries have been to create large scale employment

opportunities, to promote decentralisation and to disperse industries, to develop agro
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based and ancillary industries, to improve the skills of artisans and quality of their

products, to reduce the role of subsidies and to step up the production of economic

goods and other essential articles having a large potential for exports. The small and

rural industries have therefore been treated as among the nation’s priority sectors. The

District Industries Centre constitutes an institutional device to provide the industrial

infrastructure at the door step of the entrepreneurs and to tackle the problems of small

scale sector with an integrated approach.

3.7. Role of DICs

An underlying consideration for the present approach to decentralised

industrial growth is that, small and tiny industries have the maximum employment

potential and in a capital-scarce and labour-surplus economy, any meaningful approach

to industrialisation should take into account the creation of new employment

opportunities with a minimum capital outlay. The rural bias in the policy reflects

govermnent’s anxiety to reverse the present trend of large scale migration of labour to

urban centres as also to provide scope for utilisation of resources and skills available in

rural areas for setting up employment-oriented ventures, partly or meeting local needs.

The DICs are being conceived as a single agency for making available all

the necessary facilities under one roof so that an entrepreneur can avoid the complicated

time- consuming process of getting various permissions and facilities form a large

number of departments and financial institutions.

Another role assigned to DICs is that of providing entrepreneurial advisory

services. Entrepreneurs intending to set up units in rural centres naturally should have

information about the prospects and marketability and availability of raw material inputs

etc. Guidance may be required in conducting feasibility studies and preparation of

project reports. The rural centres are not served by technical/commercial consultants,

and naturally the DICs are expected to provide these services to the prospective

entrepreneurs who need such services.

The manager of the economic investigation department of a DIC is

responsible for the survey of the position in respect of raw materials and human skills,
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for the identification of potential industries, for data collection on existing industries

and for the preparation of sample techno-economic feasibility studies.

The manager of the machinery and equipment section assesses the requirement

of the machinery and equipment needed by various small scale industries, including simple

machines for village industries, he ascertains their sources of supply in the country, maintains

list of prices and of suppliers, places orders on behalf of small entrepreneurs, and liaison with

various research institutions for the provision of R&D technology.

The manager of the research. extension and training section ascertains the

problems faced by small scale entrepreneurs in their production processes and methods

and in the procurement of quality raw—materials, and keeps abreast of R&D in select

product lines and quality control methods. He is also responsible for arranging training

courses in production management.

The manager of the raw materials department ascertains the raw materials

requirements of various units, their sources of supply and prices at which they are

available, and arranges for their co-operative or bulk purchases.

The manager in charge of the credit section explains various credit schemes

to entrepreneurs and helps them in filling up applications forms to financial institutions

and acts as a liaison of application received from small units. He also monitors the flow

of industrial credit in the district.

The manager for marketing organises market surveys and market

development programmes, conveys market intelligence to entrepreneurs, organises

marketing outlets, and liaison with the Government procurement agencies.

The manager for cottage industry pays special attention to khadi and village

industries, maintain liaison with the State Khadi Board, and similar organisations

engaged in promoting these industries, and organises training programmes for rural

artisans.
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3.8. Works Programme of DIC

The DICs are expected to prepare development programmes, in accordance

with the direction given by the Development Commissioner, Small Scale Industries.

The development programmes incorporated in the action plans, spell out the resources

available, skills, demand estimates, input, requirements of credit, raw-materials and

industrial accommodation. The action plans indicate the types of industries which can

be encouraged to be undertaken by the entrepreneurs in an area, target of new units to be

set up, generation of employment, production and investment in the new units. The

details of other programmes such as entrepreneurial development and training,

assistance to sick units, supply of raw-material finances, technical and technological

inputs and marketing assistance are also incorporated in the Action Plan.

3.9. DIC as a C0-ordinating Agency

The DICs which have been envisaged essentially as coordinating agencies

seek guidance from the existing agencies and utilise the expertise so gained for service of

small scale units (Desai Vasant, 1983) 10. The DICs are expected to develop close linkage

with the various organisations at central and state levels. In some states the lead banks

have already deputed their officers to act as Managers for credits in DICs, while

arrangements have also been made in several states to draw officers from State Financial

Corporations who act as managers. But in Kerala, DIC officers are not on deputation from

other agencies, but were appointed and promoted from the industrial department itself. In

order to have a close coordination with the Small Industries Development Organization

(SIDO) a branch of Small Industries Service Institute (SISI) is situated at Thrissur, so that

DICs can be easily accessible to the functions and programmes of SIDO.

From the above discussion it is observed that the DICs maintain a very close

link with the State as well as Central Level Organisations. These Organisations should

work hand in glove with DICs and provide all the necessary assistance to General

Manager of DICs, so that all inputs of these organisations are also made available to the

entrepreneurs under the DIC scheme.
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3.10. Financial Assistance to DIC

The DIC programme continues to be centrally sponsored scheme during

Ninth Plan Period. At the time of initiation of the DIC programme in 1978 the pattem of

central assistance envisaged was to provide a non-recurring) grant of Rs.5 lakhs per DIC

for the construction of office buildings, purchase of fumiture and other office

equipments including vehicles. The recurring grant for establishment of expenditure was

given to the extent of 75 per cent of the actual expenditure incurred which was limited

upto Rs.3.5 lakhs per DIC per annum (DC, SSI, 1984-85) H. This pattem of central

assistance was, however, changed during 1979-80. According to the pattem of central

assistance approved by National Development Council, which was effective from 1979

80, the central and state government share expenditure on 50:50 basis on each financial

component of the programme, namely (1) one time non-recurring grant for capital

expenditure and (2) recuning establishment grant for incentives and promotional

schemes and loans. The central assistance has been limited to Rs.3 lakhs per DIC

regarding both recurring and non-recurring grants, however, this limit was enhanced to

Rs.4 lakhs per DIC from 1985-86 onwards. ln the case of Union Territories 100 per cent

assistance is provided by the central government, subject to the approved expenditure

pattern and availability of funds (SlDO1988-89) '2.

From the above discussion it is clear that DIC scheme will continue as

centrally sponsored during the Ninth Plan and it poses an important question about the

Central Government Policy regarding the scheme in the subsequent Five Year Plans. lt

would be pertinent to mention that unless the central government is satisfied with the

working of DICs, the scheme needs to be monitored and assisted at the Central level. In

this way, central and state governments can mutually share and utilise their experiences

in the implementation of DIC schemes.

3.11. Monitoring the Programme of the DIC

The DIC programme is monitored at district, state, regional and the central

levels with a view to ensuring that each DIC works effectively to achieve the objectives

for which it has been set up (Desai Vasant 1998) 13.
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3.11.1. Central Level Coordination Committee

A Central coordination Committee has been set up with the Minister of

Industries as its Chairman and the Development Commissioner (SS1) Ministry of

Industries as its member secretary ( Pillai, V.R.1986)l4. It reviews the programmes.

policies and formalities at central level in the light of experiences gained.

3.11.2. Regional Coordination Committee

Five regional committees have been fonned in the country to provide

coordination and exchange of infonnation among the different states in the region. The entire

cotmtry has been divided into five regions, and includes the states mentioned as under:

3.11.21. Northem Region: - Jammu and Kashmir, Punjab, Haryana, Himachal Predesh,

Delhi and Chandigarh.

3.11.22. Eastem Region:- West Bengal, Bihar, Orissa, Assam, Arunachal Predesh,

Manipur, Meghalaya, Mizoram, Nagaland, Tripura, Sikkim, Andaman

& Nicobar Islands.

3.11.23. Central Region: - Madhya Pradesh, Rajasthan and Utter Pradesh.

3.11.24. Westem Region: - Gujarath, Maharastra, Dadra and Nagar , Haveli, Goa.

3.11.25. Southern Region: - Andhra Pradesh , Karnataka, Kerala, -Tamilnadu,

Pondicherry and Lakshadweep.

3.11.3. State Level Coordination Committee

Under DIC Scheme the States were advised to constitute state level

coordination committees. Accordingly in Kerala State the state level coordination

committee was constituted in 1978. In the state level committee, Minister of Industries

acts as Chairman. The committee was formed to review the functioning of DIC schemes

in the state, and formulate programmes at the state level and report to central

government on the progress and problem encountered in the implementation of DIC

scheme and solutions identified to enable the central government to review the progress

of DIC scheme, from time to time (Development commissioner1985) 15.
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3.11.4. District Advisory Committee

At district level, District Advisory Committee headed by District Collector

as Chairman was constituted in 1978 to provide suitable arrangement for effective

coordination between the DICs and other state govemment departments, local bodies

and non—official agencies. The committee was formed to review the DIC programme

and make recommendations for implementation of DIC scheme.

3.11.5. Monitoring Cell at the State Headquarters

A special cell has been constituted in the state level with the main objective

of reviewing the progress in various DICs in the state and ensuring adequate exchange

cf information, so that the experience gained by one DIC could be utilised by other

DICs. The cell has to test the information of the DICs regarding the promotional

activities as well as achievements. The outstanding achievements and problems are to

be intimated to the State Level Coordination Committee.

3.11.6. Monitoring Cell at the Development Commissioner (SSI)

This cell has been constituted at the national level with a view to watch and

guide in the implementation of the DIC schemes. The analysis of DIC scheme is made

on the basis of monthly and annual progress reports, which are being sent by DICs and

proper guide- lines were issued to the state governments to ensure the proper

implementation of DIC scheme.

From the above discussion, it is observed that the central government has given

great importance to DIC scheme. In order to make DIC effective, delegation of powers is

required. Accordingly, a brief account of the delegation of powers is given below.

3.12. Delegation of Powers

In order to make DIC effective, arrangements are further made to have

adequate delegation of powers from various agencies. For instance the powers for

allotment of land, work sheds etc, have been given to DICs. The state govermnent has

already delegated administrative powers and some of the financial‘ powers of the
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department of industries. The powers delegated to DICs may be broadly divided into

three groups:

3.12.1. Administrative Powers

(a) For running the office of DIC and for efficient discharge of regulatory functions.

(b) Tocarry out effective promotional and developmental activities.

3.12.2. Financial Powers

(a) Powers of Head of Office in respect of financial matters.

(b) Powers for promotion and developmental activities.

(c) Powers under the provision of Import Trade.

3.12.3. Control Policy

(a) Powers under Indian cooperative societies.

(b) Miscellaneous including those delegated by other departments.

Almost all the states have delegated administrative and financial powers to

the General Managers of DlCs, but administrative and financial powers for the

promotional and development activities have not been delegated adequately or formally

over the states (SIDO 1985-86) I6.

The researcher feels that the adequate dbelegation of powers to the General
Manager of DIC is important, so that entrepreneurs may not experience any delay in

availing of the assistance from DIC. Further adequate delegation of powers may develop

more interest. enthusiasm and job satisfaction for managers of DICs, otherwise they may

feel themselves as messengers and not managers.

3.13. Development of Linkages

The State Govemment has been advised to take initiative in developing

linkages with State and Central Institution and take steps for coordinating their activities

with those of the other bodies concerned with decentralised industrial sector. There

should be a fuller integration of the DIC programmes, which will have an impact on the

development of small and cottage industries. The Govemment of Tamil Nadu has issued
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instructions for reserving purchases of the Government Departments, Boards,

Corporations, etc, exclusively from cottage and small industries in respect of 13 groups

of items. It has also simplified procedures, so that no permission is required for

establishing units involving an investment of less than Rupee one lakh. The DICs are

actively engaged in developing linkages with programmes exclusively meant for

artisans, e.g. the Integrated lxural Development Programme. To provide additional

marketing outlets for the products of rural artisans and tiny units, the DICs have been

involved in the establishment of rural marketing and service centres. The procedure and

perfonna for obtaining small loans have been simplified to meet the requirements of

most of the units. A scheme of composite loan up to Rs.25000 for equipment or

working capital or both has been introduced.

3.13.1. Training

To ensure that the functional managers in the DICs have a clear idea of their

duties and that they effectively discharge their responsibilities, it has been proposed to

conduct training programmes for them. The first such training course for General

Managers was arranged at Hyderabad and Ahmedabad.

ln order to ensure that the General Managers and Functional Managers have

a clear idea of their duties and they effectively discharge their duties, special training

programmes were organised by reputed organisations in the country. The training

programmes included the communications of knowledge of the concept and policies of

the DIC programme, behavioural sciences, and technical component of the respective

disciplines of the Managers participating it.

3.13.2. Recommendations of the Working Group

The Working Group on the delegation of powers to District Industries

Centres and linkages with Central and State Govermnent organisations was set up at the

Workshop on Industries Centres which was convened in Delhi on 6m and 7th March

1978. This Working Group was comprised of:
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3.13.21.

3.13.22.

3.13.221

3.13.222

3.13.223

3.13.224.

Secretaries of Industries from the State Government of Uttar Predesh,

Gujarat and West Bengal, and

Representatives from the Department of Economic Affairs, Department of

Supply, the Reserve Bank of India, National Sniall Industries Corporation

and the Development Cormnissioner, Small Scale Industries. The Working

Group held its first meeting in New Delhi on 23"‘ March 1978. Among its

recommendations on the question of powers to be delegated to the DIC to

finalise the sanction and disbursement of loans, it was decided, after

considerable discussions of the various implications, to make the tollowmg

recommendations.

The project of new entrepreneurs should be appraised by officers of the

DICs. If they are found to be viable and bankable the party's banker, if any,

or the State Financial Corporations or both, if necessary, should be invited

to the DIC to participate in the proceedings for their final clearance. If a

project is cleared, the decision of the DIC should be accepted by all without

any further scrutiny. If an entrepreneur does not have any banker, it should

be the responsibility of the DIC to invite the bank in the district to join the

proceedings for the purpose of a financial assessment of the project. and

financial assistance should be extended, thereafter, by the participating bank

or SFC or both, wherever necessary.

As regards the availability of funds for any individual project, a DIC's

decision should commit a bank or SFC, or both where necessary, to the

extent of Rs.2 lakhs by way of tenn loans and an aggregate of Rs.3 lakhs,

including working capital loan.

The Working Group also recommended that the powers to sanction loans

upto a total of Rs.2 lakhs, including the working capital, should be delegated

to the district level officer by the banks and SFCs to ensure that no

reference to an authority above all this level may be necessary to sanction

and disburse loans upto these amounts.

Under the existing scheme of margin money, the Group recommended that a

specific sum of money may be allotted by the concemed Director of
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Industries to the DICs to be utilised for margin, so that assistance to the

extent of 10 per cent of the total investment, including fixed capital, of

Rs.20000--whichever is less--may be disbursed to an entrepreneur by a DIC.

3.13.225. The Group further recommended that all the subsidy schemes, which were

being implemented at the state level, should be made at the level of the DIC

by a delegation of powers to the General Manager of DIC.

Under the district industries scheme, a Group on "Target Audience and

Approach in Rural Areas“ was formed, which held a workshop in Delhi. The terms of

references of the Group were:

(a) To define the target audience under a DIC

(b) To review the existing facilities under the various programmes as backward areas

of developments, rural artisans and rural industries projects for the target

population and

(c) To suggest package of Assistance for the Target Audience.

In the area of financial assistance, Group suggested that:

(i) The nationalized banks may be asked to provide loans upto Rupees 1 lakh of the

amount of investment in plant and machinery at 10 per cent interest without

demanding any collateral security.

(ii) Loans advanced by banks to the target population may be recovered as areas of

land revenue.

(iii) No collateral security should be demanded from the entrepreneurs for the state aid.

(iv) In a district in which a district industries centre has been set up, the deposit
investment ratio of the nationalized bank should be 1:1.

(v) At the state levels 15 per cent of the funds of the nationalized bank should be

earmarked for rural industrialisation.

(vi) The nationalized banks may be asked to operate the 1DBI's refinance scheme on

loans given to the tiny and small entrepreneurs so that the advantages available

through the [DBI‘s refinance scheme are passed on to the small and tiny

entrepreneurs.
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(vii) Under the lead bank scheme, it may be made mandatory for banks in a district

industries centre to adopt each block. For villagers which are located in interior,

the nationalized banks in the districts may operate a mobile van scheme; each

bank van may visit each village twice a week, collect deposits and advance loans

to small and cottage industries.

(viii) The banks operating agricultural branches may be asked to give industrial loans to

small and tiny entrepreneurs through such branches.

3.13.3. Linkage with other state level organisations

The DIC maintains a very close link with other state level organisations such

as State Financial Corporations (SFC) and State Small Industries Development

Corporations (SSIDC). These state level organisations work in close cooperation with the

DIC and provide all the necessary assistance to their General Manager so that all the inputs

of these organisations are also made available to the entrepreneurs under the DIC.

The linkages among Govemment, State Financial Corporations (SFC),

Small- Scale Industries Development Corporation (SSIDC), Bank, DIC and Small scale

sector are shown in the figure 1 given below.

Linkage with state level organizations

i in Gioveinmenl I

{ 59| J i TINY SECTOR I i i
Source: Vasant Desai, (1989) Problems and Prospects of SSI in India. Himalaya

Publishing House.P.124
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The function of the DICs is to help small industries and rural artisans in

backward areas. So far various facilities for the development of small industries have

benefited mainly the more well to do entrepreneurs who manufacture sophisticated

items in the small scale sector. The DIC must help the weaker section of the community

in rural and backward areas so that they may get all the assistance they need to set up

village industries and improve their own economic condition.

3.14. Organisational Set up of DIC

The DIC scheme was started as a centrally sponsored scheme, but the

responsibility for its implementation has been entrusted with state governments. Under

the organisational set up suggested by Govemment of India, each DIC includes a

General Manager who is assisted by seven Functional Managers’ to deal within the

following subjects:

1. Economic Investigation

2. Machinery and Equipment

3. Research, Extension and Training

4. Raw-materials and Infrastructure

5. Credit

6. Marketing and Ancillary

7. Technical Officer

The number of functional managers was kept flexible keeping in view of the

size , population and potentialities of various districts and this number varies from four

to seven (DC,SSI 1980) 17.

3.15. Restructuring of the DIC

The organisational structure of DICs was reviewed during the year 1980 and

it was decided to restructure their composition and functioning to make them more

relevant to the area with effect from lst April 1981.

In order to have an intensive review of the working of DICs and to make it

the base for restructuring of DICs, a study was conducted by the Ministry of Industries,

to collect information and views of all the state governments in respect of the
perfonnance and other promotional aspects of the DIC programme. The Study Team
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selected one from each from the Northem, Central, Westem, Southern and Eastem

regions of the country. The Study Team comprises of the representatives of the Ministry

of Industries, Ministry of Commerce, Ministry of Rural and Reconstruction, RBI and

Development Commissioner, Small ‘Scale Industries- The selected DICs were Anantnag

in Jammu and Kashmir, Alwar in Rajasthan, Surendemagar in Gujarat, Sundargarh in

Orissa and Ramanathapuram in Tamil Nadu. It was, therefore, decided to modify the

organisational structure of DICs. The restructured DICs would have a General Manager

and four Functional Managers, of which there would be mandatory in the fields of

l. Economic Investigation

2. Credit and

3. Village Industries.

The state Governments were free to appoint a fourth manager for any of the

other areas such as raw materials, marketing, training, information and infrastructure,

depending upon the specific requirements of each district.

In 1984, on the basis of the observation of Coordination Committee of the

DICs, a more positive role was assigned to the DICs in the seventh plan, which
emphasises the need for greater delegation of powers to the DICs by the State
Government particularly relating to raw materials, allotment of industrial sheds, power,

margin money, investment subsidy and incentives. The DICs are being restructured to

make them technically and professionally competent. With a view to enable the DICs to

recruit project managers (Technical) and other functional mangers of desired calibre etc.

The ceiling on Central Assistance for establishment expenditure has been raised

(Government of Kerala 1986) 18.

3.16. Performance of DIC

Efforts have been made to cover each district in the country with a District

Industries Centre. The performance of the DIC during the last 20 years has been
presented in Table 3.2.

Over the years the DICs have identified 79.84 lakh entrepreneurs; new
provisional registration was done in the case of 47.95 lakhs, number of units established

23.54 lakhs small scale industries and 57.27 lakhs artisan units by providing credit of

Rs.23O.94 crores. The additional employment generated was of the order of 197.43 lakhs.
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If these figures are to be believed, the performance of the DICs are
exemplary and it also indicated that the country has abundance of entrepreneurial and

artisan talent. At this rate, the country should have prospered immensely, but that is not

happened. Thus it can be presumed that the figures are deceptive. There is something

missing and a correct picture is not seen emerged. The gap between the other statistics is

quite wide and beyond comprehension.
Table 3.2

DIC’s Physical Achievements
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Source:-DIC Programme Physica1Achievements, Dieyielopment Commissioner, 1984-85
a11d 1999 - 2000, Small Scale Industries, New Delhi.
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3.17. Package of Assistance offered by DICs.

It is a matter of gratification that a DIC aims at providing all types of

assistance as far as possible and practicable at pre-investment and post-investment

stages at district level. This is discussed below:

3.17.1. Assistance offered at Pre-Investment stages:

With the fonnation of DICs, the change took place in the mode of

registration as the powers have been decentralised. At present the registration is granted

by the DIC concemed. It is explained hereunder:

3.17.11. Grant of Registration

With the establishment of DICs powers have been delegated to this agency

to make a registration. Therefore, the primary function of DICs is to grant registration

to the entrepreneurs, so that entrepreneurs can avail of the special incentives offered by

govemment for the development of small scale industries.

The registration of small scale industries is done in two stages:

3.17.11 1. Provisional Registration

Provisional registration is accorded in order to enable an entrepreneur to

take the necessary steps to bring the unit into existence. "Provisional Registration" is

converted into a "Permanent Registration" after the unit provides satisfactory proof of its

having come into existence. Govemment has introduced "Single Window System" to

obtain all licences / clearances / certificates required for an industry within a prescribed

time limit. The provisional registration is valid for one year which can be extended to

two years by the intervals of six months. Total validity is three years. But the extension

of period is subject to the production of satisfactory proof that the party is taking active

steps to establish the unit but could not complete the same (DI&C 1998)”.

Provisional Registration may entitle the party to

(a) Apply for a shed in industrial estate and material for construction of shed.
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(b) Apply to Corporation/ Municipal or Local authorities for permission to construct

the shed for the establishment of the unit.

(c) Apply for power connection.

(d) Apply for financial assistance to banks and other financial institutions on the basis

of project report as may be required by them.

(e) Apply to National Small Industries Corporations (NSIC) or other institutions for

procuring machinery on hire purchase basis.

(0 Take other steps that may be necessary for the establishment of the unit.

3.17.112. Permanent Registration

When the party has taken all the steps to establish the unit, i.e. when the

factory building is ready, power connection has been given, the machinery has been

installed etc., he may apply for the regular registration of the unit. Powers have been

delegated to DICs for issuing the Permanent Registration Certificates.

On the receipt of application from the unit-holder, the Manager of DIC

inspects the unit. On being satisfied that the unit is capable of production activity, a

"Registration" certificate is issued.

All registered units are required to submit half-yearly reports of the raw

materials received/utilised, stock in hand, production and sales to DIC. Failure to submit

such statements within the prescribed period may constitute adequate ground for

refusing to sponsor application for import/allocation of raw-materials (DIC 2001) 20. SSI

registration fees are given in Table 3.3.
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Table 3.3

. SSI unit’s registration fees in Kerala.

I

Serial . . . Registration ofDescription of units .Numbers 1 j Ufills[._.
l

M 1Units having investment in n§;¢hih¢1y and it Rs. 100/
equipment upto Rs. 2 lakhs  g l

2 0 Above Rs. 2 lakhs but below Rs. 10 lakhs f. Rs. 500/
1

I

__l

ti_____ _. ____ _ _
Above Rs 10 lakhs but below Rs. 25 lakhs Rs. 1000/3 at

_:-|i_ _ _-;~—

l"vc Rs.25 lalzlis b w Rs. 50 lakhs Rs. 2000/

:[>
CT
C

CIP*
CT‘

£1.
O

4 :
5 Above Rs. 50 lakhs Rs. 4000/

Source:- G.O.M.S. No.665/99/ Fin dated 1.3.99.  9

Record numbers of 99909 units were provisionally registered in the state,

which reflects the intentions of potential entrepreneurs to start small scale units (Dl&C

1999)".

3.17.113. Deregistration of Units

The DIC has been empowered to de-register any unit if it fails to fulfil its

requirements. Thus a small scale unit already registered may be deregistered on any one

or more of the following grounds:

l. If the unit remained closed continuously for a period exceeding one year.

2. If the unit has been proved to have misutilised raw materials allocated to it.

3. If the unit failed/refused/avoided to give full and truthful information as called by

the registering authority from time to time and particularly the half yearly report.

4. If the unit is found to be a subsidiary of or owned or controlled by medium and

large scale industries.

5. If the fixed investment in plant and machinery exceeds the fixed investment ceiling

prescribed in the definition of small scale industries.

The orders for deregistration are signed by the General Manager of DIC,

where the unit is situated. However, the General Manager is should send a show cause

notice to the party and give 30 days time for reply.
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3.17.114. Grant of Registration for units intending to expand / diversify

4

The DIC has laid down a complete system of procedures for introducing any

kind of diversification or expansion in the units. Thus, according to those norms, a unit

which wants to expand by increasing the production of the item for which it is already

registered need not obtain any fresh registration or any endorsement on its registration

certificate unless it involves the additional plant and machinery and consumption of

additional scarce and imported raw materials. A unit which may desire to diversify its

production by addition of one or more item for which it was not already registered will

have to get its registration certificate duly endorsed for such items after technical

inspection.

In case of an entrepreneur who intends to manufacture new products and has

installed or proposes to install additional machinery and require scarce raw materials

will have to apply to the DIC concemed.

3.17.12. Prime Minister’s Rozgar Yojana (PMRY)

The objective of the scheme is to provide sustainable employment to

educated unemployed youth in micro enterprises, which will include manufacturing,

business and service ventures. An amount of Rs.31l.04 crores was sanctioned to 56690

persons and Rs.l82.83 crores was disbursed to 34175 beneficiaries for setting up of

their own self employment ventures during the period of 1996-1999 (DI&Cl999) 22.

3.17.13. Single Window System

Government has introduced “single window system” to obtain all clearances

or certificates or licenses required for an industry within a prescribed time limit. It is

expected that this will positively change the industrial scenario of the state rapidly.

A green channel committee has been constituted in every district with

District Collector as Chainnan. General Manager District Industries Centre, as

Convener and with the district heads of all related departments as members. The

committees facilitate timely issue of licences and clearances and function as a single

window for industry.
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3.17.14. Preparation of Feasibility Reports

o

A feasibility report is an appraisal of project based on certain information

and factual data. Feasibility report enables an entrepreneur to know the inputs required

and if rightly prepared confonns to the conviction that he is proceeding in the right

direction. To appraise the units DlCs perfonn the different types of activities. A brief

classification of these activities is given below:

(a) Economic and Commercial Analysis: To detennine whether the project is sound

from the economic point of view and assess the demand and marketability of

product.

(b) Financial Feasibility: To detennine whether the project is financially viable.

(c) Technical Feasibility: To determine whether the specification of technical

parameters are realistic.

(d) Miscellaneous aspects depending upon the peculiarities of a particular area where

the project is to be undertaken.

It is generally believed by the financial agencies that the project reports

prepared by DICs are not based on factual information and, therefore, most of the cases

are refused by financial agencies though recommended by DICs. Cost of project report

and technical know—how is subsidised to the extent of 100 per cent from National

Research Development Corporation of India (NRDC) and 50 per cent from other

approved sources, upto a maximum limit of Rs.l0000 (DI&C 2000) 23.

3.17.15. Women Industries Programme

Units which are owned or managed by women and with not less than 80 per

cent women employees are considered as women industrial units. There are special

assistances to these units, such as

3.l7.l5l. Fifty per cent of the cost of building as grant subject to a maximum of
Rs.50000/

3.17.152. Fifty per cent grant on cost of machinery and equipment subject to maximum

of Rs.75000/
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3.17.153. Rent grant for four years upto a maximum of Rs.750/- on a tapering basis of.

100 per cent for first year. 75 per cent for second year, fifty per cent for third

year and 25 per cent for the last and fourth year.

3.17.154. Salary grant to one expert and one manager for four years upto a maximum of

Rs.750/- on tapering basis as referred above in the rent grant.

3.17.155. Stipend to trainee’s upto maximum of Rs.500/— per trainee per month for six

months and maximum wastage allowance of Rs.2000/- per annum. Both

stipend and wastage allowance together should not exceed Rs.1000O/- per

annum per institution.

3.17.156. Fifty per cent of the hire purchase charges limited to a maximum of
Rs.25000/- to units housed in Mini Industrial Estates will be sanctioned as

grant.

3.17.157. Share capital to Women’s Industrial Co-operative Society subject to a ceiling

of Rs.3.50 lakhs. The scheme is implemented through district panchayat.

During the period 1996 to 1999, 4431 industrial units were registered under

Women Industries Programme. An intensive programme has been launched to generate

more employment opportunities to women. In order to achieve this goal, coordinating

and monitoring of the implementation of various women employment generating

schemes are being operated by various departments and agencies. Government found it

necessary to form a state level body and accordingly a state level women cell has been

constituted. Units owned and managed by women entrepreneurs are eligible for 50 per

cent subsidy for building and machinery (each limited to Rs.25000/-), rent subsidy,

managerial grant, stipendiary, training etc (D[&C 1997) 24.

3.17.16. Training and study tour programmes for potential entrepreneurs

If there are some entrepreneurs who are interested in the establishment of a

particular unit but lacking the knowledge about it, in this comection, it is pleasure to note

that the DICs have made the arrangements for training of those entrepreneurs. The

entrepreneurs are sent to the already established units of the same nature for training.

Assistance is also provided to the entrepreneurs for acquiring necessary technical know-how.
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3.17.17. Training of Managers of Small Scale Industries

According to Singh (1977) 25, more than 60 percent of new. units never last

over five years and the reasons for majority of failures is a lack of proper organisation

and management know-how. Thus DIC organises training courses in reputed training

institutions to the managers, executives and assistant executives of small scale units. It

is pertinent to state here that small units are mostly managed by owners of the units, but

some of them are lacking the efficiency in the field of management. They are

overenthusiastic about their projects. Inefficient managers shift their responsibilities to

other shoulders and hold external factors responsible for their failure.

3.17.18. Training to various activities

It is a pleasure to note that DlCs are imparting training to the boys and girls

in various activities viz. leather footwear manufacturing, printing, candle manufacturing

etc. Each session of a training course runs for three months to six months and during

this period stipend is paid to the trainees.

District Industries Centres organises Entrepreneurial Development

Programme (EDP) with the help of Directorate of Industries and Commerce, Small

Industries Service Institute, Kerala Industrial and Technical Consultancy Organisation

(KITCO), SIDBI. Centre for Management Development (CMD), State Financial

Corporations. Commercial Banks and other agencies concerned for the development of

awareness in the minds of the people consisting of skilled /semiskilled and

educated/uneducated persons. The DICs refer the entrepreneurs to these institutes for

seeking knowledge in wide range of subjects.

The manager of Emakulam DIC has reported that at the instance of DIC

Ernakulam the Kerala State Productivity Council conducted a training programme for

30 trainees (SC/ST) each from seven backward taluks. But none of them was able to

start units due to the inability of the DIC to provide financial assistance for lack of funds

(Govemment of Kerala 1994-95) 26.
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3.17.2. Assistance offered at post -investment stages

3.17.21. Assistance for supply of raw materials

Though there are nearly 2 lakhs registered SSI units in Kerala, many of them

are not properly functioning due to shortage of raw materials. In Kerala state raw

materials are issued by Small Industries Development Corporation on the basis of

assessment made by DICs. General Managers of DICs were authorised to recommend

the cases of units directly to those agencies for the supply of raw materials. The supply

of raw materials being made by SIDCO is confined to supply of scarce raw materials for

SSIs. It is argued that there is a strong need to streamline the activities of SIDCO to

procure and distribute raw materials to SSI units. Many small units are facing the

problem of lack of raw materials and fall into the category of sick units.

To overcome this problem, the General Manager of DICs should be

empowered to recommend the cases directly to the agencies concemed or SIDCO

should undertake the supply of all types of raw materials to the units or in altemative

DICs should have their own ‘Raw materials Banks’ in order to supply the raw materials

of required quality, and at the required time. The establishment of these banks should

not only put an end for procedural delay but also provide all facilities to the unitholders

under one roof. However the strict vigil of DIC’s on the units is strongly recommended

to see that the raw materials allotted to the units are not misused.

In addition to above, DICs also recommend the cases of units requiring

imported raw materials to the Director of the Industries and Commerce which, in tum,

recommend the cases to the Controller of Imports and Exports for the grant of import

licences in favour of the said units. Further Central Sales Tax (CST) charged on the raw

materials brought from outside the state is refunded to the unitholders for a period of

five years from the date of commencement of production at the rate of 4 per cent of
Central Sale Tax.

3.17.22. Supply of machinery on hire purchase

One of the major conclusions of International Planning Team 1953-54 was

that deficiencies in small scale industries arose from the then prevailing methods of
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production. The reluctance of small units to install modem and up-to-date machinery

due to insufficient funds. It was, therefore, against this background that the scheme for

the supply of machinery on hire purchase basis was formulated. The unitholder can

purchase the machinery from National Small Industries Corporations (NSIC) on hire

purchase basis.

The forms for the purchase of machinery from the National Small Industries

Corporation (NSIC) are obtained from Small Industries Service Institute (SISI) or

Directorate of Industries and Commerce or from the Regional Office of NSIC. These

forms are prepared in quadruplicate. The original and two copies of these are submitted

to the concerned office of National Small Industries Corporation. The Regional office

of NSIC forward two copies of application to the General Manager of DIC. After

obtaining recommendation / comments from the Directorate of Industries and

Commerce, the application is placed before the State Level Committee (SLC) for

consideration. The applications recommended by state level committee are considered

for supply of machinery.

From the above discussion it is leamt that DICs also helps the entrepreneurs

in the procurement of machinery on hire purchase. but procedure for procurement of

machinery from NSIC is circuitous. Due to this lengthy procedure, some entrepreneurs

are frustrated and hence give up the idea of procuring the machinery on hire purchase

from NSIC. It is, therefore, suggested that the forms for purchase of machinery from

NSIC be made available in the office of each DIC. The General Manager of the DIC

should be authorized for the submission of the forms directly to the office of NSIC.

3.17.23. Marketing Assistance

Marketing occupies an important place in the management of small scale

industries. But, unfortunately, in Kerala the state small scale units suffer much on

account of competition. In order to help to boost the products of small scale units DIC

have undertaken various activities, which are as follows:

(1) To organize market survey, market development programmes.

(2) To organize market outlets.
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(3) To kee and assist small industries in maintainin and developing standards,P 8
quality control measures and liaison with testing centres.

(4) To assist small units for participation in purchase programmes of State and Central

Governments, Local Bodies and Public Undertaking

In spite of the above activities undertaken by DICs the field survey revealed

that unawareness about the procedure for participation, tedious formalities,

understandardisation of the products and insufficient production have been the main

barriers in the way of participation by small unitholders in the purchase programme of

the Central Government, though the procedure for participation in Central Government

purchase programme has been revised and made easy. Now the units registered with the

National Small Industries Corporation (N SIC) would be treated at par with those

registered with the Director General of Supplies and Disposals (DGS &D). The

application form for registration has now to be submitted to the SISI set up in Thrissur.

The application should be considered for supply of machinery on the recommendation

of DIC or in altemative of this, the Small Industries Development Corporation should

undertake the supply of machinery on hire purchase basis as Uttar Pradesh State Small

Scale Industries Development Corporations (UPSICOP) provides machinery on hire

purchase basis in UP in collaboration with the State Bank of India.

3.17.231. Exhibition

In order to display the end-product of small scale units and to project

achievements made in various other industrial fields, DICs organises the exhibition.

The exhibition helps the entrepreneurs in identification of potential avenues of

marketing and product development. Additional advantage of exhibition is that the

interaction among various unitholders is generated, which augurs well for the

development of an industrial culture.

Over and above this, small scale unitholders are provided assistance in other

respects discussed as under:
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3.17.232. Price preference

In order to compete with the large scale industries, 15 per cent price

preference is allowed in the purchase of products by Government and Govemment

controlled organisations from products of the small scale units registered by the DICs,

manufactured within the state. A 5 per cent price preference is allotted to products of

industries outside the state and products of large and medium units within the state. No

price preference over products of government units. SS1 units are exempted from earnest

money deposit and security deposit in tenders by govermnent and government

controlled institutions (DI&C1997) 27. A 2 per cent additional price preference for the

product having SSI registration (SIDCO 1991) 23.

3.17.233. Sales Tax exemption

New SSI units other than that notified from time to time set up on or after

1.4.93 are eligible for exemption in KGST, CST, Purchase Tax and surcharge for a

period of seven years upto a monetary limit equal to 100 per cent of the fixed capital

investment. Existing SSI units which effect expansion, diversification or modemisation

on or after 1.4.93 are eligible for three years tax exemption upto a monetary limit equal

to the value of machinery and equipments installed for expansion, diversification and

modernisation.

3.17.24. Reservation of items

In order to assist the small scale industries for participation in Central

Government purchase programme 409 items have been reserved by Central Government

for exclusive purchase from small scale units (DCSSI 1997) 23. In addition to this the

govemment has reserved 822 items for exclusive manufacture in small scale units

(Nadakami 1983) 29. Table 3.4 shows the reservation of items (SIDCO) for exclusive

production by the small scale sector.

However, the purchases by government from small scale units are possible

in case the quality of products are good and supply sufficient. But it has been observed
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that the poor quality of goods produced by the small scale units is one of the barriers for

participation in the govermnent purchase programme.

Therefore, the role of DICs in this respect is significant. The DICs should

ensure the regular supply of required quality and quantity of raw materials. Further the

DICs should extend assistance to unitholders in the field of exports. In this connection, the

activities of DICs should include dissemination of information about the foreign markets,

consultancy service in the matter of export procedures and package of incentives being

offered by the govemment, identification of small scale units already possessing necessary

equipments and skills to undertake production of item having export potential,

organisation of training programmes on export marketing, maintaining liaison with

concemed export development agencies, meetings and seminars on export promotion etc.

Table 3.4

Reservation of items (SIDO) for Exclusive Production in Small Scale Sector

Years
ll

ll Number of Items Addition /Deletion
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One of the handicaps being faced by industrialists is the lack of space

(escalating land value) to carry on manufacturing activities. .T his difficulty discourages

many entrepreneurs in the establishment of their own units, because a lot of money is

required to buy land and construct building at a place having all the required facilities,

viz. transport, lighting, banks, post office etc. What role is being played by DICs in this

respect will be a matter of discussion.

3.17.25. Industrial estate

The entrepreneurs are facing the problem in the selection of suitable

locations. The main problems connected with the selection are availability of labour,

power, lighting, roads, banks, transport, post office etc. With the establishment of

industrial estates a solution to this problem has been found. The industrial estate

programme was launched in lndia in 1955 with the objectives of encouraging the small

scale units.

Kerala adopted the industrial estate programme during the Second Five Year

Plan. during which seven industrial estates were established in seven districts. Eleven

more were established during the Third Plan period. The Industries Department acquired

development plots also in suitable areas and allotted them to small scale entrepreneurs

on hire purchase basis. This arose the chemical estate at Aroor and the Kalamassery

estate at Emakulam. Functional estates were also organized for rubber and plastics at

Changanacherry and for ceramics in Kollam. The first series of seven major industrial

estates were constructed by Government, but the second series of eleven estates were

constructed by the Kerala State Small Industries Corporation (KSSIC), which was also

entrusted with the management of all the 18 estates according to the pattern adopted by

the Central Government, when the KSSIC and the Kerala Employment Promotional

Corporation (KEPC) was amalgamated in 1975 to form the Kerela State Small

Industries Development and Employment Corporations Limited (SIDECO). It becomes

the promotional agency for the development of SSI sector and management of all the

industrial estates through the concerned DICs. Details of these industrial estates are

given in the Table 3.5. The information given in Table 3.5 reveals that there are 348

units in major industrial estates in Kerala out of these 300 units are functioning and 48
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units are not functioning. In Mini industrial estates there are 329 units among them 159

are functioning units and 170 units are not functioning.

Table 3.5

Major Industrial Estates in Kerala

‘ Name of the Industrial Estate
1 _ ,_ ,_
l Totall\lurnber of Units l UnitsWorking  Units Idling‘I. _ ,, _
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Source: Government of Kerala, (1986): Formulation of the Five Year Plan, 930-95
Background Paper on SS1, State Planning Board, Thiruvananthapuram

3.17.26. Industrial land and plots! factory sheds

Developed land is made available to entrepreneurs at subsidised cost. This is

available on outright purchase or on hire purchase basis. The entrepreneur has to make

an initial payment of 10 per cent of the cost of land and the balance of 90 per cent has to
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be paid in 10 instalments with an interest of 15.5 per cent. Factory sheds with all the

infrastructural facilities are also made available to entrepreneurs in the industrial estates

and mini industrial estates. Industrial shed will be available for SC/ST categories

exclusively on rental basis.

3.17.27. Margin Money Loan (Seed Capital Loan)

All newly registered SSI units other than those categories of industries

specifically excluded by the Govermnent shall be eligible for assistance under this

scheme. An amount upto Rs.2.5 lakhs at an interest rate of 9 per cent will be extended to

the units. The loan is to be repaid in sixteen equal quarterly instalments. The first

instalment due is 3 months after the date on which the last instalment of tenn loans fell

due and shall full originally scheduled by the bank/finance institutions or on completion

of the 515‘ month of disbursement of Margin Money Loan (MML), whichever is earlier.

Penal interest is 2.75 per cent. Margin Money Loan is also paying to Non Resident

Keralites (NRKs). This scheme is to assist the technically qualified Non Resident

Keralites (NRKs). The limit is Rs.5 lakhs. Interest is 9 per cent and penal interest is

2.75 per cent.

3.17.28. State Investment Subsidy

New industrial units are eligible for an investment subsidy of 10 per cent

subject to a maximum of Rs.5 lakhs. But units set-up in the industrial parks, growth

centres and units set-up in Idukki and Wayanad districts are eligible for a maximum of

Rs.lO lakhs and for thrust industries like Export Oriented Units (EOUs), Rubber Based

Units, Information Technology, Food Processing, Ready Made Gannents, Tourism,

Ayurvedic Medicines, Mining, Light Engineering, Bio Technology, Sea Foods etc. The

ceiling of investment subsidy is 15 per cent subject to a maximum of Rs.l5 lakhs except

of IT. Thrust sector industries in Idukki and Wayanad districts are eligible for 25 per

cent State Investment Subsidy subject to a maximum of Rs.25 Lakhs.

3.17.29. Sick Unit’s Revival Programme

Industrial sickness may manifest in several fonns depending upon the cause

and nature of sickness. “A sick unit is an unhealthy unit to a common man, a profit
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postponing unit to an investor, a discouraging unit to an industrialist, a doubtful debtor

and a weak borrower to a creditor, an industrial problem to the govermnent; a victim of

technological change to a technocrat, a bad employer to workers and a source of wastage

of resources to the economy” (Reddy 1987) 30.

In terms of the definition evolved by the Reserve Bank of India, an

industrial unit is regarded as sick if it has incurred cash loss for one year and in the

judgment of bank, it is likely to continue to incur cash loss in the two following years

and it has imbalance in its financial structure as current ratio being less than l:l and

worsening debt -equity ratio.

Available data on Indian industrial scenario indicate that industrial sickness

has been growing. Industrial sickness continues to remain a major area of concem.

During 1998-2000 Kerala Government has already created professional groups in the

state at the district level, to provide necessary assistance to sick SSI units. The

specialised teams will survey individual sick units and also incipient sick units suggest

appropriate measures for revitalizing and will help in preparing feasible revival project

report and provide them with necessary marketing support. As a result 856 units were

identified as sick, 152 units were registered as sick and 42 units were revived for the

period from 01.04.1998 to 31-12-1999. At present Rs.l lakh is given as margin money

loan under Sick Unit Revival Programme. Also rescheduling facility and deferment of

recovery action etc. are available. The cost of Rehabilitation Project report subject to a

maximum of Rs.2000/- which will be reimbursed to each unit (DI&C 2001) 3 1.

From the above discussion it is observed that DICs have been provided with

broad» based organisational structure to carry out various programmes and activities.

DICs play the role of a facilitator for promoting the growth of small scale units within

the district. After a general review of the functions, role and importance of the DICs, the

study goes on to evaluate the performance of DICs in Kerala, and the various

operational problems faced by them, including those related to organisational structure

of the DICs and their working methods in the next chapters.
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CHAPTER IV

PERFORMANCE OF DICs IN KERALA

(A Non-Theoretical Analysis)

ln an attempt to industrialize the country, it has been noted in the foregoing

chapters that the Central as well as the State Govemments have been taking a series of

measures from time to time in a planned manner. The DIC is a step in this direction.

With a view to assess the performance of DICs on the industrial scenario of the state, it

would be in the fitness of things to examine in greater detail the organizational structure

of DICs, to make a macro analysis of performance of DICs and make an analysis of the

performance of DIC assisted SSI units. Thus, this Chapter is divided into three parts.

Pan 4.1 is an examination of the organizational structure of DICs. Part 4.2 is the

Performance of DICs in Kerala - A Macro Analysis on the basis of secondary data. Part

4.3 highlights Performance of DIC assisted SSI units on the basis of primary data.

4.1. Organizational structure of DICs

As the DIC is one of the most important agencies for planning, organising

and implementing industrial development programmes at the district level it need hardly

be emphasised that its success depends upon the existence of a sound organisational

stmcture. The analysis about the organisational structure is largely based on the
discussions held with the officials of various DICs and also with those at state level.

The nature of the functions performed by DICs is two pronged, i.e. (1) Developmental

and (2) Regulatory.

The developmental role covers (i) Industrial extension services, which

include planning for industrialization in the context of Village and Small Industries

(VSI) with respect to the district and subunits. (ii) Building up an information base of

relevance to existing and prospective entrepreneurs and dissemination of data and

counselling services.

Regulatory responsibilities cover a wide range of services such as

registration of SSI units, recommending the cases for raw material allotment, processing
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application for import of machinery, allotment of factory shed, and appraisal of loan

applications etc.

The regulatory functions should subserve and should be used as instruments

for making the development role more wide-spread and effective.

4.1.1. General Manager

Each DIC is headed by a General Manager who is responsible for the

overall coordination and development of SSI including village industries in the district

and ensure the implementation of action plans drawn up for promoting and developing

small scale, cottage and village industries in the district. General Manager is the

kingpin of the DIC programme. He has to provide leadership to the team operating

under him. He should be an effective instrument in initiating the massive programme of

rural industrialisation and identification of growth centres in the district.

Four functional Managers assist the General Manager. They look after four

disciplines, viz (i) Economic Investigation - Information & Infrastructure (2) Credit (3)

Raw Materials & Marketing (4) Village Industries & Training (VI&T). They are to be

assisted by Technical Supervisors, Assistant District Industries Officers and clerks.

Besides, in all DICs in Kerala there is a co-operative wing comprises of

Deputy Registrars, Assistant Registrars, Senior Co-operative Inspectors and Junior Co

operative Inspectors. At Taluk level, there is a Taluk Industrial Office, which helps

DICs in their functioning.

4.1.2 Manager Economic Investigation, Information & Infrastructure (EI, 1&1)

4.1.21. Functions and duties

4.1.211. To conduct the survey of industrial potential of the district with a view to

make fuller and better utilization of the available raw materials and skills

and creation of maximum employment opportunities.

4.1.212. To prepare action plans for future development of the district.

4.1.213. To coordinate with the existing medium and large scale industries

4.1.214. Disbursing various incentives and subsidies to eligible units.
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4.1.215. Collection, storage and dissemination of vital information relating to the

industrial activities in the district.

4.1.22. _0bservations

Thus an examination of the performance of El1&I Manager brings out the

following observations:

4.1.221. The manager EIl&I is burdened with too many functions and responsibilities to

be discharged.

4.1.222. Most of the time, manager is engaged in compilation and filling up of elaborate

statistical retums and preparation of progress reports.

4.1.-223. Very often action plans are not implemented properly and timely.

4.1.224. There is neither scientific methodology nor norms followed in the preparation

of industrial surveys and action plans.

4.1.225. The EH&I manager is not vested with enough power, to provide power, water,

factory accommodation etc. His power is limited in recommending and

pleading with the departments concemed.

4.1.226. The people appointed as managers (EII&I) are mostly promoted from the

department of industries having no personal zeal or motivation to do good

work. They lack the necessary technical expertise and carry on their activities

as matter of routine that defeat the very purpose.

4.1.23. Recommendations

4.1.231. The manager EII&I should be assigned the responsibilities of only economic

investigation and entrepreneurial guidance and be relieved of other

responsibilities.

4.1.232. Scientific techniques and methodology are to be developed and vigorously

followed for preparing industrial potential surveys. action plans, bankable

projects etc.

4.1.233. Enough powers should be delegated from various departments like KSEB,

Municipality, and Water Supply Department etc. to the General Manager of DIC.
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4.1.234. Proper facilities and enough number of assistants should be kept at the disposal of

the manager (EH&I) for proper documentation and upkeep of records in the DIC.

4.1.3 Manager-Credit

4.1.31. Functions and duties

The important functions and duties of the Credit Manager are the following:

4.1.311

4.1.312

4.1.313

4.1.314

4.1.315

4.1.316.

4.1.317

To prepare annual credit plan for the industrial development of the district.

To coordinate the lead bank in the district this is also charged with the

responsibility of preparing credit plans for the entire district. That is credit

manager has to see that the credit plans prepared by the lead bank for industrial

development synchronize with the credit plans prepared by the DIC.

To ensure that the various commercial banks implement the credit plans of the

lead bank.

Lapses in the implementation of credit plans by the commercial banks should

be brought to the notice of District Level Consultative Committee.

Identification and rehabilitation of sick industrial units is yet another area to

which the credit manager has to attend.

Sanctioning and disbursing of seed money / margin money assistance to the

beneficiaries.

To help the beneficiaries, who are incapable of filling up the application form

and those who are not in a position to fulfil the cumbersome formalities of
credit.

4.1.32. Observations

From the observation and analysis the following issues emerge:

4.1.321. The credit manager often fails in preparing realistic action plans and credit

plans.

4.1.322. There is lack of co-ordination between the DIC, Lead Bank and other related

agencies.
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4.1.323

4.1.324

4.1.325

4.1.326

4.1.327

4.1.328

4.1.329

The credit plan prepared by DIC and the Lead bank is not in conformity with

each other.

The credit managers are helping the beneficiaries only in filling up the

application form rather than in assisting them in securing credit from banks.

There are no scientific criteria adopted in conducting project appraisals thereby

leading to ambiguity and large scale rejection of application by the banks.

Bank officials complained that the DICs are not nelping them in the recovery

of loans and also in monitoring the utilization of credit leading to misuse. The

credit managers, on the other hand, complained that the beneficiaries are not

co-operating with the DIC officials, once the credit is sanctioned and the unit is

launched.

Most of the beneficiaries complained that they have to approach the banks

directly and make their own arrangements to secure the credit. They opined

that the DIC has become yet another hurdle in getting loan assistance.

Banks are sanctioning loan assistance to units situated in and around the urban

centres and credit is not flowing in to backward and rural areas.

There is concentration of credit amongst the larger of the small-sized units and,

moreover, banks are insisting on collateral security.

4.1.33. Recommendations

4.1.331

4.1.332

4.1.333

4.1.334.

4.1.335

Credit managers should maintain proper liaison with the lead banks and

prepare the credit plans in coordination rather than in isolation.

Scientific criteria should be evolved for preparation of action plans, credit plans

and also for project appraisals.

Non-implementation of credit plans should be viewed seriously.

RBI should further liberalize the sanctions of credit and see that the banks do

not insist on collateral security.

The SS1 units who avail bank credit should be compelled to get their balance

sheets audited by qualified auditors and submit a copy of the auditors report to
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the DIC. If necessary statutory compulsion should be introduced. This will

ensure proper utilisation of credit.

4.1.336. For proper distribution of credit among different blocks in the district the credit

plans should be bifurcated and targets fixed for each block making sufficient

provision for development of backward blocks in the district.

4.1.4 Manager Raw Material and Market (RM&M)

4.1.41. Functions and duties

4.1.411. To prepare the resources data and all statistics pertaining to raw materials,

marketing machinery and equipment.

4.1.412. To identify the availability of raw materials within the district and also the

neighbouring areas of the district.

4.1.413. To establish close liaison with managers of EH&I and credit.

4.1.414. To establish close liaison with SIDCO, NSIC, SISI and other agencies.

4.1.415. To assess and monitor the smooth and equitable distribution of scarce and

imported raw materials to all SS1 and rural industrial units.

4.1.416. The manager (RM&M) should arrange for the establishment of at least one raw

material depot by SIDCO in the district and watch their proper utilisation

4.1.417. He should conduct market intelligence surveys and identify the products for

which the demand exists in the district.

4.1.418. To devise appropriate marketing strategies for selling small industry products

manufactured in the district.

4.1.419. Assisting small entrepreneurs in identifying and procuring the appropriate

machinery and equipment.

4.1.420. Identify technological problems faced by small industrialists and assist them in

finding solutions.

4.1.421. To help unitholders in obtaining machinery under hire purchase scheme of

NSIC and KSIDCO
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4.1.422. To organize industrial co-operatives to ensure the flow of raw materials,

machinery and marketing assistance to the smallest of small entrepreneurs and

artisans.

4.1.42. Observations

4.1.421. DICs do not have accurate infonnation about the availability of raw materials

within the district.

4.1.422. Raw materials service centres are ineffective and could not supply critical raw

materials at the appropriate time and the required quantity.

4.1.423. The lists of suppliers of raw materials and machinery available with the DICs

have become old and obsolete. So the beneficiaries were not in a position to

get correct infonnation about the suppliers.

4.1.424. The Manager (RM&M) reported that the inordinate delay in the supply of raw

materials in due to the non-availability of these resources with RMSCs.

4.1.425. The marketing assistance rendered by the DICs is also not upto the satisfaction

of the beneficiaries. Some of the state government departments are issuing

open tenders for the purchase of various commodities, which are cornered by

the large industrial undertakings.

4.1.426. Some entrepreneurs complained that they were not in a position to deposit the

eamest money deposit to the government departments.

4.1.427. Some entrepreneurs complained that the Price Preference Scheme was not

helpful to them as their products were rejected on the grounds of inferior

quality.

4.1.428. The- entrepreneurs who were fortunate in getting the government orders for

their products complained that there was inordinate delay in receiving the

payments from government departments for their products; they have to go

from pillar to post for getting payments, even by leaving the factory work.

4.1.429. In the case of the supply of machinery and equipment the DIC assistance also

seems to be very little. §\\‘“lH3O3 *
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4.1.430. The hire purchase scheme of NSIC and KSIDC is also not considered attractive

by the small units, as they have to deposit the eamest money, bank guarantee

etc. in advance. The cost of the machinery supplied to them is also very high

as the transit charges and demurrage charges were also included in the cost of

the machinery. Some of them complained that the price fixed for the

machinery by NSIC and KSIDC is much higher than the actual price of the

machine in the market.

4.1.43. Recommendations

4.1.431. The DIC should immediately update the data regarding the availability of raw

materials.

4.1.432. The DICs should persuade the KSIDC to establish Raw Material Service

Centres (RMSC) per district with one or two branches at the block level and

ensure adequate suppliers or raw materials based on the estimated requirements

of the units.

4.1.433. The practice of advanced payments for raw materials should be dispensed with

and substituted by payment at the time of delivery of raw materials.

4.1.434. Delays in the supplies of raw materials should be avoided and the transport cost

of bringing the raw materials to the raw material service centres should be

borne by the government itself.

4.1.435. The Manager (_RM&M) should periodically inspect the units and ensure proper

utilization of scarce raw materials.

4.1.436. The government departments should be strictly instructed to purchase the

materials in the reserved list of the SSI and artisan units and any violation

should be viewed seriously.

4.1.437. DIC should establish their own Quality Control Mechanism and the SS1

products tested and certified by the DIC should not be rejected by the

government departments.
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4.1.5 MANAGER Village Industries & Training (VI&T)

Manager (V I & T) is specially designed to look after the needs of cottage

and village industries. He is supposed to look after the activities dealt with by

organizations of handlooms, handicrafts etc.

4.1.51. Functions and duties

4.1.511

4.1.512

4.1.513

4.1.514

4.1.515

4.1.516

4.1.517

4.1.518

To prepare block level surveys on artisan activities, focussing on the problems

faced by individual artisans, trades and crafts man, type of assistance needed,

scope for upgradation of technologies. tools and equipments needed and

opportunities for diversification and enlargement of markets served by them.

The Manager (V I &T) assists the beneficiaries by processing their applications

for assistance and forward them to the appropriate agencies like KVIB,

Directorate of Handlooms and SC/ST Corporations etc.

He assists DRDA in the implementation of IRDP/TRYSM, JRY, and in

identifying the beneficiaries for assistance and helping them to set up industry.

He is also vested with the responsibility to look after various training

programmes under self-employment schemes and artisan and entrepreneurial

development programmes.

He enables the beneficiaries to take up self-employment avenues and helps

them to cross the poverty line.

He is also charged with the responsibilities to look after RIP and RAP.

He has to co-ordinate with various agencies like DRDA, KVIB, SISI," SC/ST,

Corporations etc.

It is the responsibility of the manager to help KVIB & DRDA in the

preparation of imiovative schemes / projects. In this area not much headway

has been made, as most of the assistance provided to the artisans is
concentrated in the traditional industries.
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4.1.52. Observations

Some of the artisan beneficiaries have complained that there was

proliferation of too many institutions like DRDA, KVIC, SC/ST and Backward

Community Corporations, DIC, etc. As a consequence they were confused as to which

agency they have to approach for assistance.

Another lacunae observed during the research Survey is that Manager (Vl&T)

have not conducted any survey at the village level to identify village craftsmen and

artisans for assistance. But assistance was rendered only to those who approach DIC.

But Extension Officers (EOs) explained that the intensive campaigns undertaken by them

at the village level to bring the artisans at a common place and inform them about the

assistance available from DIC and other agencies was a failure due to poor response.
1

4.1.521. Not much co-ordination existed between DIC and agencies like DRDA, KVIB,

SC/ST/BC Corporation.

4.1.522. The Manager (V I & T) failed in preparing any imiovative schemes of
assistance and assistance was concentrated in traditional industries and

products.

4.1.523. Existence of too many agencies to assist village industries, artisans and socially

depressed classes added confusion.

4.1.524. The tools supplied to the beneficiaries are outdated and are not suitable for

product diversification.

4.1.525. The subsidy provided to the trainees is too meagre and training at far away

places dislocated their regular work.

4.1.526. The industrial units to which the trainees were assigned were misusing them to

extract routine work than providing training.

4.1.527. Intensive campaign has not succeeded in attracting large number of rural
masses.

4.1.528. Inordinate delay in providing subsidies and other assistance by the DICs were

reported by the beneficiaries.
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4.1.53. Recommendations

4.1.531. For effective functioning of the Manager (VI&T) there must be proper

delegation of powers and greater co-ordination among the manager (Vl&T)

and the other agencies working in the fields of rural industries.

4.1.532. There is a proliferation of too many agencies leading to confusion and the

single window approach has not taken root in rural industries. This calls for

establishing yet another agency at the block level, with proper delegation of

powers from all the related agencies, which should act as a single window.

4.1.533. Whenever the DIC assists the beneficiaries under different programmes in the

form of loan, subsidy, tools etc. the assistance should be given only to those

beneficiaries or units, which produce non-traditional products for which the

ready market outlets exist. Assistance for producing traditional products is no

answer for uplifting the rural poor and for bringing them above the poverty

line. If possible, research institutes should be set up exclusively for the

purpose of developing new products and innovating new techniques.

4.1.534. Training to rural youth/artisans under different programmes should be provided

within the village without dislocating their regular work and suitable incentives

should be provided.

Mini Industrial Training Institutes (ITI’s), and Co-operative Production

Centres should be established at block / village level. Mobile Training units / vans like

SISI mobile training units will be of great help in this respect.

4.2. Performance of DICs in Kerala - A Macro Analysis (A Non-theoretical

Analysis based on Secondary Data)

This part deals with the progress of DICs and their achievements based on

the analysis of secondary data. An attempt is made to make a comparative assessment

of the working of DICs at the all India level vis-:21-vis Kerala. An analysis of inter

regional and inter-district perfonnance in the state is also attempted.

The DIC concept has come into prominence in India through the Industrial

Policy Statement of 1977 and the Central Government subsequently issued guidelines
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for establishing DICs in the states. In Kerala the DIC programme was implemented

with effect from 1978.

The rationale behind establishing DICs is to make district a focal point of

industrial development. The DICs are supposed to assist the growth of industry in the

district with special emphasis on cottage, village and small scale industries. They are

expected to provide a host of services in order to facilitate the growth of small industry.

The extent of success of the DIC programme in assisting the SS1 sector can

be noted by looking at the number of SSI units established, employment generated and

investment made which were collected for the period from 1956 to 2001. In order to

know the growth of the small industry before and after the establishment of DICs the

time period has been classified into two periods, i.e., 1958--78, 1979--2001. The first

period indicates the growth of small industry in the state under the pre-DIC period and

the second period 1979-2001 represents DIC period. On the basis of this data it is also

attempted to identify whether any structural changes occurred in the growth of SSI, after

the establishment of DICs. The cumulative growth of small scale industries in Kerala

from 1958 to 2001 is shown in the Table.4.2.l

Table. 4.2.1

Growth of Small scale Industries in Kerala-—1958-2002

Year I Number of Units Employment  Investment| pg I  g(TLakhs) 1'  (Rs.crores) I

I

1958 221 0.11 663 5!

J

1964-65 2090

1965-66 2910

1966-67 3253 7- 7

1967-68 11304

7'1“

1968-69 6711
.i

1970-71 76753

1

1971-72 -- 1.27 I‘; -
1972-73 6205 1.26 ' 44.08
1973-74 7718 1.28 56.17
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-.1
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_1

1975-76 9377 1.32
1

g-an

1

1976-77 10873
I

2.16
,
1

I

1977-78
* ‘1

12118
1

1 1.32 76.800

.

|T_...__.

1979-8
F
1 15974 2.04 190.82

fii -_-

T _____

0

1980-81 18954 2.39 228.01

1

1981-82 21977 1.60 249.08

1982-83 24884 1.83 273.11

uh;

1983-84 28117 2.12 302.32

,_., —

>

|

1

1984-85 31499 2.35 335.08

1985-86 35365 . J
2.63 384.91

ii-—v——-—

1986-87 40342 2.93 451.6

1987-88 47191 3.32 546.01 1

1

1988-7897 55427 333 659.67

1989-90 63968 4.22 773.81
I

1

1

1990-91 73522 4.65 871.83 1

1

1991-92 84460 5.27 1002.89

1992-93 958718 5.68 1127.91

1 10404
1

1

'| 5.29 1175.15

1 _. . +*.—.*__—.;_-_~ -- -~ '-~_~__—_n-,-_>:_ -_;:—_ 7-1: -' '-‘mfi ' ~_'~_ '1 7_'"“TI7' ' ' -7
1993-94'

125910 7.03 1367.331994-95 1 7  1

, ——4_i

1995-96
1

1

1

143123 7.75 1591.87

1996-97 160544 8.40 1922.69

1997-98

1199836 1

180097

199827

1

1

-I

9.10

9.81

1

2351.33

2653.43

._ .1

11 999-2000 220068 10.54
_,.i____ ——

3050.96

1

‘*1

2000-2001 240141 11.15 3467.61 1

Thiruvananthapuram
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It can be observed from Table 4.2.1 that the number of SSI units in 1958

was only 221, which increased to 240141 in 2000-2001, and employment was increased

from 11050 to 1115000 and investment from Rs.663 lakhs to Rs.34676l lakhs during

the same period. Based on the data presented in Table 4.2.1 a semi log model with year

(time) as the explanatory variable would help to fit a geometric compound growth rate

of number of units, investments and employment during 1958 to 2000.

Y a bi
Log Y A + Bt + U

Y

T:
Number of Units /Investment / Employment

time

A & B are parameters, U= random error

The estimated equations on the basis of data of Table 4.2.1 are given in
Table 4.2.2.

Table 4.2.2

Growth of Small Scale Industries in Kerala (Compound Growth Rates)

PRE DIC PERIOD 1958---1977-78  DIC PERIOD 1977-78---2001-2002“

.,,_k-is

___ 4 .

i

.

.

1

I

1

1

l.
l

1

i

|

11

1

1

1

1

1

1

1

l

1

p  No. Of Units ll Employment Investment i No of units i Employment Investment
I .. 2 .- QGR ‘ 27.97  A 12.31  58.9 A 14.85  9.85 14.95

.9
so
so

7 R---» 0-75  0-71 i 0-00 0-08  M0-.95
813 ‘A’ 0.1018 1 0.05814  0.1g0794_7_g0.1g6809  0.0228057 0.01873
SE‘B’ 0.019 0.1221  0.0394 0.01338 ‘y 0.001816 7 0.001489

!'Var‘A’\ 0.02618 0.00338 10.01165 0.02825 0.000520110000351
Var *135=0.00036_ 1 0.000223 _ 0.00155 3 0.000180.000003298 0.000002

ea
l

1

_______1_.____._

F‘)
1-~
\O

L13 0 0.1071 l 0.0504 0.2011 0.06012 ' 0T040i8ilM 0.060144ly A71 2.898 0i'lll0.0028T'i 1.378 l 4.450 l 0.171143
CGR=Compound Growth rate; SE ‘A’=Standard error of A; SE ‘B’=Standard error of B
Var ‘A’=Variance of A; Var ‘B’= Variance of B

Source: Computed

It can be observed from Table 4.2.2 that the growth of SSI in the state was

very high during the period 1958 to 1977-78 (pre-DIC Period) as compared to the 1977

78 to 1999-2000 (DIC period). The compound growth of units established was 27.97

per cent, employment generated 12.31 per cent and investment increased at the rate of

58.9 per cent. The main reason for this high growth during 1958 to 1977-78 was that the
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state was in its fonnative stage and there was a strong industrial base in Travancore

Cochin area and the importance given to industry in the Second Five Year Plan. The

other obvious reasons for phenomenal growth in small scale sector was the satisfactory

performance of agriculture and the existence of better power surplus.

During the period 1977-78 to 2000-2001, i.e. after the DICs came into

existence, the growth of SSI sector did not show a better perfonnance, though it
provided many incentives and assistance under a single roof. In this period the number

of SSI units increased at a compound growth rate of 14.85 per cent only, as compared to

the 27.97 per cent during the pre-DIC period; employment in the DIC period increased

at a rate of 9.85 per cent only as compared to the 12.31 in the pre-DIC period; and

investment at current value increased at the rate of 14.95 per cent in the DIC period, but

during pre-DIC period, it increased at the rate of 58.9 per cent. Thus in the case of

investment also pre-DIC period showed a better performance compared to DIC period.
This is due to the increase in the investment levels in the definition of small scale

industries from five lakhs in 1950 to 300 lakhs in 1997 and reduced to 100 lakhs in

1998. This resulted in more capital-intensive units coming under the purview of small

scale industries during the pre-DIC period.

Structural changes in the composition of small scale industries after the
establishment of DICs can be seen from Table 4.2.3.

Table 4.2.3

p Industry-wise Growth of Units, Investment and Employment (in SSI sector)— 7:’ VT: "‘ ‘L 5| ' - -r irrwim“ ' 11 Up to 1979 1 Up to 1990-91 Up to 1999-2000

1 _,  Numbers g, _(1§1g15) 1 (Lakhs) "‘°“ . (Lakhs) ‘“e“‘

__ _ 7  Tjnits  Invest- i 1  1  InyeSt0;:1_—“i—m7  1
.InduS11')' Group 1 In ment En1_;1:3y_ Units! ment Empkly Units 1 ment ‘Employ

A mbased 3370 2183 166264 18245117287 2098961558406 88996447225)
1 g   )_,(2].61) ((30.84) 1’ (50.2) (25,.;5),_g(23.59)\, (45.12) 1(26.54)(29,17) (42.44):
Forest&Animal 2520 1 1195 115959 f 13522 10186 1. 65592 365331458861 157398
Based  (10-§§l,_§i.(16-88) .(1-109) (18-63) .(..1..3a-.9) (14.1) (16-6) ‘.1115-050.1(1.4-94)Rubber, Petroleum, _ '17 1 5  1  169513 1
Chemical Nomnetamc 2687 1509 17728 16504 22014 68245 54203 172094
&vMinem’]  A (22.02) (21.31) (13.43) (22.75)p(30.04) (14.67) (24.63) (23.63) (16091.
1166, s1¢61&1~/16161 1 1834  1 31102771044107120571 13388 T417822 1139378 496091 1041941

Manufacturing of T 1 1 _
machinery &TranSpOl_t 1793 1 1166 21608 12217 . 10405 _ 73640 31558 . 48511 175203
EqgiPmnt&SeWicing_ (14.69) (16.46)(16.37),(16.5) (14.2))(15.83) (14.34)1(15.90)(16.64)
Total  12204 708703 13200017254573280746519522006853050961053533

1

194564  -0593.) 1 11.4-.§.11...17_~_9_.1_).-116.62>.<18-17100.28) 11.1]-89> (16.26)) (9-89) =

.  _  (100) -__(100) , (100) 1. (100) (100) . (100) (1.00) 1(100) (100)
Source: Panchayath Level Statistics, Bureau of Economics and Statistics, Government
of Kerala, Thimvananthapuram, 1994.
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A close look at Table 4.2.3 indicates that agro-based industries and forest

and animal-based industries together accounted for 48.26 per cent of units, 47.72 per

cent of investment and 62.29 per cent of employment as on 31-3-1979. In other words,

nearly half of the industrial activity was dominated by these two sectors. But by 1999

2000 it can be observed that the percentage of units in these industries showed only a

slight change; their share is 43.14, 44.21, and 57.38 per cent in the case of units,

investment and employment respectively. In the case of Rubber, Petroleum. Chemical

and Non-metallic, Mineral industry it is 22.02 per cent of units, 21.31 per cent of

C.‘

pi
.L)J;
L.)

“Ci

investments an er cent of employment as on 31-3-1979. But this increased

only to 24.63 per cent of units, 23.63 per cent of investments, 16.09 per cent

employment as on 31-3-2000; i.e. significant shifts cannot be observed in this sector

also. The shares of Iron and Steel and metal-based industries and manufacturing of

machinery and transport equipment and servicing and repairing industries have also

showed a slight increase in case of all the three indicators between 1979-2000. Thus, it

can be inferred that, agro-based and forest and animal-based industries constitute nearly

half of the total industrial activities. Thus after the establishment DICs, it failed to make

a structural shift in favour of industries other than agro-based and animal and forest

based industries.

Evaluating on the basis of growth of small industry, the researcher felt that

the performance of DICs are not satisfactory. To evaluate DICs only on the basis of

growth of SSIs may not be adequate: because, the DICs are vested with numerous

responsibilities for facilitating growth of village, cottage and SS1 units. However, to

evaluate the performance of DICs no objective criterion is readily available. Through

informal discussions with the officials of the DICs and other academics the researcher

has identified nine indicators to assess the perfonnance. The nine indicators are:

1. The number of entrepreneurs identified

2. The number of new registration given

3. The number of project profile prepared

4. The number of units provided with technical assistance

5. The number of artisan units established

6. The number of SSI units established
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7. Additional employment generated

8. Amount of credit assistance given

9. Amount of subsidy sanctioned.

To assess the performance DICs in Kerala, a comparative study has been

made at all India level. For this purpose the secondary data published by Development

Commissioner, Small Scale Industries (DC, SSI), for the period of 1980-81 to 1995-96

has been collected for the all India level and data for Kerala was collected from the DIC

offices for the same period. Table 4.2.4 presents achievement of DIC in terms of all the

nine indicators for the period of 1980 to 1996.

It can be noted from the Table 4.2.4 that the number of entrepreneurs

identified. SSI units established, New provisional registration done, Credit provided,

Additional employment generated, project profiles prepared, and technical assistance

provided out of nine variables, eight mentioned is less in Kerala when compared to the

All India average for most of the years. As regards the cash subsidy in ’8l-82, ’82-83,

’84-85, ’85-86 and ‘94-95, Kerala averages per DIC are higher than All India DIC

averages. This shows that in terms of eight variables Kerala DICs performance is much

lower than All India performance of DICs. But in the distribution of subsidies, Kerala is

somewhat at par with All India averages of DICs. This may be due to the misutilization

of subsidies. The poor performance of DICs may be due to non-existence of trained,

experienced and skilled functionaries in the DICs in Kerala.

Standard deviation and coefficient of variations were calculated for all the

nine selected indicators, both for all India as well as Kerala and presented in Table

4.2.5. It can be observed from table 4.2.5 that the average performance of DICs in

Kerala is much less than that of the DICs at all India level. Table 4.2.5 also reveals that

the all India achievements of DICs show much consistency, as the co-efficient of

variation in relation to the majority of indicators is less than that of Kerala.
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Table 4.2.4

Physical Achievements of DIC Pr0gramme--- All India & Kerala(Average per 11101,-   
eidentifiedei  egistration, shed  ' F  \ e

1 1 ‘ E 1‘ ‘ W
|ENo'0f JSSI units PNCVY A6t1.S?n Credit Additional‘! Cash ‘Project Technica11
A niifien Estab1- 1, 521:3‘ ‘ESt:};l?S_ Provided Employmen Subsidy Profiles Asstances%

1ished 1R A Rs crorese Generated 1Rs crores[Prepared1 provided1 ,1 1 , 1 71”’  :
v AI -KL AI KL- AI KL 1AI KL AI KL AI KL 1AI KL1AI KL1AI1KL11 ' 1 1

12381 NA NA\9651 NA NA  NA 1179,NAp.75 NA 1, 792 M NA NA NA NA1NA NA NA1 11 1 1 1 1
1'19-80LNA 1NA1053 NA 1, NA NA 403879607 NA 17741 NANANANANA NA 1 NA11 1_.._11 A re"  1 he in 1 1 1
80-811 767 NA’11l721275 14731 NA »466i4121.75 NA 3973 NA 1.23 .19 254é122

1_._.  ,
524 95 1

1

1' 1 1
18 ,289 174 5661 88

2-831

81-82 706 QNA 13582741565 NA 61815301 1.1  NA142101 2343 .14 .

929 NA’ 1242 1712 NA 740 56561 42‘ NA 1 14
1 115451- 1 . 1 1  4990 20021. . 1 11

1913361971107 1041 1 I _. _ 1 i_ ._ ._ ._  _ .__ .-_ . _--____-_- .11 .1 1, ’ 1 ---~~ -
22 4961168 108‘, 1093-8411302 6581723 24917601 NA 690605115 NA 5496 22131 23

-85
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6-8712201501E2633562895 869 754,777 .13 .98 712812133 NA; .43 iNA254i 74 112“

12548612500 489 27681 854 851338 .59 NA 16325 27321NA .38’NA203 13611281
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7 1
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I

1
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4-951050544]-15701113.4610 1522 ,796 66 ,3.921.725£9651 5127.65 .66 6401392264144

I95-96, 950 853148011230 49041 17727661143’3.9811.94l NA 14619 .671.65 i593 284 NA 182

. . . . _ .. _.... .. _ _ ._____..____ _____. ____......._._____. __ _ ..._J.__ 1- '-— F - Q:   1 P 7————~ ~"- —'-'-- -~

F96-97 973 1883 503902-14]15143,1849 NA NA1NA1.842 NA 50191.71 .69 637,197 NA1241
97-98, 989 77653211396 5439 1977 NAKNANA1719 NA 1 547 .68 -52 NA 199 NA 1961

7___ __ _, _ _ M77 _ . 1 .|- - --_-_-_-HT__i7%__7___-___- ---_----_---- - - - 1 - 1

1 8-99 NA 856 NA 14091 NAJ2l08NANA1NA 1.614, NA 5146 ,NA .45 NA176 NA .1147
1

9-001 NA 91 171 NA 1429 NA“2077NANA NAl.603 NA 14354NA-NANA1871NA 210

0-01 NAM1631 NA 11433 NA  NA NA NANA 1.669 NA NA NANANA,NA NA 1 NA
Source: 1 A11 India data are compiled from, Development Commissioner, SSI, Dept. of SSI,

2.

A&RI, Govt. of India, New Delhi, Jan.1994 and from Vasant Desai, Management_o_f
small- scale industries,_S. Chand. Publications, 1995, P.P.10l.

Kerala data are compiled from Economic Reviews, 1978-79 to 2000-20018, State
Planning Board, Thiruvananthapuram, and from the Progress Repoits of DICs in Kerala.
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Table 4.2.5

Mean, Standard Deviation and Co-efficient of Variation

g For selected indicators (Kerala &All India) s it it 6 7S1. No. Indicators - n iAI /KL X ; SD CViit 4
|

l

1 Entrepreneurs identified 13 AI 17 111° 127'71“'51I M M   ._ KL ll 625 227.89 36.46)

____i-..,.,_i.-.->4-Q.

| ‘ ‘ A
,.

2 New Registration (provisional) given 13 4‘ AI 3867 901'74i23'32g I KL 1271.415.s1l32.71,
3 Project profiles pre- pared (No. Units) 14 AI 7 534 15315 2868. KL  225 679.46 35.32.Ii i ~ A A ' "I"i not .- I I  r

‘ 4 Artisan units established KW  16NI‘2£  !252U;358;151;)997 . .  3049 *733.39 24.051
L 5 SSIun1tsestabl1shed 18 I 657 386.6 5880

E2

4 1063 1475 20.856 6
}   |Additional Employment generated 14 308 p 1134 A 3 6.75

7 l§Technical Assistance Provided 7 15 . 228 i139'47i61'17ip lb 4 KL g 138 i79.46 35.32

Efii

|WU  _  ,,, _  ,  __ __ _ _.__, I ..__._.  . ..Ii '  G  |- vat . . . 7 4 AI y 3.3 0.85325“;
L 8 Credit Assistance given (Rs. Crores) p 10 KL 1 L4 0.357 $25.949 ‘ .  AI 0.45337 0.22 48.22
M yCash subsidy (Rs. Crores) g l5 KL p 0.435 I 0.183 42.0%
KL=Ker§ja_ AI=A11 mdia My A     A TWA
Source: Calculated on the basis of Table 4.2.4.

4.2.1. Achievements of DICs by Different Classes

The DICs were assigned a special responsibility to provide assistance

particularly to the SC / ST and other socially oppressed sections of the community and

also women entrepreneurs in order to enable them to take recourse to small industry and

to join the main stream in course of time. Hence detailed analyses of the achievements

of DICs of Kerala by classes are presented in Table 4.2.6.

Table 4.2.6 shows the number of artisan units established by different classes. It

can be noted that the number of artisan units established has gone down steeply between

1979-80 and 1995-96, i.e. from ll 149 to 2000 units. Number of artisan units

established class wise, indicate that the share of SC /ST beneficiaries varied from 37 per

cent in 1983-84 to 47 per cent in 1984-85, declined to 30 per cent in 1985-86 and in

1986-87 it increased to 39 per cent. After that it declined to 31 per cent in 1995-96.

The women artisan units steadily declined from 52 per cent in 1983-84 to 23 per cent in
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provide additional training to them

Table 4.2.6

Artisan Units Established by classes

1995-96. The inconsistent and decreasing share of these parameters (SC / ST &

Women) are understandable, as most of these beneficiaries were not provided with

assistance in establishing units relating to their own trade, without having any need to

I
I
1

¢_

Year

i

SC/ST

—“_1

i--w-—

Women
i

Others
1

'
Total

— — —¢-A-3 -1

T _
I

Rural  Urban

a-11 n in

1

79-80

44-1’;

NA

.

—-<-v

NA

1

NA 11149 NA NA

80-81 NA NA NA
11

5769 NA NA

1

11

L.
11

83-84
3121

(37)
4395

1 (52)
1 953

(11)

8469
(100)

7856
(93)

613

(7)

-ii-1?

84-85

1

I

1

1

5210
(47)

4707
(42)

1169

(11)
11086

(100)
10259
(93)

827

(7)

85-86
2245
(30)

_-w

3402
(45)

1908

(25)

7555
(100)

6924
(92)

__ ___¢

631

(8)

i-.-n

1

1

1

1

1

1

86-87
1

4297
(39)

-..-.---1-1-_-1

4564
(42)

2021

(19)
10882
(100)

T‘
1 10845

(99.65)
1

37

(35)

87-88
1

1

1690

(36)

ii..

1375

(29)

‘NT
1

1665

(35)

---—La-,

4730
(100)

1

I1 4369
(92)

361

(8)

1

I

1

1

90-91
1428

(29)
1313

(26)
2292 9
(45)

5033

(100)
5007

(99)
26

(1)

1

93-94 NA NA NA
_____g _ _H_lV_____

775 NA NA

-_..i_

1

94-95 NA

--_-i——.i

NA 1 NA
1

1

I

1,

[1

1

926

1

1

I

NA NA

95-96
623

(31)
460 917
(23) (46)

2000
(100)

1689

(84)

311

(16)

Figures in the parenthesis indicate percentages

Source: Economic Review,( 1979-80 to 1996-97),State Planning Board,
Thiruvanathapuram ,Kera1a,
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I  1
1

Table 4.2.7

SSI Units Established by Classes

|| _ .
I

I

Year 1 SC /ST Women 1 Others
1

Total

1 1985-86 " gs)
, 112

(210
3499
(9010

3866

(100) ,1
1‘86-87 302

1 (61-97)
130

A (262)
1 4545

(9131)

T 4977
(100)

‘87-88
142

11 @108)
690

(u107)
6017

(87.85)
6849
(100)

1

1

1 88-89 1 473( ):575

293 7470
1 1

1% 78236

1 1
1 ~89-90 1 (578

1

‘.

(538)
7248

(87.64)

I (3.56) T  (90.69)  (100)445 8271

(100)

1

‘90-91
(610

1398)_
579

1

.1

588
(70)

7684
(87)

0*. ;'

8847
(100)

11 *7 7 7 7
1 191-92 339

(310
1 7 780

(10)
9799
(90)

10918

(100)

‘92-93
898

(810
72669

(2310
7844
(69)

11411

(100)

1 60994 1230

(810
3742

(2610
9561

(66)
14533

(100)

‘94-95
1053

(7.0)
3619
(23.0) 1

11164

(70)

I _
15836

(100)

‘95-96
7267

(410

1

I

3711

(22)

12466

(74)
16903

(100)

‘96-97

‘97-98

698
(410
883

(410

1

I

F
1

1 1

3238

(19)
4666
(24)

13485

((77)
13998

(72)

17421

(100)
19547

(100)

1 -.___--it

I

1

‘98-99 565 0
(310

4459

(22)

14712

(75)
19736

(100)

1 ‘99-00 543 0

(310
251

3929

(20)
15534

(77)

20006

(100)
‘00-01

(110 _1.

3304

(17)
16518

(82)

20073

(100)
Figures in the parenthesis indicate percentages.
Source: Economic Reviews, 1985 to 2001, State Plamnng Board, Thiruvananthapunn7

Table 4.2.7 indicates the number of SSI units established by different
classes. It can be observed that there is a five-fold increase in the number of SS1 units

established during 1985-86 to 2000-2001. The SC / ST beneficiaries in 1985-86 were

6.6 per cent, which was 8 per cent in 1992-93 and 1993-94. Thereafter it gradually

declined to one per cent in 2000-2001. The percentage of women beneficiaries was 2.9
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in 1985-86. and it was increased to 26 per cent in 1993-94. After 1993-94 it also

declined to 17 per cent in 2000-2001. Thus it can be inferred that the declining trend of

SC/ ST and women beneficiaries in Table 4.2.7 is due to the failure of DICs in assisting

a large number of SC /ST and women beneficiaries in establishing SSI units

Table 4.2.8

Additional Employment Generated in SS1 units

1 Year 2 SC /ST Women Others Total



; 1985-86
1

1204

013) _._1_

799

GL7)

25670
(93tn

27574

(100)

u__ A

*86-87
1975

(6.2)g_

780

@280)

27270
(9140

29862
(100)

87-88
3853 3359. 864 % 9 1

1 _._.. it 1 (2-2.9) l_ (10.-.0) 4  (37-3)  (100)
38245

‘88-89
7578
(6.0)

1465

C15)
37350 751 41180

(100)

1

1

‘89-90

-Q.

3123
(7.6)

2206
@500)

(9019
35929
(8770

41000
(100)

J-b-—-at I

1 *90491

—-q1.__ 1

3059
(7.0)

n--b- fix‘.

2831

(6.5)

37244
(86.5)

42881

(100)

-___-

‘91-92
1787

C13)

3772
(7.1)

52797

89 6_ (100)

-1

) ‘92-93 4340
(8.5)

11837

(23.3)

47386

( ,)
34787) 1 50606 7

(100)

t ‘93-94 5622

032)
15692

(25.7)
4009
(651)

(68.2
5 60945

(100)
i
1I

. *94-95 5336
(7.2) (2239 (70.0)

TM 16824 Tm  518899 Tm 73618
(100)

1 ‘95-96 3360
646)

15758

(2150
52934
(73.5)

71775

(100)

—-|

1 ‘96-97 2824
013)

1 12018

(1810
50051

(77.2)

64660

(100)

_.L.______i-_

‘ *97-98 3460
649)

16486

(23.4)
50317
(717)

70263

(100)

A ‘98-99
1

1| 7”” '  U K 2302 ll 18207 51123 71632

I_. .

99-00
Ti

6

(3.2) gg (25.4)g (71.4) 1 (100)w ,.2151 15917

(2.98_) (22.12)
53974

(743n L
72042

(100)

-,,i.._._1

1 838 177 11287 (‘"17‘00431  1I (L37) (185)
48832
(8013

60957

(100)

I, 1-I44

s =5 3 ' ' 5 ‘MTource conomic Reviews, 1985 to 2001,State Planning Board, Thimvananthapuram,
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The additional employment generated in SS1 units by classes is displayed in

Table 4.2.8.

Table 4.2.9

New Provisional Registration given by Classes

Year SC / ST 1 Women Others Total1‘ 1 681
1985-86_ (6.0) 10163

(895)
11354

(100)

*86~87 ‘ 912

510

J lgets)
729

(6)

10525

(86.5)
12166

(100)

ii

F g_ ____g (7.5). Twwmn  it  1  A‘ ’87-88 Y.- “. , C10). 1315 10414 119561“ 0

-111) (37).1n 11 (100)

‘

‘ 6251
’88-89(5.0)_g 1 5637

015)
11328

(90.5) g “W

12516

g__ _ (100)1 9151 ’894x)1  (C10) 774“

1(6)

11205

(37)
TTSSS12894

(100)7 " 8267 ’90-91_(( (6tn 1581

(11.5)
11369
(82.5)

13776

(100)‘ 6251 @n,92(4.9) 938

1_(6)
14075

(90)

15638

..(100)
1 1751.92.93 11 ‘$25?

A ’934w1 1 614)

l; 3000
(19.2)

5065
‘ (2830

10890

(6910
10925

(61.9)

7 T715641

511190)
17644

(100) \
1

7  1 :28 4479

1 121)
14921

(70) 1 (100)
21316

.._J
1240

’95-96~ (§1D 5458
(22)

18109

(73)
24807

(100) H M I

-11 1113~ '96497“ 5 to (4.3) 4414
(171)

20358
(7819

25885

g WWg(100)
1383pg (5.0)'97-98 1 ' : 6366

<23) (72) gg_

19930TTTS 27679
(100)1' I1' 737’98-99

(2.4)
, 5902

(201)
22866

-f7l5)
i.T295051

(100)
7 ’994x) 378

(13)

{ ._ :17‘1 4625
(15.9)

24079 i
(8210

iii"29082
(100)

Source: Economic Review, State Planning Board, Thiruvananthapura1n:T{erala;1986 to
2001. (Figures in the parenthesis show percentages)

It can be observed from Table 4.2.8 that the share of SC and ST, in

additional employment generated by the SSI units varied below 9.2 per cent upto 1993

94. After 1993-94 it gradually declined to 1.37 per cent in 2000-01. The share of
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women in the additional employment generated varied from 2.7 per cent in 1985-86 to

25.7 per cent in 1993-94. After that it gradually declined to 18.5 per cent in 2000-01.

Table 4.2.9 indicates the number of registration given to SSI units by

classes. It can be observed that the numbers of provisional registration given by DICs

per annum are increasing from1985-86 onwards. The number of provisional

registration given by DICs in the state has gone up more than two and half times, i.e.

from 11354 in 1985-86 to 29082 in 1999-2000. This suggests that more and more

entrepreneurs are approaching DICs for registration. This may be due to the insistence

of DIC registration by agencies for providing assistance to the units. However, it can be

observed from Table 4.2.9 that the percentage of registrations given to SC /ST

beneficiaries varies from 6 per cent to 11.2 per cent in 1992-93. After that it declined to

1.3 per cent in 1999-2000. The number of registrations given to women entrepreneurs

varied between 4.5 per cent and 11.5 per cent between 1985-86 and 1990-91. In 1992

93 and 1993-94 the percentage of registration given to women entrepreneurs increased

to 19.2 per cent and 28.7 per cent respectively. After that it declined to 15.9 per cent in

1999-2000.

Thus it can be observed that the number of registration given to SC /ST and

women entrepreneurs together declined after 1993-94. Registrations given to SC /ST

and women beneficiaries show an inconsistent trend upto 1993-94 and a downward

trend afler 1993-94.

The above analysis shows that SCs / STs were not benefited by the DICs, as

their share in the number of registration given, SS1 units established, artisan units

established and employment generated are decreased. This suggests that the socially

oppressed classes could not get any consistent assistance from the DIC programme to

the desired extent. Ln the case of women their per cent share in the number of

registration, SSI units established, and employment generated increased, but there is a

decline in the share of artisan units established. Thus we can conclude that the DIC

programme made some benefit to women, but leaves much to be desired.
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4.2.2. Inter-Regional Analysis of Performance of DICs

An inter-regional analysis of the performance of D1Cs is presented in Table

4.2.10. The Kerala State is traditionally divided into three regions. Firstly, Travancore

region, which comprises of southern six districts, i.e., Thiruvananthapuram, Kollam,

Kottayam, Pathanamthitta, 1dukki_,and Alappuzha. The Emakulam and Thrissur

districts comprise of Cochin State, and northern six districts (Malappuram, Palakkad,

Kozhikode, Wayanad, K8.I1I1LlI‘ and Kasargode ) comprise of Malabar region. It can be

observed that the performance of DICs in Cochin Region is far better than that of the

other regions. The DIC achievements in Cochin region i.e. in Thrissur and Ernakulam

districts are higher than the state averages in all the nine indicators.

Table 4.2.10

Region-wise Position of Performance Indicators & Kerala Average
_ K (Average pe1f,DIC perannum)~--1985-8,6 to 2000-2001 H pg pg

Indicators Travancore 4: Cochin Malabar Kerala Average
105 101 i 87 98Entrepreneurs identified

Project profiles prepared 186 217 146 170
1

y Artisan units established y 250 1734 489 582

1 SS1 units registered , 1405ii l *' - s I  7 12247 1 990 K 1390

‘ SS1 units established F 10301 I 1497 A 629 924
I

Employment generated 4604 7431 2775
_ 7

4226

redit (Rs.Lakhsi) 1 1 "39

_Jr__22.
‘ O

102 I 34
_!

1

39

5 Subsidy (Rs.1akhs) 31i . ,,Fr ' ‘ ' — — ‘ 1 —— 56
. _27 32

; Technical assistance provided  136 180 119 134

Calculated on the basis of above tables PM

Travancore region also fared better when compared to Malabar region as the

achievements per DIC in relation to seven indicators are higher than the state averages.

But in terms of the number of artisan units established and subsidy provided,

achievements in the Travancore region are below the state averages.



4.2.3. Inter-District Analysis

To assess the performance of DICs in the districts of Kerala and to identify

the DICs that fared better, a performance index has been prepared, based on nine

indicators. They are 1) Entrepreneurs identified 2) Registrations given to SS1 units 3)

Artisan units established 4) SSI units established 5) Additional employment generated

6) Technical assistance provided 7) Project profiles prepared 8) Credit assistance given

9) Cash subsidy sanctioned. These are the key indicators wherein the DICs were

assigned a special role and responsibility. Time series data from 1985- 86 to 1999-2000

have been collected and aggregated for all the nine indicators and from which yearly

averages were calculated for all 14 districts. As the achievements in respect of differed

indicators differ among DICs and in order to measure the overall performance, scores

were allotted ranging between 1 to 14. The DIC with highest average in a particular

indicator was given the maximum scores of 14 and so on in descending order for each

indicator. The total scores obtained by each DIC for all the nine indicators were

aggregated in order to find out the overall perfonnance of the DICs. The performance

index was used to identify the DICs which performed well. The average achievements

for the nine indicators and the scores obtained by each DIC are presented in Tables

4.2.11 and 4.2.12.

The total score being 110, DICs which scored 55 and above are considered

as successful. while the rest are not so. From Table 4.2.11 it can be observed that

Thrissur DIC tops the list with 110 points followed by Emakulam, Kollam, Palakkad,

Thiruvananthapuram, "Alapuzha, Kozhikode, Kottayam and Malappuram. Performance

of DIC Kasarkode was at the bottom with 22 points followed by Wynad.
Pathanamthitta, Idukki, and Kannur.

From the above analysis it can be noted that performance of DICs in

Thrissur, Ernakulam, Kollam and Palakkad districts were impressive. This may be due

to the agglomerative advantages enjoyed by these districts. A careful perusal of Table

4.1.11 also shows that DICs in the districts with strong industrial base and relatively

developed) performed well. The performance of three DICs in the Malabar and

Travancore region are below the average and have failed to provide the desired level of

assistance to the entrepreneurs.
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Table 4.2.11

District Performance Indicators——Averages per annum

1dentified1profiles1 .1 . Artisan‘? SS1 Tech’1 SSI iEmpl. Creditnt. Pro_1ect . 1 . 1 . . 1umts ~ un1ts Ass1st. un1ts1 ener
Subsidy

Rs.
Lakh

1

S .

Thiruvananthapuram‘ 102 1304
208 1 286 22381 162 1417 6373 n_

,g Rs
1 est’d Reg’diProvided Est’d1 ated Lakhs

53 2 39.8

14611461 264 1 296 2195 294 --12116s18 53 43.5

Pathanamthitta 40

—-+

O\
O\

164 _ 811  42 1768126361 15.2Allappv-Zha

.-.-i..-....-_

134 11371 96 11198 5945
18.1 1
45 52.3155 24

1Kottayam 108 1 152
i "1

"65 i'1i9i50_ii165 41314142545 342 15.3Idukki 88

7i

173,,,,283,_,,703, 109 355118931
. 1 .

18 10.3

Tl1rissur
11.=.:1-11;-1771;-‘.£1.111%.~. £1391 193 1 285 2552M1,__,1_90 116831 881  65  47.7

126 221 12523 274211681131059731 63 6 52.

F.Pa1é.1¢1<=§<i 1 =_1=5,0__,,_,217 1 1487 __11  _-. 63 213 7 1063“ 4812 156 57.5

Hi

1Malappuram 1 78 189 159 11276 2851 22 36.8

L.i_+-hi

_ , __.,_,,,_____,,_,_____,,___..._ Z_ —-1   ~  . ..
[Kozhi1<ode  ______ _,89  177  303 "1225 119 ‘918 3760 “E34 25.5

flayanad _  106  121 . 273 1301 72 123271105 10 8.5

Kannur  1, 92 1 107 1 140 924 80 177160572664 32 26.3

1<44g81¢    19 -_26j1.if1i-173‘fif561  51 1112941 31 8.22

Source: Calculated from the secondary data 8 M7757

Table 4.2.12

Scores allotted to each indicators and total scores obtained by each district in Kerala1 .
3 Ent. ; . ‘Anis-an SS11 . .1 PI'O_]€CI 1 . .1 1dent 1 mfiles umts un1ts1 ifiedl p estd. ~ regd. "1. . ,. _ ._.- .. rovi- Lint“; ated L kh ,1 . I . t11144.3“  “‘ 11141111 1

1 _1 1 ,
TecThl' SS1 Empl'Credit S.ub Over “
assist. . gener- RS 1 sldy Tot- anp , Rs a1 1

‘Thimvan1 7 10 1 1 12 1 9
=1111h11P915=111111  10 1 .ll 14 E13

12 ll 9 193
15 1

Kollam 1 14 7 14 1' 10 13 10 10 1111241FiPathanai it  2  1  5  4 1
1

(II

6 4 3
1.

-I;

U93
1-
T\-7

I1

1A11appuzha 13  13 1 8 1

I\J

LII

1. 9 10

O0

12

O0
O

O\

. ,__ 1 _ _ ._ 1 1|LK919yam  9  ’  19 9

LII

gi

12
1 8

\J

5.“8 63

O0 .

1<1111<1<1,11 4  1 3

O\

O0

7 3 .1

3

l\)

3 39
Ernakulam   H  ,1 W13 12

\O

\O

141 14 14 ll111  .... __
MT11rissuri1 10  1 14 1 ll

11-1

l\J

4

____. 77: _____1. __ . _ . . ..

I-1
L»-A

11 11 13 14 ill

P 11

10712.5 1
0 1

F-u-I

Qgl

1Pa1akkad 12  _ 1  "9 1 13  9 L12 it 13 100 4 .Malapp 1 ‘Uram L 3 8 1 47 1 7 10 51 6 9 8 .60
-1
9’.

1462611666 , 12  it 1

U!

\.l

O\

O0

\I

\l

C\

O’\

1 64 7iwaydnédt   ,

X

Q

r—~

DJ

H

. |

E

l\-J

28
J

13 1liannur ; 3 3 1

O\

1»

U1

-A

1

1

1

->

Ln

LII

\l

142 10_1Kasargode 1 ; 6 1 2  2

l\->

1

l\J

IQ

-B

)1!

1

._1_. ,.

22 141
Source: Calculated on the basis scoring technique.
Ent. = Entrepreneurs, Estd= Established, Regd = Registered, Techl = Technical,
Assist = Assistance, Empl = Employment

119



4.2.4. Self Employment Scheme

This portion gives a brief account of the self-employment programme. The

Government of India, Ministry of Industry, launched the scheme_in August 1983 for

providing self-employment to educated unemployed youth. The main objective of the

scheme is to encourage the educated unemployed youth to undertake self-employment

in industry, service and business through the provision of package of assistance. The

scheme will cover all the educated unemployed youth who are matriculates (l0‘h class

passed) and above with-in the age group of 18 to 35 years and whose family income

does not exceed Rs.l0000 per annum. Further there is reservation of 30 per cent for

scheduled castes/tribes. In the modified scheme, the beneficiaries for industrial and

service ventures will include ITI passed young persons. The limit of loan for industrial

ventures has been increased from Rs.25000 to Rs.35000, in the case of service ventures

the limit remains at 25000; while in the case of business ventures the limit has been

reduced from Rs.25000 to 15000. However, of the types of ventures, the subsidy for

which are fixed at 25 per cent in 1993 this project has been modified as Prime Ministers

Rozgar Yojana (PMRY) and the matriculation pass was reduced to Vlllth standard and

whose family income does not exceed Rs.24000.

In Kerala, under PMRY 22.5 per cent and 27.5 per cent of State target is

reserved for SC/ST and OBC respectively. For business purpose maximum amount will

be one lakh and for other activities it is upto Rs. 2 lakhs. An individual gets l5 per cent

(Rs.7500) as subsidy of his loan amount. The rate of interest of the loan under the

scheme will be normal bank interest without any collateral security except assets

brought by using loan amount. The repayment of instalments would spread over 3 to 7

years depending upon the nature and profitability of the venture.

4.2.41. Role of DIC in the implementation of the Scheme

The District Industries Centers are assigned operational responsibility of the

scheme at district level over and above the present normal activities. The DIC in

consultation with the Lead Bank of the respective area acts as the Nodal Agency for the

formulation of Self Employment Schemes. It plans and monitors their implementation
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under the overall guidance of the state government. The SISI will assist the DIC in

carrying surveys, assessment of potentialities and preparation of projects and schemes.

4.2.42. Progress 

Under the PMRY programme the state government fixes the target to be

achieved by the DICs every year. The DICs, in tum, are supposed to execute the

programme in liaison with banks and other government agencies. In order to evaluate the

progress made under this programme the researcher collected data relating to the targets

fixed, number of cases cleared, amount ot‘ credit disbursed and the number of units

sanctioned, along with the total amount of credit sanctioned and amount disbursed. The

data was collected from the Director of Industries for the State as well as the three selected

districts during the period fiom 1983-84 to 2000-01. This is shown in Table 4.2.13.

It can be observed from Table 4.2.13 that the number of beneficiaries

selected from the state as a whole is 779. But in selected districts Malappuram is the

only district among the selected districts below the state average per annum i.e. 505 in

the case of number of beneficiaries selected. Ernakulam and Thiruvananthapuram are

above state average; i.e. 1389 and 1325 respectively.

It can also be observed from Table 4.2.13 that the number of beneficiaries

selected for assistance the perfomiance of DICs in Emakulam and Thiruvananthapuram

are better than Malappuram; because they achieved more than 70 per cent higher than the

state average, whereas Malappuram could achieve only 64 per cent of the state average.

As to the number of beneficiaries to whom the loan amount is disbursed;

Malappuram is below the state average and Emakulam and Thiruvananthapuram are

above the state average. Malappuram showed poor performance in relation to these two

indicators.
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Table 4.2.13

Targets/Achievements/Credit Sanctioned and Disbursed

(Average perwannum per DIC) 1983-84 -----2000-01

. No. of No.ofun1ts 1 ercemagf:1, . . .  f t
Target beneficiaries to which Amount Amount O amoun 1

. Dlsmct units 1 Selected 1 credit H sanctioned idisbursed dlSburSed=. y 1 % . * ‘P to amount 11 sanct1oned 1 y ., 1r 1 sanctioned 1
Mala mm 19351 505 352 276.24 192.5771 69.71 g

PP  472.711 (64.8) 1.11.1718) 1 (73.5) 1 (62.4);22001 1389 1 sos 1 793.3 1416.28Emakulam 1 1 ~ 1 1 52.47 ,171 17.3 165 211 183 1
Thimvanamha uram()“(1325) 1 (837) 6i)1.4i53§5.0()>3 1 64
1 1’ 1 - 7 (179)  11211__.._(160.)_-....1._<170>t1_2._g-1
1 Ke al *12s5 779 490 T375422 1 226.95

..- -Q. qo-vi

1'

__~i_

Q    -099) . (199) 1199) . (199) 6°“
Figures in the parenthesis indicates percentages to state average
Source: Calculated on the basis of figures obtained from the Directorate of Industries
and Commerce, Thiruvananthapuram, 2001.

The average amount of credit sanctioned to beneficiaries by the DICs in the

state is Rs.375.48 lakhs per armum. A comparison of this indicator with Ernakulam and

Thiruvananthapuram shows that these two districts are far better than the state average,

but in Malappuram the average amount of credit sanctioned per year is less than the

state average. The average amount disbursed also has the same feature. The percentage

of the amount of credit disbursed to credit sanctioned shows that the perfonnance of

DIC Malappuram is better than the rest.

The inadequacy of finance is also observed under PMRY, which is

considered as an important scheme in order to motivate the educated unemployed youth

for the establishment of their own units. Table 4.2.14 reveals that the unitholders

immensely suffer from inadequacy of finance under PMRY Scheme. It reveals the

disheartening position that only 53 to 67 per cent of DIC recommended amount is

sanctioned by financial institutions. Then after sanctioning the disbursed amountis

only 44 to 47 per cent of the recommended amount. Table 4.2.14 reveals that the

approach of financial agencies has remained negative towards the unemployed trying

for self-employment. The difference between amount recommended, sanctioned and

disbursed is very high in all the districts.
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Table 4.2.14

Amount Recommended by DICs and sanctioned and disbursed by
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Source: Directorate of Industries and Commerce, Thiruvannathapuramm, 2001.

4.2.5. Summary

4.2.51. After the establishment of DICs in Kerala SSI did not show improved

performance as the compound growth rate of units, employment and

investment under pre-DIC period is higher than the post-DIC period. It was
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4.2.52

4.2.53

4.2.54

4.2.55

4.2.56

4.2.57

27.97 per cent, 12.31 per cent, and 58.9 per cent in pre-DIC period and 14.85

per cent, 9.85 per cent and 14.95 per cent in Pre-DIC period in the growth of

number of units, employment and investment respectively.

Structural changes have not taken place in the composition of small scale

industry in the state as the importance of agro and forest and animal-based

industries did not show a pronounced decline. Their share in units,

employment and investment declined from 27.6 to 30.8 per cent, 50 to 26.5 per

cent and 29 to 42 per cent respectively and the importances of rubber,

petroleum chemical non-metallic mineral industry have not shown a

pronounced increase.

Analysis of the performance of DICs based on nine selected characteristics

shows that the DICs in Kerala are not relatively better than the all: India

averages in respect of all eight variables and in the cash subsidies Kerala

averages is at par with all India averages. The co-efficient of variation in

Kerala is very high in respect of most of the indicators compared to the all

India performance.

The DICs has not succeeded in assisting the socially downtrodden classes. The

number of registration given, SSI units established and employment generated

not increased gradually over the years.

Inter-regional comparisons of the performance of DICs show that the

performance of DICs in Cochin region is better than the rest. The DICs in

backward Malabar region failed to provide the desired level of assistance.

District-wise performance of DICs measured through perfonnance index

indicates that Thrissur district stands first, whereas, Kasargode is at the bottom.

Better performance of DICs in Thrissur and Emakulam is due to the

agglomeration advantages enjoyed by the industrial units.

It can also be noted that performance of DICs in districts with strong industrial

base and relatively developed is better than the rest.
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4.2.58. Inadeq_uacy of finance is observed under PMRY or Self Employment Scheme,

which is considered as an important scheme to motivate educated unemployed

youth to set up industrial units.

4.2.59. The study also reveals that the approach of financial institution towards

educated unemployed youth trying for self employment is not positive.

It is clear from the analysis that the performance of DICs in Kerala is far

below comparing the all India perfonnance. An inter-regional analysis of the

perfonnance of DICs also suggests that in backward region like Malabar DIC failed to

accelerate the process of industrialization. Across the districts, the perfonnance of DICs

in developed districts is better than in backward districts. This shows that the benefits

of industrial development, after commencement of DIC programme, could not percolate

down to the backward region and districts adequately. Therefore it is suggested that

efforts should be made by DICs to concentrate on the development of backward districts

and regions. If necessary more funds are to be allocated and DIC personnel should

work with greater vigour and zeal. It can also be noted that the DICs, no doubt, have

not succeeded in assisting and motivating SC, ST beneficiaries in establishing SSI and

artisan units.
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4.3. Performance of DIC-Assisted SSI Units

(A N on-theoretical Analysis Based on Primary data)

The performance of DIC-assisted industrial units in the selected districts is

evaluated by using structural ratios, linkages with the hinter land. The views and

reaction of sample beneficiaries about DIC assistance were also taken into account. The

main objectives of the sample survey are:

l. To identify whether the DICs have succeeded in attracting new entrepreneurship

into the field of industry.

2. To know the performance of industrial units established after the DlCs.

3. To find out the linkage effects generated by the industrial units with the hinterland.

4. To measure the degree of assistance received by the entrepreneurs from DICs, and

also their views and reactions.

4.3.1 Sample Design

The sample survey was conducted in three selected districts, of which one

district is industrially developed in the state, second one is industrially most backward

in the state and third one is lying between these two. The districts are drawn from the

three economic regions, namely, Travancore, Cochin and Malabar. The sample districts

include Thiruvananthapuram from Travancore region, Emakulam from Cochin region,

and Malappuram from Malabar region. The total number of SSI units in the entire three

sample districts is 63062 and its 37 per cent is situated in Thiruvananthapuram, 46 per

cent in Emakulam, and 17 per cent in Malappuram. The three districts were selected on

the criteria of ranking of districts on the basis of district-wise per capita income at

current prices, which is shown in Table 4.3.1.
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Table 4.3.1

Ranking of Districts on the basis of District wise Per Capita Income at current prices

Year E T‘90-1‘9117792i4ii“i‘93-2‘94- i‘*957§"9'6"- ‘97-  ‘98- 1,ii‘99l—
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\1

7

O\

U’!

\-O

.:;,:\1

Kollam  105 818'89l018‘
}Pathanamthitta if k 4  5 1_ 9 7 I I “ 11
ltalappuzha  7  1 if 12 12 9 12 = 32"11,13, 1 ]13s1 | i
Kottayam 917 11 10110110 14 j’, 3 y 4 , 4. .1 ,_  . ,._ ,.,_..______ .______V ____ r_ _v__H_r_ r _Hr _ _ _ __ _ ___ :____ _____._______i_..____7_%?__331;. . ____ .;ii_.. ,, 1,Idul<ki 12 2 2 313i3, 2 2 0 3 ” 61
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:§Kasargode 1, 121 13 10 11  11 , 11 8 A 6 A zl
Source: Economic Review, 1996 to 2000, State Planning Board, Thiruvananthapuram, Kerala.

From the Table 4.3.1 Emakulam, Malappuram and Thiruvananthapuram are

selected as sample districts because Emakulam tops, and Malappuram, the most

backward district and Thimvannathapuram a medium, in the level of per capita income

in ranking districts on the basis of last ten years district wise per capita income at

current prices.

A pilot study was conducted through a structural questionnaire by selecting

five SSI units from each of the three districts. Based on the responses, the questionnaire

was modified and administered on 43 SS1 units in Malappuram district, 115 units in

Emakulam district and 92 in Thiruvananthapuram district, covering different

geographical areas on a random basis. Despite the efforts of the researcher the response

from the units has not been very encouraging. In some units it is only after three to four

personal visits that the researcher could get the entrepreneur for a personal interview.

For the purpose of analysis, using the resource-based classification; these sample units
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were classified into five industry groups, viz. 1) Agro-based 2) Forest and animal 

based 3) Rubber, Petroleum, chemical, non-metallic and mineral-based 4) Iron and

Steel and metal-based and 5) Manufacturing of machinery and Transport Equipment.

The distribution of Sample units - industry-wise - can be noted from Table 4.3.2.

Table 4.3.2
7 pg Distribgugtiogn of ,,Sa,n3pI§ units - industry wise1 2  "2" * —'— 1-" 2 ' * _“ 0

Industry ‘MalappuramEranakulam Thimvanamha- ‘Total PercentageI 1
1

-1-.———w---—'_

1 129rf<_1rr1-.   1 of TOta1_\Agro Based 43 L 41 _61.--». .. 1  14  41
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V1<7‘ 0

~ 5.\o Js.
]_-___
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Chemical, Non-metallic, 16 19 l l3 5 48 4 19.2.Min°Ial. 1 1 . 4
Tron and siee1andMe151ii4  20 q H 33
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to
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to
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iMachinery and , 3 21 12  36 15 14.4Transportfiquipments n,Total 43 115 4 1 0! 100.0. ' I-_V______ .. . .| 1 .| . 1
Source: Sample Data

It can be observed from Table 4.3.2 that 41.6 per cent of the sample units are

Agro-based, 11.6 per cent are Forest and Animal-based, 19.2 per cent are Rubber,

Petroleum, chemical and non-rnetallic mineral-based, 13.2 per cent are Iron and Steel

and Metal based and the remaining 14.4 per cent are manufacturing of Machinery and

Transport Equipment. Thus sample units cover industrial units representing a broad

spectrum of industrial activity in the selected districts. The units in some industry

groups are better represented in a particular district due to their relative importance in

that district.

4.3.11. Age Distribution of the Units

While selecting the sample units, enough care has been taken to cover only

those units that came into existence afler the establishment of DICs, so that the entrepreneur

will be in a better position to respond adequately to the various direct and indirect benefits

they have received fro1n or through DICs during the pre-investment, investment and post

investment stages. Table 4.3.3 shows the fiequency distribution of units by age.
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Table 4.3.3

Frequency Distribution of Units by Age*
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* Age of the Units.

It can be noted from Table 4.3.3 that 11 out of 250 sample units have been

functioning before or at the time of establishment of DICs. Among 250 sample units 85

per cent of the units are in the age group below 12 years. It reveals that more units

have come into existence in the later half of the emergence of DICs.

4.3.12. Distribution of Units by Nature of Organization

Table 4.3.4 shows the distribution of sample units by nature of organization.

Table 4.3.4

Distribution of Units Based on the Pattern of Organization
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A perusal of Table 4.3.4 shows that the proprietary concems are dominant

in the sample. Of the 250 samples units 80.8 per cent are proprietary concems, 12 per

cent partnership concems, 3.2 per cent private limited companies and 3.2 per cent co

operative society. The 038 per cent comes under the category of “others” includes the

units run by charitable institutions. A comparison of sample units across the districts

shows the domination of proprietorship concerns in all the three districts.

4.3.13. Distribution of sample units based on the classification of Small Scale Industries

Table 4.3.5 shows the distribution of industrial units based on the

classification of Small Scale Industries. It can be observed that 53.2 per cent of the

sample units are tiny units, 35.6 per cent units are SSI units and 11.2 per cent units are

Small Scale Service Business Enterprises. The inter-district comparisons also show the

dominance of tiny units.

Table 4.3.5

Classification of Small Scale Industries
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4.3.14. Location of the Units (Within or out side industrial Estate! Industrial

Development Areas).

One of the functions of the DIC is to assist the entrepreneurs by providing

factory accommodation. The availability of ready infrastructure in the form of

developed plots/1 constructed shed with all facilities like availability of power, water,

roads, sheds etc in Industrial
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Estates /Industrial Development Areas lure the entrepreneurs into industrial

activity. This is so because they are relieved of some of the teething problems that they

have to encounter in obtaining licences or clearances from different agencies. Table

4.3.6 shows location of sample units.

A perusal of the Table 4.3.6 shows that only 19.6 per cent of the sample

units are located in Industrial Development Areas and the remaining 80.4 per cent are

located outside the industrial development areas. Inter—district comparisons show that

about 15 to 25 per cent of the sample units are operating in the industrial Development

Areas. This shows that the DICs are helping the entrepreneurs by providing them with

developed plots/sheds to establish their units. In all the industrial estates and IDAs

visited by the researcher, unitholders complained was about “attimari” (loading and
unloading) workers. In Manjeri mini- industrial estate, unitholders complained that

even there is no water supply facility. Some of the industrial Development Areas and

Industrial Estates where the researcher personally visited noticed that even the one by

third of the industrial estate land couldn’t be used due to locational inappropriateness of

the Industrial Estate or Industrial Development Plot.

4.3.2 Entrepreneur’s Profile

The success of an industrial unit depends upon the entrepreneurial

efficiency, which in turn is influenced by age, educational background, etc. The

following analysis gives a brief account of the entrepreneurial profile.
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4.3.21. Educational Profile

4

Table 4.3.7 shows the educational background of the entrepreneurs. It can

be observed from the Table 4.3.7 that out 250 sample units, 49.6 per cent are owned by

entrepreneurs who do have only SSLC or below SSLC. 33.2 per cent are Pre-degree

and Diploma holders. 14.4 per cent are graduates, 2.8 per cent have post graduate

degrees. The number of graduates and post graduates among the entrepreneurs is 17 per

cent. This suggests that the D1Cs have not succeeded in motivating educated / skilled

people to establish industrial units.

Table 4.3.7
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4.3.22. Age of the Entrepreneurs

Table 4.3.8 shows the entrepreneurial profile by age. It can be observed

from this Table that about 30.4 per cent of the entrepreneurs are in the age group of less

than 30 years and 69.6 per cent entrepreneurs are in the age group of 31 and above;

which suggests that young entrepreneur’s entrance into the area of industry is very low.

Out of the 69.6, about 37.2 per cent are in the age group of 31- 40 years and the 25.6 per

cent belong to the age group of 41 — 50 and the rest 6.8 per cent are above 50 years.

This analysis shows that in Malappuram District only 25.5 per cent of the

entrepreneurs are in the age group of less than 30 years. About 67.7 per cent of the
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entrepreneurs are in the age group of 31 to S0, which also indicates that young

entrepreneurs are hesitating to enter into the area of industry.

Table 4.3.8

Age Classification of Entrepreneurs

ijjfljmi T T T i 1  T
1B°‘°‘”‘3° gt (25 5) 1 (27.0) (37.0) '4

_ _....?i|

iAge Classification Malappuram Ernakulaml Thimvananthapuram Total Percentage31 34 76 3048 27

D-ll
m 

\.c>
an

u.)
>3to

_ 1 | i3‘ 4° .____-(12-2) , (420) .;.  11 30 23 ; y §1 4*”  (25.5)  (26.0) 1 _--r25~9).  .6“ -1 “"6 .‘ 5 ‘ 5 " T T__ _.___ .i__ _ __..___.__i_.L._ 3 “"60  (7.0) (4-3)   Q3.| 1 l 1. “°t“*‘???*°    °    <3-0  4) "6

4*---—

_ _—— __

1 43 115 92 1 E 1T°““  (100.0)  (100.0)  (100.0) ' 2501 100” ISource: sample data T it T it T
4.3.23. Previous Occupation

Table 4.3.9 shows the previous occupation of entrepreneurs. It can be noted

that 41 entrepreneurs (i.e. 16.4 per cent) were already in the field of industry owning or

working in industrial units. The entrepreneurs having previous occupation “Tailoring”

started mostly garment units, 10.8 per cent of entrepreneurs belong to this category.

About l6 per cent (40) gulf retumees either started a unit or purchased an earlier unit for

a livelihood. Entrepreneurs having business background (i.e. 14.4 per cent) started SSI

units to support their business. For example, the researcher noticed that bakery shop

owners started food product units and textile shop owners garment units etc. Thus

about 58 per cent (including tailoring, gulf, business and worked in industrial unit) of

entrepreneurs were induced not by DIC to start industrial units. The persons having no

job category started industrial unit is only 9.6 per cent. This shows that DIC has not

succeeded in attracting new entrepreneurs by encouraging them to start new units.

133



Table 4.3.9
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Thus an analysis of entrepreneurship based on age, educational background

and previous occupation shows that

l. More than 69 per cent of entrepreneurs are in the age group of above 30 years.

2. The proportion of graduate and post-graduate entrepreneurs is only 17 per cent.

3. By analyzing the previous occupation of entrepreneurs; only few new
entrepreneurs entered to the area of industry.

This shows that after the establishment of DICs young post graduate,

unemployed new entrepreneurs have not ventured into industrial activity.

4.3.3. Economic Performance of Sample Units

Economic Performance of Sample units is examined in terms of capital

intensity, labour productivity and capital productivity.

4.3.31. Capital Intensity

Capital intensity indicates the nature, techniques of production employed

and the employment generating ability of the industrial units. An analysis of K/L
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(Capital / labour) ratio has been made for the sample units in selected districts are

presented in the Table 4.3.10. .

Table 4.3.10

Capital per worker in Rupees

_ _....-1----

_. i__Tf—;'.T;_:—"‘__ " '“ ‘; Z'.'_ __ ' ii -ll- -—— [ 7-'-" - "  ' '7 7 '24‘ T7 7 77' 8 7 7 7
Sum of investment 1 Ca ital/labo

District in plant and Machinery 1 1 IE/L (Rs)1 (Rs.Lakhs) p 8,  'Total Labour ur

Malappuram 400.03 5 336  1191015939 A
Emakulam 618.31  542_ 125150

---._::-.:4:_:.:T:tTi.3  ~ 34333:;-3334.4.-- . e.__._<~_—.=-1-6———1
Thiruvananthapuram M 630.71 51 1 1 123426

1
I
I

_ __ __ _ii__ 2.177
1

I 1389Toralii  1705655 0
Source: Sample data

123042

From Table 4.3.10 it can be observed that the capital employed per worker

for all these sample units is Rs 123042. Inter- district comparisons of capital intensity

show that the K/L ratio is higher for units established in Emakulam district and

Thiruvananthapuram district; while in Malappuram it is below the sample average. This

means that units in Emakulam and Thiruvananthapuram are more capital-intensive and

less employment generating.

4.3.32. Labour Productivity

Productivity of labour is estimated by dividing the value of output (gross)

with the number of workers employed. Though value added per worker is a better

indicator of labour productivity than output per worker, it could not be calculated due to

non—availability of relevant information. Table 4.3.11 shows the output per labour.

Table 4.3.11

Output per labour. . , Labour j Output/1abour.i
D‘S“E.t--_. _ 1 Omput(RS' S) i 1 RS- (n@I%IJm1m.)

.1

Malappuram 442.182 A 336 ‘t 131602 ‘

1-q‘-,1

Emakulam \ 1023.  8 542 i 18877299
Thiruvananthapuram 71 1.63 I 51 1 139262
Total 2176.958 it 1389 1* 156728Source: Sample Data n
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It can be observed from Table 4.3.11 that labour productivity per person

employed is Rs.156728 for the sample units as a whole. The labour productivity is

highest in Emakulam district (i.e. Rs. 188772). The lowest productivity is in

Malappuram district i.e. Rs.13l602. In Thiruvananthapuram also labour productivity is

below average, i.e. Rs.l39262.

4.3.33. Capital Productivity (O/K)

Like labour productivity, capital productivity is also calculated by dividing

the value of output (gross) with the amount of fixed investment and presented in
Table.4.3.12.

Table 4.3.12

Out per unit of Capital
, _ , _ _ ___  ,__ _,_,_,________7—— —-L — ---— I I | , ,,__________~_--~~~ --I I

Districts Rs lakhs  Rs lakhs I (I11 Rupees)l Output  _CarpiIa1
Malappuram J 442.182 400.035 it 110530
Ernakulam 1023.145 678.31 150837:1  ____ I   A I __~~_
Thiruvananthapu_ram 711.631  630.71 ' 112850

_1q

-Q-o--_-_1_¢..._

_ ,,_ __ _ ___  _, _ 7 g_____7____ _7 D _ _, __Total  2176.958 1709.055  127378._ __ __-.  1. _ ._ 1 __.______ . __....
Source: Sample data

From Table 4.3.12 it can be inferred that output per unit of capital for the

sample units as a whole is Rs.l27378. Units in Ernakulm have the highest O/K ratio

i.e., Rs..l50837 and the lowest in Malappuram Rs.110536 and Thiruvananthapuram are

also below whole average i.e. Rs.l12830 lakhs.

A comparative study of three structural ratios, viz, K/L. O/L. and O/K

throws light on the relative performance of units in the three selected districts. From

Table 4.3.10, 4.3.11 and 4.3.12 the following features can be observed:

4.3.331. There is a positive correlation between capital per worker and output per

worker. In Emakulam and Thiruvananthapuram capital per worker is high

compared to Malappuram and thus, in these districts output per worker is also

high compared to Malappuram
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4.3.332. The relative perfonnance of units in Emakulam is far better compared to

Thin/ananthapuram and Malappuram .

4.3.333. The performance of units located in Thiruvananthapuram stands second to

Emakulam in respect of all the three indicators.

4.3.334. The performance of units in Malappuram is very poor as the K/L, O/L and

O/K ratios are the lowest in this district.

Fro1n the above analysis it can be summed up those units in E.rna.ku.1am

district have outstanding performance, than these in the other districts.

4.3.34. Sources of Funds

Availability of credit, both short term and long tenn, facilitated the
establishment of industrial units. Table.4.3.13.shows the various sources of funds for

the industrial units district-wise. It can be observed that about 22 per cent of the funds

have been contributed by the owner/proprietors. About 20 per cent of the funds have

come from tem1 lending institutions like KSFC/SIDBI etc. and about 58 per cent from

commercial and co-operative banks.

Table 4.3.13

A .

l

pg  Source of Funds-_Distgrict wise (in percentages)Industry \Own I ‘y Malappuram Emakulam  Thiruvananthapuram Total12 1 24 18 54
_ (27.91)?) 1 (20.87) p_g_(l9.57)  (21.6)Term loans  ‘ 5 A 21 25 51

>

$1931/KSFC...
Bank \

(11.62)) I (18.26)   (27.17) g_ (203)26 70 49 I 145

I

-L--..
1

(6O.47)__ 1 (60.87)  g(53.26)W (58.0)
l

-I5
L»)

P1‘4
U1

\oto

toui
©

T°‘a1 1 (100) 1 (100) j (100) 1 (100)Source: Sample Data     T   8 7
Figures in the bracket indicate number of units.

Across the districts there are significant variations. ln Malappuram district

where 27.9 per cent of funds are mobilized from own funds and only 11.62 percent from

term lending institutions. In Thiruvananthapuraml9.57 percent are mobilized from own
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funds and only 27.17 per cent from term lending institutions. These figures for

Emakulam are 20.87 per cent and 18.26 per cent respectively

4.3.4. Linkages

The linkage effects generated by industrial units in the selected districts are

estimated by adopting the methodology of the IDBI Report “IDBI assisted Industrial

Estates in Karnataka and Andhra Pradesh”1, i.e. when inputs are purchased within the

district, income and employment will be created to the local people and hence it is

dccmed to have strong backward linkages. Similarly when output is sold in the same

market it creates a strong forward linkages as some units, which otherwise would have

purchased these products outside the local areas, have access to them within the local

area itself. Purchase of inputs and sale of output outside the district represent leakages.

Table 4.3.14 shows the sources of inputs and place of sale of output for the

three selected districts. A close look at the table shows that only 20.8 per cent of the

inputs purchased by the units are from within the district and the remaining 79.2 per

cent of the inputs are purchased from outside the districts. Similarly, 34.4 per cent of

the sales by the sample units are made within the district and the remaining 65.6 per

cent of the sales are affected outside the districts. This suggests that the backward as

well as the forward linkages of sample units with the hinterland are very weak. The

leakages are more than the linkages.

Table 4.3.14

Source of Inputs and sale of Output__ _ _ ___ .. _ ,.__ __ *'_ '~ __ - - ~~ .4 .
Inputs Sale of Output ii

_ District State State  District 1 State State 1
. l l ‘. . ‘ Within Same 1 Outside 1 Same Same 4 Outside 1Districts 1: 2 7  WMalappumm z 8  21 14 11 20 . 125    118.6)  (48.8)  <31-6), (126)  (46-5>1 1179) 1_ 1 i A pi iEmakulam i 24 62 p 29 l 44  49 22

'_ 1‘1 sh . 1 28 W ig _  f _(20.9)  (53.9) (25.2)m p_g (38.3) g_ (42.6);g(19.l) 5. 1 20 1 44 7% 28 1 31 1 33 AThiruvananthapumi 1
Total 1 52 17 127   , 62 ,

S (20.8) (50.8) { (28.4), (34.4)  (40.8) 4, (24.8) '1

(21.7) (47.8) 1 (30.5)  (33.7)  (35.9) (30.4) _71 l 86 102 ‘
Source: Sample Data.
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Comparison across the districts suggests that units established in

Thiruvananthapuram and Emakulam districts have higher backward as well as forward

linkages with 21.7 and 20.9 per cent of inputs purchased, 33.7 per cent and 38.3 per cent

of the sales made within the districts respectively. In contrast leakages are very high in

Malappuram district, where only 18.6 per cent of the inputs purchased and 25.6 per cent

of the sales made are within the district. The main reason for a high degree of leakages

in Malappuram district is the poor economic development and lack of purchasing and

sale facilities.

From the above analysis it is inferred that

4.3.41. The units in Emakulam and Thiruvananthapuram districts are generating

maximum linkages, both forward as well as backward, with the hinterland.

4.3.42. The units in Malappuram are having more leakages than linkages.

4.3.43. The linkage effects generated by the sample units with the state are high, as

more than 70 per cent of the inputs purchased and output sold is in the state

itself.

4.3.5. Employment (Linkages)

The employment linkages generated by the SSI units district-wise can be

noted from Table 4.3.16:

Table 4.3.15

Employment — district wise —- Labour Nativity.

Districts Same District Same State Outségtithe  Total~' ' ' ‘.'~._ "; ~ T *—' y _i-i¢— .-._ '- - ‘> -- 7' 7'l it '3 3   |Malappuram » 257 42  37 336, 7 (76.5) (12.5) 11.0) (100.0)(1‘ D | ‘ZEmakulam ii 56 1 5421 423 p 63
_ K p g _ “ p (78.0) Ma 411.7)  (10.3)  (100.0)1 379 46 .Thiruvananthapuram  M 86 if i 5114 _ (74.0) (9.0) ‘ (17.0) (100.0)

Total E 1059 151 179 gr 1389. . - , __za.--_ (76-0)  U1-0) lg (13-0) 1 (100-9)
Source: Sample Data
Figures in the parenthesis are percentages.

139



It can be observed that employment linkages created by sample units are

very strong with 76 per cent of the total labour is drawn from the same district and only

ll per cent from the same state (other than the district) and the remaining 13 per cent

from outside the state. Comparison among the districts suggests that barring

Thiruvananthapuram. Malappuram and Emakulam between 10 and ll per cent of the

employment created by the labour are outside the state, whereas in
Thimvananthapuram, it is about l7 percent. The main reason for a high degree of

leakages in employment compared to Malappuram and Eranakulm is that the district is

located on the 'oordcr of Tamil Nadu state and some of the industries are dependent on

Tamil Nadu for labourers.

4.3.6. Factors Influencing Location of the Units

The success of an industrial unit depends on the right choice of location.

Therefore an analysis of the factors influencing the location of the unit is analyzed by

using scaling technique. Weightages were given based on the degree of importancez.

Table 4.3.16 A&B shows the degree of importance of various factors influencing the

location of the unit. (Refer Tables: l, 2, 3, & 4 in Appendices)

Table 4.3.16 (A)

Motivational Factors for Selection of Location

‘  1 in Avai1.6f' ;,;3X;nI;it :.Av.i1. 1 .
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Below 2 — LOW

2 to 3.99——MODERATE

4 to 6.00——HIGH
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It can be observed from Table 4.3.16 (A) & B personal preference has a

high degree of influence on the choice of location for the sample units as a whole. The

proximity of market, availability of ready shed/plot, infrastructural facilities, proximity

of raw materials and incentives has only a moderate degree of influence.

Inter district comparisons do not display significant deviation except in

Emakulam, where incentives and availability of skilled labour have only low degree of

influence. In Thiruvananthapuram proximity to market have a high degree of influence

on the location of the units and all other factors are moderate. There is no factor, which

has a low degree of influence. In Malappuram availability of skilled labour has only a

low degree of influence and except personal preference all other factors have only

moderate degree of influence.

Table 4.3.16 (B)

Motivational factors for Selection of Location
.. _ W ,_ _ _ ~— ___ ~' ____,*--~ , __ _—~ *'- ir1 Degree of 1  ;{   l

Lsafisfacfion A  Total Sample E/lalappurarn Y I I§.rnakulam. pg  Thiruvananthpuram }
,High '1. Personal Preference l.Personal l.Pers0nal 1.Proximity of Market '1
(4&above) p(4.2)_ W Kg _g Preference (5.05) Preference_(4.28) gg(4.61)_M 5

l

Moderate l.Pr0ximity to market 1 1.Availability of il.Availability of  1 Personal preference ‘
(3.6) (Ready shed (3.05) ready shed (3.74) (3.65)(2 to 3.99) ; . ,
2. Availability of §2.lncentives (3.0) l2.Availability of  Availability of ready
1ready shed (3.32) l {infrastructure (3.48) Fshed (2.86). i \ .

aii ‘Ail

--w-1-1.1.-._ ._Z

I ,3. Availability of 3.Pr0:-timity to 3. Pfoximity IO [3.Availability of
\ ‘infrastructure (3.04) market (2.91) market (3.12) infrastructure (2.62)l ' l

4. Proximity to raw 4.Availability of 4. Proximity to raw 4. Incentives (2.61)
materials (2.61) Infrastructure (2.68) materials (2.65) 1 Il 1 ;; Il I I t

| 1 1I .
5.Incentives (2.35) ii5.Proximity of raw ll . 5.Availability of
y imaterials (2.42)  §Raw materials (2.50)
I i l )6.Availability of Sklllff1 .  _   g  P: it  llabor (Z15)  _. i

Low l 1. Availability of 1.Availability of l1.Availability of Y
(Below 2) Skilled labour (1.94) skilled labour ( 1.88) lskilled lab0ur( 1 .83)

O

; I-  _  _. 2-gI_n¢¢ntiv§$.(1-9) I
Source: Sample Data

4.3.7. DIC Assistance -- Views and Reactions of the Beneficiaries

The views and reactions of beneficiaries about the DIC assistance are as

follows.
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4.3.71. Factors influencing the Selection of Line of Activity

Factors influencing the selection of line of activity are measured by giving

weightages to the responses of the sample units3. The averages scores and the ranks are

given in Table 40.3.17 (A) & (B). A close observation of 4.3.17 (B) shows that self

motivation has a high degree of influence on the selection of line of activity (2.2). This

followed by the influence of other agencies which, in tum, includes-- banks, financial

institutions and promotional agencies of the government except DIC. (Refer Table 5, 6,

7, & 8 in Appendices)

Table 4.3.17 (A)

Motivational factors for selection of line of Activity
Y Motivational factors

NameoftheDistrict. it is it    is 7 2 1   "T
= Self Motivation 1 DIC Other Agencies Father/Brothefl

Friends and Relatives

Malappuram n=43 . 2.42 ) 1.12 1.7 0.77

Ernakulam n=1l5 f 2.40 1 0.75 1.64 1.21

-1,-¢--—

Thiruvananthpuram.n=92 P
D _ _ . _ ___ 1. ____ _I _

2.04 1 1.01 ,- 1.87 1.05
i
|

Average n=250 H 2.2 E 0.91 ' 1.74 _1 1.08|_ , _,_ _

___i._-\-—

Source: Sample Data
Degree of Influence
Below 1 - LOW
1 to 1.99 - MODERATE
2 to 3 - HIGH

Table 4.3.17 (B)

Motivational factors for selection of line of Activity

Satisfaction, W

. T" 1 "ST 1   T7
A Degree of ‘ Total sample 1 Malappuram I Ernalculam Thiruvananthapuram
; High it 1.Se1f Motivation 1 1. Self Motivation 1 1. Self Motivation A 1. Self Motivation‘ (2 to 3)  M_ (2.42)    (2.40) mj (2.04)
‘Moderate . l.Othcr Agencieshiv l.Other Agencies 7 1 l.Other Agencies 1 l. OtherAgencies ‘*7(1 to 1.99) (1.74) (1.7) 1 (1.64) (1.87)

2. Fathcr/ j 2.1)1c(1.12) 2.Father/ ‘~ 2. Father/Brother/’
5 Brothers/Friends 4 *1 brother/Friends Friends &Relatives
I & Relatives (1.08) &Re1atives (1.21) Y (1.05)

l

1 item H . 1  _  .  3+._D1C (101)

I

I

I

i

Low 1. DIC (0.91)  1. Father/Brothefl 1 1. D10 (0.75)
1 (Below 1) F Friends & Relatives..   (0-77) T

i

Source: Sample Data 9
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The degree of influence of these agencies is moderate (1.74). The influence

of DICs in the selection of line of activity is low (0.91) for the sample units as a whole,

and also in Emakulam (0.75). But in Malappuram and Thiruvananthapuram the

influence of DIC is moderate i.e. just 1.12 and 1.01 respectively. Thus the inter district

comparison shows that the impact of self motivation is high and other agencies

(Moderate) in all the districts, but there is minor deviations in the case of the influence

of DIC s and fathers/brothers/relatives and friends.

4.3.72. Registration

One of the main functions of the DICs is to give permanent registration to

industrial units which enable the entrepreneurs to avail themselves of the various

incentives, concessions and other benefits from agencies related to the development of

small scale industries. Therefore the extent of help or assistance provided by DICs in

registration of units is assessed in terms of the number of visits made by the

entrepreneurs to the DIC office to get permanent registration. Table 4.3.18 shows the

number of visits made by the beneficiaries to DIC office.

Table 4.3.18

Number of Visits Made by Entrepreneurs for Permanent Registration

Number of visits if 1 lvlalappuram ifiliirnakulam Thiruvanantha uram Total
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’ 7 ‘ 364 E I (31.30) _(l7.39)  i (23.6)-  gt. 416.28) . .> 4 1 17  32 16. (39.53) 1 (27.83) 3  (17.39) | (26)

_i.___.._i_

1

J

Total 43  115 92 250_  3  (190-00)  (100-09)- (.190-00)  (190.-.00)

1

1

Figures in the parenthesis indicates percentages K
Source: Sample Data

It can be observed from Table 4.3.18 that all the sample units have

approached the DIC for permanent registration. Permanent registration is supposed to

be given to the industrial unit within one year after commencement of commercial
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production. It can be observed that the number of visits made by the sample units to get

permanent registration is alarmingly high. Sixty five units (26.0 per cent) have

reported that they have made more than 4 visits to get the permanent registration. One

hundred forty units (56 per cent) have made 3 to 4 visits and 45 units (18 per cent) have

made 2 visits to get permanent registration. It is this time consuming process involved

in giving permanent registration by the DICs that has made some of the entrepreneurs to

feel that the DICs have become yet another hindering agency in their way to establish

industrial units and some of them have even blamed the government for starting the

DICs. In the context of permanent registrations, comparisons across the districts also

shows wide ranging deviations, while in the case of Malappuram district 39.53 per cent

made more than 4 visits, it is 27.83 per cent and 17.39 per cent in Emakulam and

Thiruvananthapuram respectively.

4.3.73. Training

One of the main functions of the DICs is not only to identify and motivate

the entrepreneurs to enter into the field of industry, but also to provide them training in

establishing and running the industrial units. In this context the DIC can organize

Training Programmes either on its owner in collaboration with other agencies like

KITCO. SISI and NISIET etc. From Table 4.3.19 it can be noted that only 24

entrepreneurs out of 250 sample units have received technical/management training

under the “Entrepreneurial Development Programme “ (EDP) of which 16 entrepreneurs

informed that the training programmes are useful and the rest expressed the view that

the training programmes are not very much useful to them.

Table 4.3.19

Training Received or not § Malppuram  Emakulam

g _ g g Traininggto Entrepreneurs U pg
Thiruvananthapuram § Total

-_ In9 24. _ I ‘
lTraining Received 4 I l l ;'

-.-.~i.__

Training not Received p 39 104 83 i 226

-—|_ii—--on

T lTotal 7‘. 43 1 115 92 . 250
Source: Sample Data“ 7  W7  7
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4.3.74. Credit

Finance is the lifeblood of industry. The success of industrialization

programmes mainly depends on easy availability of financial assistance, both for fixed

capital investment and for working capital needs. Apart from easy availability,

adequacy of financial assistance at the right time, at reasonable rates of interest

facilitates the growth of industry. In this context this researcher tried to elicit

information about the sources of credit and also the views of the entrepreneurs and their

reactions, which are presented in Table 4.3.20 and 4.3.21.

It can also be observed from Table 4.3.20 that 58 per cent of the

entrepreneurs availed credit assistance from commercial banks, l0 per cent availed

loans from Kerala State Financial Corporation (KSFC), and only 1.6 per cent availed

credit assistance from NSIC (National Small Industries Corporation), for the purchase

of machinery under the Hire Purchase Scheme. Eighteen entrepreneurs availed financial

assistance from Kerala State Small Industries Development Corporation ( KSSIDC), 4

entrepreneurs also availed credit assistance from SIDBI (Small Industries Development

Bank of India) and fifty-eight per cent of the sample units (i.e.l45 units) availed

financial assistance from agencies like SBT, SBI, other nationalised and scheduled

commercial banks. cooperative bank etc.

Table 4.3.20

Agencies Approached for Financial AssistanceI ,  I   - - _. S
Districts KSFC 1.: KSSIDC I NSIC " SIDBI Ba“.k““d. .W _   7 |   A g_   Cooperatlvesocieties.

__l

| Malappuram 3 2 0 O 26

-_- w---w_1

.. ,..,_ . __ '-_ *7 ‘ 'Eranakulam ‘ 12 8 l 2 5 70V ‘ __ .,. -  - __77 __  _    _. _:. I   __. _ ;
Thiruvananthapuram , 10 8 3 4 1 497 W _ _. _t_._ __ _
ma‘  I (10.9), _(7.2) , (1.6) ll (2.4) (58.0)

I I25 18 4 » 6 145 I
Source: Sample Data  I

Table 4.3.21 shows the reactions of entrepreneurs on the adequacy of loan,

time taken for appraisal, procedural difficulties, repayment schedules etc. It can be
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noted that in Table 4.3.21 about 198 units obtained financial assistance from one agency

or the other. As regards the adequacy of loan 109 entrepreneurs considered the
assistance sufficient and 89 held the view that the loan amount is not sufficient. As

regards the time taken for appraisal and sanctioning of loan amount, 73 respondents

considered that their applications were processed and the loan amount is released in

reasonable time by the financial agencies; 34 considered that they have received loan

assistance promptly, while 91 units reported inordinate delays in appraisal and

sanctioning of loans but 69 reported that project cost escalated due to the delays in

sanctioning loans. However, io) respondents expressed the view that procedural

aspects involved in processing and sanctioning of the loans are highly cumbersome. As

regards the repayment schedules are concerned, 107 out of the 198 respondents

expressed the view that repayment schedules are not very convenient.

The involvement of DICs in processing the loan applications and pursuing

the case for sanction of loan is expressed in the Table 4.3.22.

Table 4.3.21

_ I Reactions of the Entrepreneurs on the Financial Assistance  ‘"WTZT ' ' ”— 1 A ”'_ C A , | ostmer 1, . - . 12 run due to 1
' A‘ “ltd or i Adequacy Tiim taken for . Procedural Aspectsi Repayment Schedule delay innot , 3[)|)l'3lS2I| and sanction 1 loan\ 1

‘T441 _

1 Districts 1 .-2 _._._11 . _ __.._,_..._~.   5?.'!¢l'°"' ' 1 1_ . Not . Not 1 i .. .  Not _* .
A\a1led%iAvaikd Suffienent. wrficiem Long Reasonable Promptnpbnmple Cubersome Convement gcomwnicm Yesi 1\o- A ‘H - ... . . .__;:" 1, 7*." ._._'. I 7-._.' . ..___..1 ~ 11 ,1 '1 11 1Malappuram%31 1 16 10 12 ; 9  91 22 12  19 19122

|Ernakulam1 93  22 58 §35 152 30 111 1 86 52  41 35 58 ;

v--I
|\-3

r-4
Q13

in.-... ——.___.._.
1

1.

i.

1

J

I1 1
1

ll _ _

1

1 1!.a__.. -,____  W.-. .1  , -1i Thiruvanan- 1 1 1 1 1 '1

Lthapmm 74 18 36 138129 31 114 15 59 27 47 2549L - .. 1 _. ,. - _.__. 1 i iI 1
I T0181 198 521* 109 89 1911 73 34 31 167 , 91 107 169,1291 1 1 11——...-_ 3-_._1  i _ __ , I i__ . 1. . 3.. . f, _ . . .1 _'
Source:-S ample Data

According to Table 4.3.22, 37 out of the 198 respondents reported that they

have involved the DICs, out of which, 2 respondents considered that the D1Cs are very

helpful. For 10 respondents it is only helpful, but 27 expressed the view that the DICs

are not helpful in any manner. Some of them also expressed that the loan applications

processed by DIC officials and forwarded to banks /financial institutions recommending

the sanction of loan assistance were either rejected or called for reappraisal, involving a
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lot of delay. Some of them formally expressed the view that DIC Credit Managers

neither have competence nor are genuinely interested in rendering any type of assistance

in this respect.

Table 4.3.22

Role of DICs in Credit Assistance

! District ‘ Involved l Not involved Very helpful Helpful UnhelpfulI Ti 'I ___._ _ . 1_ l I
|

____ _ i ___ __‘i ** ' -' 1* - *—'— "'-' 7
Malappuram 7  24. "1 --___..__. ,,.__|

®

DJ

A

A -77 Ki  | —WiEmakulam l 18  2 A 4 i2

T »-i

_J?;

\1
I U1

hiruvananthapuram= 12 2 62 0 | 3 9
Total i 37 E 161 2 IO 27___  M; I  li _.,, . l___ ___.

iii

4-1-ii

Source: Sample Data
As regards the mode of release of loan and their views regarding supply of

machinery, the units failed togive proper responses.

4.3.75. Raw Materials

One of the functions of DICs is to help the entrepreneurs in processing

scarce and imported raw materials. In providing raw material assistance to needy units

DICs are supposed to liaise with SIDECO, NSIC and other government
departments/agencies. During the survey it was observed that few entrepreneurs

approached the DICs for the supply of raw materials. Table 4.3.23 shows the number of

entrepreneurs who approached the DICs and their views about such assistance.

Table 4.3.232  Raw MaterialAssiswn¢§-.,  _
i i No.of Entrepreneurs “ R bl 2 R. h. . Ad t; District availed raw material eaaina 6 4 igt y equae1 . Pnce ; Time . Quantity. , __ assistance    llalappuram 3 i 1 l l gt 2-_ is ._  __l[  . , 2  . __ iEmakulam  9 } 4 L 2  4I H  7' 7 IMSD  7 7- ‘  flu I‘ U Wl Thiruvananathapuram  8 ll 4 l l 3Total 20  9 1 4  9

Source: Sample Data
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It can be noted from 4.3.23 that only 20 units approached DICs for raw

material assistance, of which 9 units held that the raw materials were supplied to them

at reasonable prices. But the rest of them were not happy as regards the DIC’s role in

the supply of raw materials. The major complaints in this regard are inordinate delays

and inadequate supplies. In informal discussions, some entrepreneurs expressed the

view that the functional managers in charge of raw material assistance were not helping

them in any manner. They also criticized that the SIDCO are not following any clear

norms for the supply of raw materials and also are more biased in favour of large and

medium scale units. Some of the entrepreneurs criticized the policy of supplying

agencies calling for advance payments before the supply of raw materials, which is

locking up their working capital and in case of any delay the units are not in a position

to purchase them from the open market. Some other entrepreneurs complained that

government raw material price is higher than the open market price; and SIDCO is not

bothered. even though we reported this, because, they are interested only in their salary.

4.3.76. Marketing

DICs are expected to assist the small entrepreneurs in marketing their

products by way of supplying the necessary information to the units about the market

potential, price preference schemes offered by the State and Central govemments,

export possibilities and also liaise with the KSIDC which makes purchases on behalf of

the State Government. During the course of the survey none of the entrepreneurs

reported that they have availed marketing assistance through the DICs. But some

entrepreneurs reported that the DICs helped them in displaying their products by

allotting stalls freely in the trade fairs or exhibitions. In the freely allotted stalls, there is

no lighting facility and sales are very poor; because they allots stalls which lie in the

corner position of exhibition field. But if we pay, we will get much better stalls, where

sales are much better, and thus we abandoned freely allotted stalls and purchased
another one.

4.3.77. Incentives

In order to attract industries and encourage growth of industrial units the

Central and State governments have announced a package of incentives. The various

incentives offered to industrial units include state / central investment subsidy, concessional

finance, interest subsidy, seed capital/margin money loan, power subsidy etc. Table 4.3.24

shows the number of units, which availed themselves of these incentives.
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Table 4.3.24

Number of Beneficiaries availed various Incentives.

w- —._Li _Z-__

1

11.___ _ 1. __ .I ___ _ . . J

Districts 1Investment:ConcessionaltllnterestQ Mar in 1 Power A Sales Tax Price ii
Subsidy Finance Subsidyl g subsidy i Exemption Preferencel

3 Capital/ A '

1 Money7  L989 1 1  *
lMalappuramy 15

ii o\

é l\J

_L.___i ;_

3 .

re be so T 7*
Emakulam 34

1 W1 2 3 .2

ii‘
l\J

\l

C\

_[__.._

Thiruvanan 0
22

_ thapuram H

1--.1—.-.._.-,_

2 ‘ - =-6 "1
1

0° l.

U‘ .

O\

1+

fn-—_-v

1

l

Total 1 71 4

ow

t_._J_

1N1
cm

l,__._

"32. .

1;.

K11 to

Source : Sample Data

V Types of Assistance Received from DIC  1  W

Table 4.3.25 (A)V F T“ T V . .1. 1 . . .. . .. lnformation PMT *1 .Rec0n-1m F
Suggesting Supply Proccdum Feasibility Feasibility and and 1 Raw - endation “Marketing.District the projecti of the report ' report . . . material for . Counselling

iproduct. aspect preparation appraisal , "“‘°h'?‘° Pr°Y'sw'?al;Assistance eligible asslstancciprofile

_|

- supp-lies Registration.

P 1.35 10.95
g A __ N _g g __ H W  1_H g (incentives, at ;l_ !

1.0 1.0 1.05. 0.93 1 1.07 0.58 0.84 0.53" 0.86 ‘. __ 1. _ _ |. .. _, _
EKM 1.38 $0.67 1. 15

_

1.23 0.360‘1.17 70.971 1.49 0.51 10.99 10.670l 1, .. l__ .1~~ -- 1 ' f| ' 1 "r ' 1' ‘ i
TVM 0.96 0.46.-~ _ 1 1- ' 1 1.28 0.85 1.40  0.55  1.25 1 0.38 . 1.43 0.32 '71___  _ _l ._ iv _ V L A  . 1 1 5

g 10.641‘Total 1.22
~ *1

1.17 J 1.05 . 1.24 0.81  1.32 0.481 1.13; 0.52 1

lo
‘Q

1

__._

0.89 1
f.
Source: Sample Data
Degree of Satisfaction
Below I-Low
1 to 1.99-Moderate

2 to 3.00 —High

MPM= Malappuram, EKM== Ernakulam.

TVM= Thiruvnanthapuram

Table 4.3-.24 shows the number of units, which availed themselves of these

incentives. It can be observed from the table that of all the incentives, 71 units out of

250 sample units availed the investment subsidy, which shows the popularity of the

scheme. The seed capital/ margin money loan was availed by 26 units. Fourteen units

availed power subsidy as well as sales tax exemption. Only 5 units availed price

preference and 4 units availed concessional finance.

The overall performance of DICs in rendering assistance to the

entrepreneurs is analysed in respect of 1;/1 characteristics. For this purpose scaling

techniques have been used, by giving weightages to the responses given by the
U

4
entrepreneurs . The averages of combined scores of the respondents for each district as
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well as for the four districts for these ll characteristics can be observed from Table

4.3.25 (A). The Degree of Satisfaction is measured by taking the range of average

scores of 2 to 3, 1 to 1.99 and below one are considered as high , moderate and low

degree of satisfaction respectively, and this can be noted from Table 4.3.25 (B). (Refer

Tables 9, 10, 11, & 12 in Appendices)

Table 4.3.25 (B)

Types of Assistances Received From DIC

:1 Degree .of i Total Sample Malappuram ; Emakulam iThiru\/anantliap-uramlsfltlsfast ~ a ll ' I . . ul ..A 5'5‘; V p Nil  Nil g  p nit % 1\1lM  -3. .
ion H pp  g_ J g H    . g

3 Moderate 31.Permanent& 1.Suggesting the l1.Permanent and iil.C0unselling(l.57)
1 to 1.99 (provisional registration Project Profiles (1.35) Provisional  1(1.32) 5; 1 registration. (1.49)

l

2.Feasibility Report 12. Permanent and i2.Suggesting the l2.Recommendations i
Appraisal 1.24 I rovisional Project Profiles (1.38) A of eligible incentivesP .registration (1.07) l (1.43)
.3.Suggesting The l3.Feasiblity Report l3.Feasibility Report 13.Feasibili1'y Report
Project Profiles (1.22) Appraisal (1.05) 3 Preparation (1.23) Appraisal (1.40)

.; 4.Procedural ‘4.Procedural Aspect T4.Feasbility Report 4.Procedural aspect
§Aspect (1.17) (1.0) .Appraisal (1.17) ((1.8)
5.Recommendationsof i5.Feasibility Report p5.Procedural Aspect 5. Pemianent andeligible 7Preparation (1.0) l(l.l5) provisional
iincent1ves( 1.13) A i (registration ( l .25)l l  1
t6.Feasibility Report E E) .

_,_,,i-.-.- i-ii __

A P[CE1I'E1Ii0I1 1 O5

‘Below l A Product (0.95) of the eligible lPr0ject Profile (0.96)1 ; incentives (0.99)  =
l §2.lnformation and 2.lnf0rmation ‘2.Infomiation & l2.Feasibility Report l

iMachine supplies .&Machine Supplies Machine Supplies Preparation (0.85) i(0.81) l(0.93) (0.97)

,,_,l..-.-—-—

l‘3. Supply of the 3.Counselling (0.86) .3.Mz-irketing §3.I.I1fOITl13.lI1011'£111(i i
Product (0.64) A Assistance (0.67) Machine supplies (0.55)

?(0.52) “of eligible Incentives ‘Product (0.67) Product (0.46)1 (0.84) .5.RawmaterialE 5 @ assistance (0.3 8)1 ;‘5.Raw material i5.Rawmaterial l5.Rawmaterial
Assistance (0.48) lAssistance (0.58) 5 assistance (0.51) ‘ \

6.Marketing _6.Counsell1ng(0.36) [6.Marketing
& 1 M M 1 ;AssiS§an<=@ (0-53) - si  fl$Si$tan¢¢(0-32).-.(_Source:- Sample Data _
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.   (- -  -  on . ..-.-a-_   1
Low l1.Counselling (0.89) l.Supp1y of the p l.Recommendations 1.Suggesting the ‘

|
|
I

l

‘4.Marketing Assistance 4.Recommendations *4.Supply of the ll4.Supply of the l

l
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