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CHAPITER 1

INTRODUCTION



Small seale industries are an integral part of the
present industrial structure. They present themselves as an essen-
tial and continuing element of the World Economy. The small scale
industries play a strategic role in the industrialization of
developirg countries and assume an jmportant position in the
econcmies of developed countries, Small seale industries provide
large scale employment to industrial labour force and account for
o substantial number of industrial establishments in all countries.
The economic analysis and practical experience ir many countries
show that the small scale industries have displayed remarkable
persistence and have eontributed gignificantly to the economic

development of the country.

Tt would not be an exaggeration to say that economic
development was equated with the growth of large and mediun scile
industries till the efficacy of small seale industries to promote
economic development has nroved it otherwise in India. The
pioneering efforts successfully made by our country to promote small
scale industries are acknowledged and other developing countries
have evinced keen interest to benefit from our exnerience in the
field, The small seale industries in India sccount for about 40%
of the total combined industri2l production., The small scale
industries also account for 10% of the total fixed capital for all

factories. These are, however, very important, éééﬁﬁﬁgng %8§?38%

of employment and 26% of output of all manufacturing concerns,
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This secter also accounted for about 16,2% of the total value of
exports from the country in 1975-76. It also contributes to 21%
of the value added by manufacture, A small scale industry requires
fixed capital investment of only ’,2,700 per worker as apainst

73,20,000 in large scale industries,

Besides, small seale industries may be conceived and
developed as an integral part of total industrial structure to
achieve not only economie objectives but also certain socio=-economic
goals of economic planning. The advantages of small scale sector
are recognised from time to time and some of them may be summarized

4

as follows :
(i) Creation of employment opportunities ot low level of
capital employment,
(ii) Introduction of new products,
(iii) Diversifieation of existing production lines,
(iv) Import substitution,

(v) Facilitate easy mobilization of capital and skill in
more equitable distribution of national income,

(vi) Products easily adaptable in local market,

(vii) Assist in developing indigeneous skill and utilising
indigeneous resources, which may otherwise remain
unutilized,

(viii) Help in deeentralisation & diversification of manu-
facturing activities and in reducing regional

inbalanices, and

(ix) It preserves the artistic skill of the craftsmen
and preserve the 'human touch' in the product,



- T

Growing recognition of these facts has stimulated
interest in the problems of developing prosperous small scale
industries, However, very few systematic efforts have so far bggfi
to study the problems connected with their promotion and develop-
ment. The need for systematic studies in the field is being
envisazed from a long time, These problems reguire to be studied
both in depth and breadth on the regional and national levels

to obtain the correct prospective of the role of small scale

industries in promoting economic growth.

The development of small scale industries in district
Saharanpur has been found far from being satisfactory despite ,of
the fact that it has good industrial base comprising 1036 small
scale and 13 large seale industries. An overview of small scale
industries in the area shows a large potential that needs to be
exploited properly and efficiently. The intrinsie need for
proper policies formulation to this group of industries had been
found, which would help in removing the constraints that exist ~nd
hampers the efriciency of small scale industries in the area. It
was also observed that most of the units in the area are operating
below their capacities, while using modern and semi-modern machin-s
and techniques of producticn and business management. Hence,
there arises the need for eritical evaluatiorn of present state
of affairs of this sector and look into the conditions prevailing

in these small scale industries,

Thus, there exists a need of study in this area,
The present study has been taken up to evaluate and examine the

techno-economic position of small scale engineering industries
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of district Sharanpur, The study also takes care of various
factors effecting the growth of small scale industries in the area,
Besides, the critical appraisal of the trends in production,
investment, employment, value added, an effective and meaningful
examination of production pattern, firancial structure =nd employ-
ment notential has been covered. The stqdy has been des gned in
such a way that it could add to a ggﬁ;g;ﬂ%gggl-and theoretical
frame work of the issue at hand and it could help us to come out

with certain policy implications in this connection.

This study will remain important again in two diffe-
rent ways. First it will lead to a better understanding of the
variablesat work, which influencesthe growth of small scale sector
in the area. Secondly, it will provide in its own humble way,

specific guidelines for the development of small scale industries,

The scope of the present study is restricted to
those industrial units which fgll in the definition of small scale
industries. The study is further restricted to the coverage of
small scale engineering industries oncrating in the area. The
engineering industry in the area covers a number of hetrogeneous,

but closely inter-connected groups of industries.

The nrimary data was collected with the help of self
prepared and pre-tested comprehensive interview schedule by
giving a personal visit to every sampled unit. For this purpose
the stratified sampling procedure was adopted, by dividing the
population in four strata and 20% sample of the total 320 small

scale engineering units has been taken for this purpose,
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The thesis has been divided in nine Chapters,

covering different aspects of the study. After Introduction, the
second Chapter covers the small scale industries as a whole
defining =~ the Meaning, importance and rationale of small scale
industries, growth pattern and promotional measure taken by Govt.
in promoting the small scale industries in India., Besides, the

present position of SSI in India has also been covered.

Chapter III deals with the brief review of literature
related to small scale industries ir India. It covers the modern
small scale industry studies, of analytical nature ard having

bearing with the prescnt study.

Chapter IV provides a brief review of Industrial
Economy of the area covering geography, demography and present
industrial structure prevailing in the area, with the role of
large scale and small scale industries in the industrial economy

of the distriect.

Chapter V deals with the methodology of the study
covering problem formulation objectives, scope, sampling plan and

basic concepts etc.

Chapter VI discusses the trend in growth of small
scale industries in the area. A comparison of growth rates in

various groups of studies in the area has 21so been covered.

Chapter VII discusses the general characteristics of
S.S, engineering industries in the area and their investment
characteristics, output pattern and employment potential. Beside

this, it -also analyses the various ratios having bearing with the
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study, in assessing the efficiency of ».S, engineering industry.
In Chapter VIII, the major problems faced by the
@ntreprenuers have been discussed.

Chapter IX deals with the recormendations drawn in

favour of this study.
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SMALL SCALE INDUSTRIES IN INDIA
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The turn of last +two docades have witnessed the multi-
dimensional dcvelopment of small scale industrices in India.
Continued cmphasis has been accorded to the growth of small
sector, since the adven® of its planning process for provid-
ing immecdiate large scale cmploymunt; decentralization of
cconomic povier, offering a method of ensuring a more equita-
ble distribution of nstional -income and facilitating an
effective mobilisation of resources of a capital and skill,
which might otherwise remain unutiliscd. The rapid grouth
of modern small scale industry during last 20 years is indced
a success story in industrial India. The increasc in volumc
of production, the wide variety of new products requiring
highly developed skilled taken up, the cmployment opportunitiss
created, the entreprencural skill development, the increase
attained in productivity, the extent of industrial dispersal
achieved, the volumc of capital mobilised for industrial
purpose, the contribution to localise industrial production
on risut all these testify to the progress achievcd‘and the
vast potentialities that furthcr coxist in the small scale

sector.

While industrialisation on the whole plays an importsnt
role in the development of underdeveloped countrics, smll
scale industries have their unique place in the conspectus of

economnic development.



In a country like India, where unemployment and underemploy-
ment are proliferating economic disceses and ‘here most of

the entreprencurs are capable of making only small investment
and where there is a dearth of sophisticated machinery

and modern technoiogy, small scctor, which is capital-desr and
labour~cheap, plays a vitel role in the overall economic
development of the country. Adaptebility of small scctor

To semi-urban and rursl environments wherc the infrastructure
is lacking makes an additional case for this sector to flourish.

2ol MinliliiG UF Ska.o SCALL IRDUSTRI S
A o " o I e
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Before going in detail it would be worthwhile to know
the meaning of the torm 'small-scale industryf. It is obvicus
¢ the term 'size of industry' mecans ‘'size of the unit
in the industry', when the term small scalc industry is used

in the foregoing pages.

In the light of the nature and objective of the study,
it is necessary to clarify the meaning of SSI. For measuring
: 2 A : - . Like
the size of the unit many criceria can be put forth-amount of
capital investment, the number of persons employed, output
(physical quantity), horse power used cte. &% Thexcriteria

T R R T e, e TR
s ITE,

ased,fh&ﬂ&irfkﬁ%ﬁﬁﬁn%éaaa~—ﬁ3ih-._wore considecred and crit-
A 5 ; . whdse L*nﬂp“' ’4-;'3‘ Ale 581
iciz.l time To time/ dué to different reasons. It has been

discussed in detail, in the chapter 'literature Survev®, of
this study (Chapter III:.

Qo
Atﬁglance the small scale sector covers the industrial



activity ranging from the artisan or traditional small
industry to the sochisticated type i.e. modern small indus:sry.
In broad way it may be classified in threoc different
categories viz.. traditional, partly modérn and modein small
scale industry. The traditional small industry category
includes in it village industrics like khadi, handloom,
edible oil, coir, tennary etc. that are nainly concecrned
with the processing of rew material for loecal markets and
also non-factory scctor covering both artisan and houschold
units which are widely dispersed throughout the country and
their markets are also resiricted to Indian boundary¢§ontrast
to it the modern small industry mcans ‘'small industry which
caters to the need of the emerging inodern economy is
progressive in outlook and adaptablc to changing conditions,

uses the r-:sult of modern science and inventions in its

production processes, and applies reasonably uptodete ideas
of organization and manasgeiment in its business operstionstl
Lastly, the partly modern industry msy be called as an
intermediate ternm to dosignate small industrial units
which have broken awey from the trsditional to the noderate

unitse Finally, for administrative purposcs, by Government

of India, some index of size has been used to define and

o

demarcate the SSI frum 18I and LSI, and also €0 broalen
Tthe scope of the small scale industry. Such changes in their

definition were needed *o kKeep pace with the devzlopment

o

1 Stalley, E., and liorss, Re; Small Scnle ~nd Houschold Indus-
tri s in a Dovcloping Bconony, Asin Pub., Bomb:y, 1965 ,0else
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of the sector; and to attain eligibility for various facilities
offered by Government. The definition for small scal-
industry states that-
"Wndertaking having invesiment in fixed ass ts
in plant end machinery not exceeding Rs.10 lakhs'.
Besides this, an ancillary sector has also been
identified to widen the inter-r=lation among 53] and LSI.

It speaks-

'Undertakings having investment in fixed assets in

lant and machinery not exceeding Re.1l5 lacs and engaged ii-
& &3

(a; the manufacture of parts, components, sub-assemblies,

toolings or intermediates; or

(b, the rendering of services, and supplying or
rendering or proposing to supply or render 50°%.
of their production or the total services, as the
case may be, to other uni.: for production of

other articles:

Provided that no such undertéking shall be a subgidiary

to or owned or controlled by, any otier undertaking!'.

tVhile announcing New Industrial policy (1977 the
new sector of unit called 'tiny sactor' has also been identi-

fied. I+ defines-~

' while the existing definition of SSI will
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remain, within the small scale sector, spectal
attention will be given to unit in the tiny sector
namely, those with investment in machinery and
equipment upto Rs. one lakh and situated in towns
with a population of less than 50,000 according to
1971 census, figures and villages. Schemes will be
drawn up for making available margin money, assist-
ance specially to tiny units in the umenll sector as

well as to cottage and houschold industries'.

T 2 : ;
The new ?cfinitions™ for small scale industries arc muach

nor: scicntific ~n! ~lso give -~ bro~’cr brosz: to the ccononic

progriss in Indin,
cs2 IMPORTANCE

There is general agreement on the inperztive need for

many underdeveloped countries to make vigorous efforts to

the development of 3SI. The reasons regarding the encouraging

of the development of small scale industries in India fall

into foll~wine four main groups;

1. Enmployment reason,
2+ Dccentralization reason,
- Social and political reason,

>
4. Use of latent resources,

First, reason which is bascd on the view that small

Definition from 'Handbook of Statistics!, 1977, 5S1
in India, DC(SSI: New Delhi.



enterprises are essentially labour intensive and capital
saving.: given amount of capital invested in 381 under-
takings is likely to provide more employment, at least

in the short run, then the same amount of capital invested
in large scale undertaking. The country like India where
unemployment is rampant and capital is scarce, small scdc
industries can be started with small capital and which
provides employment +to many. Furthernore, the cost of
economic overheads, like factory building ete. is much less
in small enterprises than in large one. SSI wculd use labour
and capital iﬁproportion corresponding more closely to

the proportions in which these two factors of production

are available in India than does large scals industry.

Praf. Mahalnobis, also advocaiod the reasons in the way,
that in view of the meagreness of capitel resourcos there
is no possibility in the short run for Creating much employ-
ment through the factory industrics... Now consider the
houschold or cottage industries. They require very little
Capitaless. with any given investuaent, employment possibi-

lities would be ten or fifteen, even twenty times greater

is comparison with corresponding factory industries -

There is no doubt whavever the number of jobs
that can be crested per unit of capital is much larger in

_ .

3. Quoted by Myrdal in Asian Drama; Vol.II, p.219.



small scale sector than in medium or large scale sector.

The following table reveals that the average capital per
employee in the various sectors in 1975-76 was Rs.l,500msms L1
sealcsector, Rs.17,250mm.s.sector and Rs.33%,%95~large scalo
scctor. However, this is not the whole story. There arc

wide variations inter se the various s-ctors in terms of
output per employ-e and value acdded per employee and nore

particularly the rate of growth in or roductivity.

Table 2.1 EFFICIENCY OF SMALL SCALE SECTCR

j TRs T :
1o, s L Per emploveg j Fixed utput per
S.ho.fcﬁtegory 'lend ,Valub ;cap.out' emplo%ge
capital added | put at 1961-
’ output | | ratio | 62 price
| in rupccs o
Ia Small scale 4,500 33,502 5,041 Uel3 15,195
sector |
Be MeSeSector 17,256 44,010 6,921 0. 39 17 ,334
e L.S. Sector 33,395 E6, 7356 13 117 0.59 22,346

Source % A.S.I. 1975-76

Secondly, there is a decentralisgation argument, which
is based on the belief that small enterprises can mor:z easily
be dispersed into small towns or villages compared to large
enterprises. Encouragement of SSI may help to preserve a
healthy balance brtween the rates of economic growth' in urban
and rural arcas. Beyond a certain point, additions to urban
population involve heavy costs in the form of investments
in social capital expenditurc. Again, a rapid flow of

population to the town not only creates unhealthy conditions
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but is bad for vitality of village life; the argument

being that those who g0 to the towns include a high prop-
ortion cf the moveable and enterprising villagers who are
dissatisfied with the lack of opportunities for progress

and advancement in the villages. Large scalo industry is
almost inecvitably atir-cted to the large urban centres and
same is likely to be true of many small undertakings too,
but therc may be considerable scope, if appropriate policies

are adopted for decentralisation of S81.

Thirdly, there is a group of arguments which stresses
the social and political virtues of small enterprise. It is
observed that growth of large scale enterprise have led to
the emergence of inequalities of income and concentration
of economic power in a few hands. But, small scale sector,
with proper safeguards will lead neighbour +to sweating
nor to inequitable distribution but will result in o larger
and more widely distributed sharing of the productive
function and therefore to a more caultable distribution of

the produ-.¢ of industry.

Lastly, there is an argunent thet small encerprises
help in drawing out latent reserve of scarce resources,
esprcially of untroprenuership and capitel. Penctration
of SSI into rural and semi-urban areas would help in

tapping latent resources and growiig entrepreneural skills.

The growth of a very large number of small Tirms in the



post-independence poriod, highlights the fact that given
the basic conditions such as sup»nly of power and credit
facilities, the latent resources of entrepreneurship can

be tapped by the growth of small cnterprises only.

Besides these arguments in favour of small scale enter-
prises, we may further add that ILSI calls for a grest
deal of managerial and technical skill. These skills
are in very short supply in underdeveloped countries and
it is important to economise as much as possible in their
usee SSI provides a way of doing this, and at the same
time provides industrial experience and serves as a train-
ing ground for large number of small scalc managers. Another
writer in this regard remarks, ‘they ar: the nurserios
where they train entreprenecur to cmbark on more ambitious
projects, workers of higher industrial skill, greater

industrial attitude.® 2

thile assessing the real role of SSI in the economic
development of our country, it is found that thos- who
have sympathy with small industry, argue that they can
get almost every thing from the small industry. Vhile on
the other hand, the other school f:z2ls that the cost of
small industry are and would be very high, it cannot
take advantages of economics and skill and eannot generate

quality goods and therefore ultimately, unless the product

Le Singh. Amarjit, and Gupta, N.S«, Indus trial Economny
of India, Light and Life Pub. New Delhi, 1978, p.l74.



of the industry is not subsidized, the smell units will

net be viables

-

Prof.P.S.Lokzsnsthan” approacih appeared to be much
optimistic, compared to thesc twe oxtreme view points

discuggsed earlicr. He is of the wview that -

=N
o
(€7
=
e
r./
0

'The future of in strengthening itself

in various vays; first by modoernis:ing its mansge--

ment techniquesj; second there should be a special

financisl institution or inatitutions to mert its

working capital nceds. Further the industry should
expand in those lines of production wher: there are
outstanding advantares. In all these scctors. the

id b2 congidered as

.,_4

growth of small industries

foriing like with the mediuwa and larze plants!

2. GRULTH OF SSI_IN INOIL

It would be worthwhile te sco how the quantitetive role
of smell scalc sector has changed during the past. In the
last dccade small industry in India hes registered a remark-

able growth rete of 15%7. in the number of units and in torms

of diversity as well as in production. Curr-ntly, the 58I
accounts for rouzhly 40%. of the industrial production of

the country with a production valu: of I'8¢1%,000 crores

- T

it

5« Loknathsan, P.S., tole of Small Tndustries in » Developing
Economy, in SSI, DCSCI, New Delhi



It is estimated that in 1982-8% the wroduction would be of

the order of Rs.19,C0C crores and +the anticipated enploymant
would incraesse from 5.9 million to 8.7 millionf)

Zven in the matter of axport. +thern has been s consider-
able increase in the last years. The total value of axport
today is of the order of Rs.800 ecrores which in the next
five years is expocted to incresso abgét Rs5.2,000 crores. The
contribution of the small sector to the country's export is

curr ntly of the order of 17% and it is expected that this

would go upto 20% by the end of F.Y.D2, period 1978-83.

Simultaneously, with the incress: in production value,
there is s wide diversity of the items wiich sre now being
manufactured in the smell scale szctor. It s significant
that whereas 180 items were raserved for exclusive develop-
ment in the smell scale sector between 1967 to Decomber 1977 ,
the number of items incressed +o 504 in one year. According
to National Industrial Classificetion (NIC) theseo items are
identified into &7 products., There is nc doubt whatsoovar
That the messurs of reservetion would alone raigs the share
of small Ind. scctor in total industrial production and in

consequence increzse the purchasing powver of t-nv industry

£ k- e 4

L

wnits in the rural areas and aiso provide larger eimnloyuert .

T et e e b o .- i e

6+ Loghu Udhyog Samachar, Vol.III. N-.6, 1979, puts




2¢3e 1 FINDINGS OF THE CEM3US UF Ss1

The national census of small scale industricss conducted
by DC(SSI. S.I.D.0. provides vory v-luable data on small
sectors It covers about 1.4 lakh units working in 1972.
Small scale industries with the total investment of Rs.1,450
crores are cmploying about 22 lakh persons with an estimatad
gross output in 1975 of Rs.5,700 crores. The emoloyment
gueration capacity of SSI is secn from tho fact that in
S«3. sector 21 persons find employment for en invaostment of
Ksel lakh, whereas tne same amoun®t of investment offers
employment for 5 persons in the L.S. s:ctpr. Similarly, ‘tie
rate of output to invesiment in the S.5. sector is nearly
three times the corresponding ratio in the L.S. soctor. About
2,400 products were manufactured in the small scale gs:cieor
in 1972 with gross value of Rs.2,600 crores. Raw material
worth Rs.l,497 crores were utilised by small units, 9 percent
of which were imported. This agein proves that small units

ATra more lnd1”°nous—1nﬂut basad.

The capacity utilisation in 1972 was of the order of

5% percent wheresas unit utilising 60 percent to 80 Dercent
of their instslled capacity were from industries like veget-
ables, tamed light leather, woolan knittad wesrs, printing,
cashewnut roasting and frying, ready made garments, tiles

-,,1_

and parts of industrial maciinery. During the la

(1]

2 yéars

ct

{

the growth rate in the small scale svetor works out to

10 to 11 per cent Per years
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CONTRIBUTION TO NATIONAL PRODUCT

o

The national income accounts do provide us with a basis,
though rough, for estimating the contribution of the small
scale sector to the Indian Economy. Value added by the
manufacturing establishments in the country are presented
in the national income account under two heads: registered
and unregistered. The latter corresponds to the non-
factory segment of industry, i.e. manufacturing and process-
ing activities undertaken by houscholds and non-houscholds,
all of which do not strictly fall under the purview of
HModern 31 For want of data, however, onc may rogard the
entire contribution here as that of the small scale sector.
The rogistered sector, on the other hand, covers all factory
establishments whcther small, medium or large, registered
under the factories Act. Only the portion of this sector,
viz., the small scale factory estdblishments, form part of
the S.S. soctor. Data on these could beo called out of the
statistics given in the ASI. By using this information and
the national income data, an attempt has been made here
To estimate the contribution of the small sectar to the

national cconomy.

The data given in Table 2.2 cdming on the next page
reveal a few intercsting insights into the working of the
small industry. N-arly half the value added by the manu-
facturing establishment in the country seem to originate

in the small s._.ctor. Here it necd to be remembered that small



Table 2.
(BaB« suttor;

2 CONTRIBUTIOI TO NATIONAL II'CCHE

(Rs. million}
o T
!
SelHoef Net value added by 1960~ | 1965~ | 1968~| 197C-
1961 1966 1969 1971
1. Manufacturing 18,560 30,640 %7.480 44,080
a. Regis tered 1C6.,710 18,390 21,920 25970
b. wregistered 7,850 12,250 15,560 18,110
Z. Small factory cstablishment 2,668 3,605 4,504 5,2'.00‘;E
%e Small scctor=Total 10,516 15,855 20,064 2%,3%10
Le A1l economic units 152,940 206,210 286,780 339,460

*pstimated : (At currcnt price;

scctor here is broadly daofined to cover cQttage as well as
housc hold industry where a major portion of the value

added seems to originatc.

2oty QUYL POLICISS FUR PRULONTIL 551

Industrial development is a complex process. Yot it is
imperative for India's cconomic regencration. To achive
the national obj:ctive of eradlicating poverty and un-
employmcnt, of attaining sclf=reliance and social justice,
industrial policics have been formulatod time to time. The
first Industrial Policy Rusolution was announced way back
in 1948. The resolution recognised that the cottage and
small industri.s had to play a very important rolc in the

better utilization of local resources and achievenments of



self sufficicncy.

The sccend industrial policy announcement followed
cight ycartlatfer in 1956, The industrial policy resolution
1956 recognised the cottage, village and small industries
as a combined category. Reiterating the role of SSI in
developing our economy, the resolution emphasised the aim

of state policy with regard to this sector,

Third industrial policy comes after the lapse of two
decades. The new induétrial policy announced in December
1977, shows its main thrust on effective promotion of
cottage and SSI widely dispersed in rural area and small
towns. It would be worthwhile +o quote a few important
points from the policy:

' For the past'20 years; Government policy in the
sphere of industry has been governed by the Industriagl
Policy Resolution of 1956. While some of the elements
of that Resolution in regard to the desirable pattern
of industrial development still remain valid, the
results of actual policies in the industrial field have
not been upto the expectations or declared objectives.
The growth of per capita national income during the
last 10 years has been about 1.5 per cent per annum and
is clearly inadequate to meet the needs of a developing economy.
Unemployment has increased, rural-urban disparities have

widened and the rate of real investment hag stagnated. The



growth of industrial output in the last decade has been

0]

no more than 3 to 4 percent pPor amum on an average. The
incidence of industrial sickness has becaone widspread and
some of the major industries are the worst affceted. The
pattern of industrial cost and prices Ias tended to be
distorted; and dispersal of industrial activity away from

the large urban concencrotions hes been very slow,

The new industrial policy must ther fore be
dirictel tovards the “lstortion of the past so that
The gzmuine aspirations of th- p#oplec can ba mot

within a tine bound programme of ecconoiic developnont'.

1

Besides this we nmay elso teke account of direct and

indirect mecasure discusscd in new policy,

(6]

2e4e1 DIRECT MUASUR, :
RuSeRVATION, Behind declaring tho new industrial policy the
main objective is that 'whatever can be produc«c by the small
and cottage industries must only be so produced!. For assiduous
promotion of this idea ., the list of 'reserved! items hasg

beecn incroased from 180 to 807 which will be produced exclus-
ively by small wits«This will constitute a significant

widening of small scale scctor,

TINY SECTOk: Within the small scale sector, 'tiny scotor!

has been tr:ated with spccial attention,
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CREDIT VINDOW: Adequacy of credit facilities for cottage
and small scale sector is an important plank of the new
policy. The IDBI has opened a new window to meet financial

requirements of SSI, on priority basis.

ORGANISATION: The fundamental policy measure in the new
scheme is to set up 'District Industrics Centres! (DICS)
in the place of District Industries offices, to provide
credit guldance, a package. - of raw-material, training,
marketing ctc. These centres will operate as liaison
between the development block and specialised institutions

concerned with the development of SSI.

€+La2 INDIRZCT MEASURES

BAM ON NE LICENCES The new licensing policy is designed
to discriminate SSI against fho LSI and, particularly the
big houses. Théﬂfill be no new capacity creation or

eXpansion in the respect of rescrved items of production,

by L8T.

CREDIT SQU.EZE: Large business houses will be starved
of the credit facilities now available to them for the

asking.

Industrial development is a complex process requiring
the effictive interaction and cooperation of all sections
of society. It is hoped that the new direction that is being

given to the industrial policy of the country will help in
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the creation of a just and equitable society in which the
benefits of industrial development will be shared by all

the people.®

2,5 DEVELOPMENT PROGRAMMES

The formulation of good industrial policy does not
serve the purpose, till there is lack of proper extensions
services and efficient éovernment machinery to implicate
the policies. The need of small manufacturers as we have
described above been well summarized by W.Arther Lewis.

A well menaged small firm in a suitable line of production,

he says-

'esee. can survive easily if markets are weil organized,
so that it can buy cheaply such factors as specialist advice,
engineering service, component parts; raw-material and the
like, and can dispose easily of its product, whether to
final or to intermediate buyers. The better organized
market, the less each firm needs +to do for itself, and

the smaller is the advantage of large scale organisation...

The large organisation can conduct research, buy
in bulk, raise funds easily, produce a standardized

articlesses + The small organisation can succeed just

as well if it is surrounded by agencies - private, cooperatie

¥ Quoted from New Industrial Foliey, 1977.
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or statutory - which will take over all that part of
the work neceds to be done on a larges scale, so that
the small firm can concentrate on those activities which

7
are adequately done on a small scalece.

Visualising the need of small scctor the Governmont
of India has developed a most comprehensive small
industry development organisation. Staley and Morse‘g
speaks on the India's comprehensive programme for small
industry developnent as-

' India has by all odss the most comprhensive

suall factory development programmc of any
newly industrializing country... No effort
combining so many clements in a simultancous
approach to small factory stimulation has been
launched in any other econony!''

The summary of the small~scale industries organisation
can be scen in Chart-1, describing the various functional
responsibilities of and rclationship among the €entral and
Statp Government agencies that arc primarily concorned

with Small Industry Development.

2.6 PROGRESS_UNDER PLANS

During the economic planning of India the Covernment
emphasiscd the development of small scale industries to
achieve the objective of providing additimal crployn nt

opportunities, mobilising resources of capital and skill

7. VeArthur Lewis, the Theory of Economic Growth, George
Allen and Unwin, Ltd., London 1955, D77

8« E.5taley and R.Morsc, 'Modern Small Industry for
Developing Countries', McGraw Hill Book Company. MN.Y.
1965, p.397-398.



and providing a more equitable distribution of national
incomce ' Though the burden of financing the small scale
uni<s lies nmainly on the shoulders of small industrialists
themselves, the central and state CGovernnent clain that
they have been assisting then financially and otherwise
by making suitable provisions in five year plans.'9 Here

we will cxanine thesc provisions in brief.

FIRST FIVE YEAR PLAN (1951-56);

Till 1951 - the year in which the first FYP was
formulated, the SSI had not cnerged as a significant
sector in the cconouys The provision for the developnent
of 58I during this plan was Rs.50 nillions

'Hence although the importance of small industries
was recognised in the First Plan the allocation made for
its developnent was nominal, Rs.50 million in a plan of
Rs«42,000 million or little morc than one-elghth of one
percent which was hardly adequate for any neaningful

programme to be implemented.lo

The Ford Foundation Tecam
which submitted its report in 1954 had stresscd the need
to divert a large share of the total outlay to this sector
and to establish some key institutions to assist the small

units. 'Small scale Industrial Board' and two very inportant

institutions - Central Small Industries Organisation and

e

9. Mishra, G.P. and ilishra, Pells, Govt. policies for proiot-
ing 381 Laghu Udyog Samachar, Vol.III, No.II, Junc 1979,
PPe llo

10. Vepa, Ram, K. 'Snall Industry in Scventies', Vikas Pub.
1971 pd b,
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National Small Industrics Corporation were sot up, on Fdrd
Foundation recommendations. Simultaneously , some note-
worthy assistance programmes werc also taken up during thc
period. The construction of Industrial Is:ates were also

Ttaken up during the plan period.

o),

Consequently the Govt. outlay on this secctor sihowed a
sharp rise towards the end of this plan. It is clear from
the following table:

Table 2.3 PLAN EXPENDITUL.E ON SHMALL
INDUSTRY DEVELOPIENT

Year Outlay ‘
. (Rupces in lakh,
195152 567
185253 7.90
TH5 250 55425
197 /-55 _ 15444
kg SeEh 317.00
Total 518.2

Source: llishra and Ilishra, op.cit p.ll

SECUND FIVE YEAR PLAN (1956-61.;
Before the formulation of Second Five Year Plan,
the Industrial Policy Resolution of 1956 had been enuncia-
ted and the Karve Committee has submitted its report.
Both th: documents recommended for a greater emphasis

on this scetore As a resuls the Plan Outlay incroased



to Rs.61.00 crores. It was about one percent of the total

plan expenditure during this period.

17

the Sccond Plan period witnessed the beginning of
a positive and a dofinite process of institutionalizing
finance to the SS.sector. The Central Smell Industrics
Organisation; State Governments and the Reserve Bank
took acfivc interest in extending institutional and Govt.
Credit to Se.5. scctor through various measures—direct and
indircet, statutory or otherwisc. A foundation was laid with
the establishment or extension of specialised institulions,
Llike the State Financial Corporation (one in each State)
and the NSIC with its programme for financing on Hire~Purchasell.
THIRD FIVE YEAR PLAN

Integration of large and small scale industries was
one of the main objectives of the third plan. The Third
Five Year Plan outlay on SSI was again about 1 percent of
the total outlay. It was proposed in the beginning to spend
Rs+84460 crores for SSI and Rs.30.20 erore for Industrial
estates. But the total expenditurc during tiis period was
Rs5.88.85 crores as against the plan provision of Rs.113.96
crorese. Another important feature of this plan was the
reservation of nine items for exclusive production in

the S.S« sector.

11. Developmanﬁ of SSI in India~- Prospects, Problem and
Policies, Report of the International Perspective Planning
Team,p.10%.
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POURTH FIVE YEAR PLAN

The Fourth Plan envisaged a total outlay of about
Rs«.29% crores in the public sz=ctor for the development
of village and small industries. In addition to the
outlay in the public sector, about [(8.560 crores wrre
expected to be invested from private gources, inciuding

financial and banking institutions.

‘In the Fourth Plan, the small scale sector grew
into a full blossomed youth, a ruddy~-checked and strong
muscled, concious of its newly acquired straight and
great responsibiiities that they lay aheadess.. The
thrust has been towards more and better production innova--
tion and import substitution, widening of entrepreneurship
base; development of ancillary industries, and exporation

of export marketsld.

The Government fixed target of 1.6 lakh n.w SS units
for the Fifth Plan. The creation of now units and moderniza-
tion and cxpansion of existing ones would require an

additional investment of Rs.1,750 cror s.

FIFTH FIVE YEAR PLAN

The principal objective of the programme for the
development of different small industries in the Fifth Plan

werc to facilitate the attainment of some of the major taska

12. Saaz, J.L. Spectacles of SS8I in India, Laghu Udhyog
Samachar, Ccto er, 1976,
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for the removal of poverty and incjyuality in consumption
standard of the masses through crcation of large scale
opportunities for fuller-and additional productive cmploy-
ment and improvement of their skills so as to imorove their

level of earnings.

For the development of such industries a total
outlay of about Rs.611 crores in the public sector was
envisaged, tﬁztziﬁﬁzy double the outlay made in Fourth
Plan. In addition to the outlays in the public sector about

Rs.1050 crores were expected to bec invested from private

sources including bank and financial institutions.

2.7 PRLSIIT POSITION

It cannot be denied that during the last decade
or so the country has witnessed a fairly rapid rise in the
number of SSI unitse. It is also to be conceded that praoduct-
ion in this sector has witnesscd greater diversity and a
higher degrece of sophistication. The following table slows

the progress made by small s ctor in the decade of 1965-75.



Table 2.4 PROGRESS OF 35 SECTCR
(1966-75

TN BT - - - | Percentage
TR 2 W | i o B b
1. Number of registercd units 1,20 000 5 500,000 b i
2. Employment (lakh nos 29.3% 55.0 90
3. Fixed Assets (Rs.crores) 548 1,500 174
Le Production (Rs.crores’ 2,954 11,000 272
5. Export (Rs. crores; 154.99 540,71 250
6. Items rescrved for exclusive L7 177 -

production in 8.85. sector
7. Items rosorved for exclusive Y

burchase frow 53 Seetor T2 228 -

Source: Annual Report of 1975-76 by DC(SSI., New Delhi

Compared to the earlier yoars the trend in the dev-lop-
ment of small scale industries in India shows that there has
been a noticeable expansion in the lines of production in
the SeL. scctor. Small scale enterprises have, of late, <taken
up the meaufacture of modern and sophisticated products and

have ventured into many new lines of production.

It is now widely held that SSI have an important role
to play in the economic growth of developing countrics. Staley
and Mgrse for cxample, maintain that the SeS. sector could
be mace a viable and constructive clement in the process
of growth through development progsramme comprising (i, the

gradual transformation .f the traditional sector and



(ii, the establishment and growth of new type of SSI.

Despite 2 sharp division of opinion about the role
of small scale industries in the planned development of
the country it is incressingly being recognised that the
important place accorded to the small scale industrics during
Five Year Plans is quite in keeping with their potential
contribution to the growth of the economy. Shetty advocates
the issue- 'small scale industries have displayed remarkable
persistencc in the course of economic development of modern
industrialisation of all the advancod countries of the work

13

have come to occupy a significant nlace in these ecdnoiies’

13, Shetty, M.Cey Small Scale and Houschold Industries
in a developing economy, Asia Pub. Bombay, 196%, pel-2.
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The promotion of small industry sector has been regarded
as an important element of the developmental strategy under-
lying the Five-Year Plans. The subject has naturally aroused
considerable interest resulting in numerous research studies
and a large volume of other literature, particularly since the
formulation of the Second Five Year Plan. The studies on the
subject is varied, but may broadly be divided into two groups.
The First group is constituted by studies of an analytical
nature which at times also provides policy prescriptions con-
cerning issues like

(i, the role of small industry sector in the industrial
structure, and

{41) Performance, problems and prospects of specific
industries or aress.
The second group of studies includes a large number of
publications in the form of model schemes, project sheets and
progress reports coming mainly from the government sponsored
agencies, which are mainly of descriptive and informative

nature.

Relating to the nature of present study, the survey is
confined to the analytical studies, although the importance
of the second group of studies, to the extent that these

Provide raw materials for research output is not to be denied.
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The survey was made of that part of the literature vhich
treats small scale industry in its totality, as it fits

into the overall economic policy framework. The primary

focus for the modern small scale sector, apart from case
studies pertaining to various problems such as finance,

raw materials, marketing, organisation and so on has been'WﬂAQ

to examine the relation among scale and efficiency.

“he whole small industry group may broadly be divided
in two groups, viz. (i) Traditional small sector, and
(ii Modemn small scale enterprises. The traditional small
industry category includes in it, village industries like

khadi, handloom, edible oils coir, tamnery, etc., that are

mainly concerned with +the processing of raw material for
local market and also non-factory sector covering both
artisans and househoic units which are widely dispersed through-

out the country and their markelts are also often far flung
9

at times crossing national boundaries.

According to United Nations, 'Report on the VWorld .
3 = T I w - - 9 » . - 3 . m
Social Situation, N.Y.,the traditional small industruwg/those
forms which prevail in and cater +to the needs of the traditional

5 L pd . - L
economy s Traditional small industry is characterized by products,

l. '"In the less developed countries!, says the U.N. Report, 'the
most significant gap is usually betwszen the modern economy
and what may loosely be called +the 'traditional’ economy, the
differences between market economy and the subsistence sector...
It partly coincides, but again not entirely, with urban-ru-
ral differences;the modern sectar in maeinly urban and tradi-
Tional economy is associated with cthic differences. It may also
be associated with regional differences within countries’,
'Report on the Vorld Social Situation, United Nations,
New York, 1961, p.60, Quoted from FEeStaley and R.liorse,op.cit.p- ¢
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techniques, and orgsnisation not very different from those

of previous generationss

Modern small industry; by contrast, means 'small
industry which cater . the needs of the emerging modemn
economy, is progressive in outlook and adaptable to changing
conditions, uses the results of modem science and invention
in its production procesées, and applies reasonably up-to-date
ideas of organization and mana-ement in its business
Operations'2. Here Modern small industry means the small
units mainly urban based, better integrated with large scale
units, and turn out modern products through non traditional

techniques for market that often transcend puraly local demand.

According to Staley and Mofse? &ﬁaﬂyﬁ, the Modern Small
Industry thus differs from traditional industry in four major

respects:

l. Outlook: There is a continual scarch for improved iays,
adaptability.

e Products and Product Design: Froducts are suited to
modern needs or to the emerging needs of an
economy in transition from traditional to

modern.,

%]

» Staley, E. and Morse, R., opwCite piude
® lbld, pulf-

L&



._'.)'6.<

%+ Physical Technology of Production: Appropriate use is
made of efficient machinus, good plant layout,

Precisce control of chemical processes etc.

3»—Soecial technology ofAePgaﬁisa%ioﬁﬁaﬁdfMaﬁagementz'Apprapnhfn
use—is-made of efficient machines;good-plant

layeu$¢—p¥eeise~een%Polof—ohemieal~preeesses etes

4+ Social Technology o& Organisation and Manareme nt: Appro~
priate use is made of business plamming and
budgeting, market analysis, cost accounting, enligh--

tened ideas of personnel management, etc.

Here, the literature survey is confined to analytical
studies relating to lModern Small Industry only. The primary
focus on the Modern Small Scale Sector, apart from case
studies pertaining to various problems such as finance, raw-
materials, marketing, organization, employment, and so on,
has been to examine the relation among scale and efficiency.
The subj~ct of Modern Small Scale units has been given an
extensive coverage, ranging from fact findi ig area studies
to comprehensive treatment about their role and prospects
in an inter—country frame work, The Indian literature with
respect to modern small scale sector has mainly concerned itself
withgan examination of scale and efficiency and problems
and prospects of specific areas and industries in the light
of various promotional measures adopted by the Government,

including the device of industrial estate. Though some



studies of Modern #. Industry done with traditional small

industry and large industry has also been considerad in the

survey, to check their inter-denendence and performance etce.

The survey of studies has been divided in the following

sections:

3«1l Definition of small scale industries,
3¢2 Government policy,

3«3 Rol~ and importance of 85

5e4 Fact finding studies,

scale and efficiency,

.
ox 3

W
L]

Other aspects

%e6s1 Capital and skill,
Z+6.2 Urbanization,

=64

LR

Ancillary industries

w

3s1 Definition

Trenting the small-scale, cottzze, and village industries

on a common footing, in Industrial Policy Resolution 1956,

the concept of SSI does not seem to lend itself to scientific
definition and, therefore, vagueness and lack of exact delinea~-
Tion permeates the literature in this area. The phrase

'Small Industry! itself is considered a misiviiere In their
study Dhar and Lyda114 arggue that only when all the units

in an industry are operating on small scale, one might

legitimately call it small industry. Utherwise, the

most appropriate phrase would be small scale enterprise

L4+ Dhar, P.N, and . Lydall, H.F., Th¢ Role of Small Enter-
Prises in Indian Eeconomic Development, 1961, Delhi



or unit, This terminological inexactitude has led to a number

of definitions with distinctly different connotations.

The literature shows the definitions both functionsl
and statistical in nature. Functional definitions broadly
tend to view the production methods and/or the nature of
market served as the demarcating factors. Nanjundan eteal.?
define: the concept in terms of pressence of most, if pot all,
characteristics, such as (i, little specialisation in manage-
ment; (ii,) close personal contact, {(iii; handicaps in obtain-
ing capital and credit, (iv, sheer number of small scale units

and (v, no dominent position in the market.

; bt Wt A o .
Secondly, is=statisticst—pmepeose, some index of size

%5&’3 Q.huﬂ,'-—
has becn used to define and demarcate small industrxg The

employment figure has been considered as the most convenient
and 'lesst objectionable'. But the quantum of employment used
in demarcating small industry has been varying. ECAFE'S working
party of industry and trade in 1951 defined small industry

as g operating mainly with hired labour not exceeding twenty
if using power or upto fifty if not using power. For inter-
national comparisons the Nanjundan et al. study regarded, units

- o '

employing upto 100 workers in the catsgory of small enterprisc.

In India, the Industries Development and Regulation
Act 1951, regarded units employing less than 50 workers if

using power, and less than 100 workers ik hot using pover, as

5. Nanjundan;3., Robinson, H«.E. and Staley E., Economic
Research for Small Indusiry Development, 1962, Bombay.



small units. Apart from dmployment 'Capital! has also been
used; singly or along with employm nt, as the size variable.

In 1956, Karve Committee6 fagardcd all units having capital
investment upto Rs. 5 lakhs and employing less than 100 persons,
without using power, as small scale unit. First time the Gover-
nment of India adopted employment—~cum-capital criterion, on

the lines of the Karve Committee. Subsequently; only capital
was used as the limiting factor for small units. First, the
limit was Ks. 5 lakhs of capital investoent which includes
land, building and machines. In 1966, this was changed to =
ceiling of Ks,.7.5 lakh but excluding land and building. Again
in 1975 this limit was extended upto Rs.10 lakh. In the case

of ancillary units, the limit was extended from Rs«10 lakh to

Rs.15 lakh.

HOWOV?P, this definition for finsncial and technical
assistance_éz”applicable to those units that come under the
purview of 5SI Board. From the adninistr-tive view point, units
coming under other bodies such as Khadi Commission, All India
Handloom Board, Silk Board, Coing Board, ctc. are regarded

on a different footing and distinct from SSI.

This takes us to consider the questlion whether cottage
and small scale units be trested as two distinct classes or
not. The Fiscal Commission 1949-50 mad: a cluar distribution on
Tthe basis of type of work force enployed without referring

to_thed use of power. House hold units were defined as those

Govt. of India, Planning Commission, Revort of ths Village and
Small scale Industrics Cemmittee, 1956, Delhi.



44—

carrying an operation wholly or primarily, with the help of
family members. Small zcale unit, on the other hand, were those
wiaich used hired help b tween ten to fifty workers. Generally,
cottage units are distinguished from small scale units with

reference to broad characteristics, such as (a, work place

6]

(b, hired labour, (c, use of motive power and (d, extent of
market serveds By Horman7 a sixfold classification of 'Small
Industry' on the basis of extent of market alone was suggested.
m He’.,. 2 T . = N ’ I

Lh%?QlVlded SeSs units into (i, cottage and for home Usec,

(ii, Cottage for local market, (iii, SSI for the domestic

mass market, (iv, Handicraft Industries for luxury markets

at home and abroad, (v, SSI for mass markot abroad and

(VI; SS powered industry.

The nost prevalent view, however, is that small and
cottage enterprises, have some common characteristics, henc~
an inclusive class, yet a sub-classificstion is required in
view of differnnces. The Ford Foundation Report8 distinguishes
between traditional village craft {cottaze for local market,
and SST aiming at non-local markets and yet both groups are
treated as part of small industry., Dhar and Lyda119 draw a
distinction bstween traditional industry producing traditional
products and small firms producing modern products, with the

help of hired labour.

7. Herman, Theodore, 'Thec Role of Cottags and Small Scale
Industries in Asian Econonic Developnent', Econonmic Develop~
ment and Cultural Exchange, 1955-56, 4, p«356~70.

8« Government of India, Ministry o7 Commerce and Industry,
Report on Small Industriecs in India (International Planning
Team, sponsored by the Ford Foundation,; 1954, Delhi,

9+ Dhar,P.ll., and Lydel, H,F, opscite



The confusion and lack of clarity in distinguishing
various variants of small unit has also prompted some

. . 2 ! ! .
authors to wish away the problem. For exanple,Mitra

suggested; purely on technological consideration that

small unit be classified as traditional units, improving

units and improved units, irrespective of number of workers,
and place of work. To some extent, the problem of demarcating
does not permit an easy solution. A continuation of sizo
variation, where it exists, creates the difficulty of

drawing a line between different categories. Cottage units,
boing small scale operators could legitimately be called

small industry. But it may not be advisable to treat cottage
unit at part with factory type small enterprises, particularly

for the purpose of econonic analysis and policy presariptions,

3+2 Government Policy

At the official policy level; the specific role of
modern small scale industrics, following the stress laid by
the Ford Foundation Teamll on its potentialities, was
envisaged only when the Sccond Five Year Plan was half way
through, no distinction was made between small scale, cottage
and village industries and their role in the economy. The
Industrial Policy Resolution of 1956, which was served as
The guide post to industrial policy in India, referring to

'the role of cottage and village and SSI? mentioned:

e Mitra, L.K. Employment and Output in Small Enterprises
of India, 1967, Calcutta.

1l. Govt. of India, Ministry of Comnerce and Industry,
Ope.cit.



'"To provide immadiate large scale employment, they
offer a method of ensuring a morce couitable distribution
of the national income and they facilitate an effoctive
mobilisstion of r:sources of capival and skill which might

- . e 12
otherwise remain unatilised ™",

The argument of Zmployment, decentra lisation, social
and political virtues and drawing out the latent rosources
of enterprise and capitel ve questioned cot tage industries,

o i l a
and also for modern SSI~2,

The operational contont of the policy was protection of
cottage industries through common production programme, diff-
erential tax treatment and direct subsidies. Similarly,
various programmes w-ie initiated to assist the SSI The

current Government policy regarding small scale industries

has already been diecussed in Chepter II,

2¢3 Role and Admportance Of S3T

The role that small scale sector should be playing in
the process of planned devilopment in India evoked an inter-
esting debate with the formulation of second Five-Ycar Plan.
The sudden spurt orf interest was, to a large extent, a
natural outcome of the strategy underlying the Second Plan

which envisaged a crucial role for the household ang 353 sector

1n bne orodu0u¢un of consumor goods

e -

1z. Govefnm nt of 1nu1a9 Plannlng Conn1q31on SCCOHdﬁlJe
Year Plan, 1956, Delhi, pe47s

1%. Dhar, P.lle, and Lydall, H.P. opselt,
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By Nahalnobisl4 the household and hand industries were
viewed both as generators of surpluses to sustain and
Possibly increase the investment in heevy industry, and also
as a solution to the unemployment problem. To perform this
dual role; the house hold and small scale industrics were
given protection against competition from large scale industr-

ies and subsidies in various forms.

The HMahalnobis apprOachl5 appeared as a compromise
of two extreme view points between those who wanted protection
and expansion of household sector for ideological reasons
with Gandhian overtone and Those who considered it as a
'clog on progress', a deliberate turning away from efficiency
in favour.of antiquated methods of production and a dig-
honest concessions to tradition. Vakil and Brahmanandal6,
strongly criticised the Mahalnobis approaci, as they argued
for the use of surplus labour for The creation of capital
assets instead of inefficient production of consumer goods.
Brof.Nurks¢17, while supporting the approach of Vgkil and
Brahmanandas, mentioned, 'If the hand workers drawn fron
disguised unemployment in agriculture are to enjoy tariff
protection from the competition of Indian factory products,

they will, through higher prices, still be receiving subsidy

e e

T B X

4. Mahalanobis, P.Coe, '"The approach of Operational Reseazrch

to Planning in India', Sankhya, December,1955, 16,pe3-13%0.
18. 1bid :
16s Vakil, C.N. and Brahmananda, P.R., Planning for an

Expanding Economy, 1956, Bombay.
17. Nurkse, Ragner, ‘'Reflections on India's Development

Plant, Guarterly Journal of Economics, 1957 ,71,p. 194,



welylym

from the rest of the community, just as they viere subsi-
dised on the farms where their marginal productivity fell
short of their consumption. This means that the locus of
disguised unemployment is shifted: one make-work scheme

replaces anothe-!.

The various studies involved in the field, apart from
highlighting the important considerstion for each Parameter,
suggests that an overall programming approach to the problem
may be useful. Maximization of output or cmployment in a
long run perspective has been suggested as the important
opjective. In addition to the technological opportunitics
available (different techniques of production, , surplus per
unit of output or employment, import coefficients etc. have

been suggested as the important constraints.

3-4 Fect Finding Studies
Before discussing Modern Small Scale units in detail,
it may be useful to discuss the Quantitative significanea.
of Small Scale units. Although the role of small industry in
planned development did not receive unqualified acceptance,
yat its quantitative significance is important. Various
studies whether official or non official, haw shown et
small industry secctor continues to OCcCupy an important
Place in terms of number of units, employment, output and

other related bParameters.
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At the official level, Karve CommitteelD in 1956
made a broad assessment of the incraasg in demand for
products of village/houschold enterprises and set out
the broad magnitude of required capscities. Since then,
scveral working groups have gone into the performance of
differ:nt types of small units. However, almost all thesz eval-
uation reports were in broad aggregate and mainly concorned
with the evaluation of public sector outlay for thesc‘indus—
tries. Data gap has been the major bottleneck for any serious

analysis of the progress of this vital scctors.

A large part of the un official studies have also been
in the nature of survey reports based on case studies of
sclected industries in different localities, with the view to
collecting information on existing structures and development
potential. The survey of houschold industries made by
Baljit Singhlg, highlighted that the technology used was trad-
itional with little or no application of modern science.
Lakshmanzo in his study i has revealed that cottage and
small enterprises adhered to obsolote tools and techniques.
Lakdawala and Sandesara21 also point out that most of the
units in Bombay were ill-equipped, aversge fixed capital
being Rs.1,781 with 70%. of the units having fixed capital

less than Rs.1,000.

18« Govt. of India, Planning Commission, Report ofthe Villages
and Small Scale Industries Committee, 1956, Delhi.

19. Singh Baljit, The Economicg of Small Industriszs- A Case
Study of Small Scale Industrial Lstablishments of Moradabad,
1961, Delhi.

20. Lakshman, Tek., Cottage and Small Scale Indusirics in
Mysore, 1966, Mysorc.

2l. Lakdawala, D.T. and Sandesara, J.C., Small Industry in a
Big City: A Survey of Bombay, 1960, Boubay.
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The problems of marke ilnﬁ and finance also figured
in most of the fact finding enqu¢rios. Shetty” e in his
survey made on selected sample of household manufacturing
unit revealed that (a, operational activities of these
units were highly seasonal, (b, bulk of the products werc
sold locally, (c, a considerable proportion of producers
were indebted mainly on account of working capital and
(d; lack of capital resources, mainly working capital,
posed a big constraint on their efficiency. McCrory23
also advocated the inadequacy of capital as a main
obstacle in the growth of craftsman entreprenecurs.
Baljit Singh's studygh showed that small units competed
strenuously among themsclves.These units were obliged to
sell their products to a limited number of whole sellers
and had to pay high prices for their raw material require-
ments. There was, thus considerable scope for reducing
the salc prices and raising the sharce of the producer

through a rational marketing systene

The low utilization of capacity in small units was
another significant fact that was discernible from most
of the studies. Both supply conditions like shortage of

funds and raw material, and lack of demand seemed to have

224 Shetty, 11eCo , Small Scale and Houschold Industriecs
in a Developing Economy, 1963, Bombaye

28 bc Crory James; Te, Small Indust cry in a North Indian
Town, 1965, Delhis

24 .Jlﬂgh Bal Jl't,op.Cl'to
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coitributed ©o the phecnomenon. Shetty in hiz study found

substantially low capacity utilis: tion of the units covercd.

&
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Phar's study snowad Tthat most of the units were suffer-

ing from surplus czpacity ranging from one-tunth to thrce-

. 27

fourths of rated capacity . Lakdawala and Sandesara also
revealed in their Bombay Survey, that as meny as 85%
of the unit worked below capacity, ronging from one fifth

to fourthfifth of the full capacity.

Apart from theoreticsl discussion various authors
examined the relative suitability of different techniques
of production thrgush-—appeal—to—data. The discussion in
this regard ranges from industry wise enalysis to broad

product groups.

First, scme broad industry wise studies will be congi-
dered. Baljit Singh28 discussed thec problem of capital-
intensive versus labour-intonsive techniques in small
scalc units of Moradabad. In his study he argued that
capitel-intensity should be viewed in two differant senses,
that is, capital-labour ratio (CLE, and capital output- ratio

(COR, and thesc two neecd not move in the same dircetion.

25. Shotty, M.C, op.cit

26, Dhar, P.N., Small Scale Industrics in Deli, 1958,
Bombay.

27, Lakdawala, D.T., and Sandesara, J«.C» op.cit.

28. Siﬂgﬂ, Bﬂljit; OpoCit-



_48_

Dhar'529 findings in this respect were also quite similar.
Dhar noticed that capital employed per worker increased
appreciably in most industries without changing the COR
in a similar manner, It may be mentioned that as Both the
studies pertained to units hiring less than 20 workers,
the correlates of scale of efficiency would be of doubtful
nature when the scale variation is examined in such a

narrow range.

3¢5 SCALE AND EFFICIENCY

Oneinteresting field of study has been the relative
efficiency or productivity of modern small scale enter-
prises vis-a-vis large scale units. Here main concern has
been to empirically verify whether modern small scale units
share the employment-creation and capital-saving character-
istics of traditional house-hold industries, as was

postulated in the indsuftrial policy resolution 1956,

Time to timeg various studies have compared the
efficiency level of small scale and large scale enterprises
through the interrelationships betwcen capital and labour,
and output and surplus. The conclusiongsdrawn by them
‘however, have been conflicting. Dhar and Lydall3o in their
study compared the output capital ratio for a number of
reasonably homogeneous industry groups each depicting
size variation. Two sets of exercises were made, one

for 9 industries with the data base furnished by census
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of Indian Manufacturers, 1956, and the other for 15
industries using data from Perspective Planning Divisions'

studie531’32

« Un the basis of both the exercises, Dhar amd
Lydall concluded that 'for factories which employ 20 or
more persons, OCR increase with the size of unit'33. Compared
to unregistered small scale enterprises also, the relative
position of modern small enterprises was noticed to be
unfavourable. It was observed that for enterprises employ-
ing less than 20 workers; the output capital rate was
generally more favourable than those immediately above
them, but not necessarily more favourable than those o
large enterprises. Thus Dhar and Lydall found small scale
unit, using modern machinery and hiring upto 50 workers,

to be the most capilelintensive type of enterprises. In

29- Dhar, P.I\I-; OpoCito

3« Dhar, P.N. Lydal) H.F., op.cit.

31l. Government of India, Planning Commission,(Perspective
Planning Division) A Study of Economic Coefficients 1
or organised industries in India, 1959, Delhi (Mimeo).

32« Government of India, Planning Commission (Perspective
Planning Division) Capital and Labour Requirement,
of Small Enterprises,; 1960, Delhi (Memeo).

33« Dhar, P.N. and Lydall, H.F., op.cit., p-19.
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contrast to Dhar and Lydall's study, Sandasar354 extended
the ané¢ysis in his scarch for scalc and cfficiency rclaticn-
ship, over time, 1953%-58, and covcred more industrics
and efficiency parameters. For both the studies, ccnsus of
Manuf. Ind.(CMI, formcd thc data basc, sizc was cefined in
Tterms of cmployment and cepital broadly defined as total
productive capital. Sandasars cxamincd the relationship
between size and capitel~intensity (CLR, and also between
size and other economic characteristics like output, usese-
cacehk
and surplus eseh for worker; and outnut and surplus
per unit of cepital. Sandesara's study rcovealed lack of
positive association between size and capital intensity, but
size and OCR; size and surplus-capital ratio, and sizec and
wage rate were seen to be positively associated and thus
provided further evidence supporting the conclusions carlier

reanched by Dhar and Lydall.

Muhta35 disputed the approach and inferenc. drawn

by Dhar and Lydall and Sandesara.He doubted the efficacy
of measuring size variation by employment units, for this
did not rule out thec possibility of sick or ailing large
scale units employing only a skecleton étaff, and ncow units,
undergoing tecething troubles, being classificd in the
small sizc group. lichta also argued that wide varistions
of CLR during 195%-58, as scen from CMI data, for the

small sizc group as comparcd to large size group could

3Lk« Sandesara, J.C., Size and Capital Intensity in Indian
Industry, 1969, Bombay.

35. Mchta, B.V.. 'Sizc and Capital Intensity in Indian
Industry, Bulletin of the Oxford University, Institute of
Economics and Statistics, 1969,31,pp.189-20%4.
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hardly be taken as explaining scalc or technology cffect;
instead, the unfavourable position of S.S. units might be

due ©o low and fluctuating levels of capacity utilization.

Mchta in his study examinad the capital labour, output
labour and output capital ratgs for three size classcs
viz.,small having fixed capital upto Rs.5 lacs, medium over
Rs.5 lakhs but not excecding Rs.25 lakhs, and large scale
over Rs.Z5 lakhs,; covering %2 industries. The relevant
data werc obtained from ASI-census sector and ASI-sample
sector. In his study Mehta justified the use Qf fixed
capital as sizc variable because 'Scale! was defined that
way by the Government. He revealed that in almost all
industries, CLR increased with size. Labour productivity
was alsp generally found to increased with size but not
in the same proportion as capital intensity and, as a natural
corollary, output capital ratio was noticed to decrecase

with sizes

" The conflicting statistical cvidences is somewhat
baffling. It is doubtful whether the capacity utilisation
picturc would have changed so much for small scale units
between 1958 and 1961 as to completely alter the conclu-~
sions. In fact, International Perspective Planning Tcam36
during 1962, notic.d widespread under - ytilisation of capacity

in the Modern Small Scale Sector due to raw matcerial

shortage which were much more s.verc for small scale units

36. Covernment of India, Ministry of Industry, Developmrnt
of Small Scalc Industries in India: Prospects, Problems
and Policies (International Perspective Planning Team,
sponsored by the Ford Foundation,, 1963,Necw Declhi.



as compar.d to larsec scale units. Perhaps, the contradictory
results are suggestive of inadequacy of trecetment given and
also of inherent limitetions of the statistical analysis

itself.

3.6 OTHER ASPECTS

The studies on small scale scctor evaluating that
promotion of small scalc enterpriscs cnablos the mobilisation
of latent capital and skills, and checks over urbanization
and conccntration of incomes. have also been considerod worth
® discus%ﬁ Some studies examining thesc claims haﬂébaon

discusscd as follows:

5e6e1 ital and Skill

~aplta
The rolc ef small scale industrics thet play in capital

formation is hard to make out by thoughts from the available

s =} -

studics. It cannot be assc: ted that small scale units as

a class; compared to large scalc production, use capital
more efficiently. The question arises as to how small
enterprises score in their ability to save and recinvest.
McCrory57 in his cese study in a North India town found
that inspitec of craftsmen~entreprenecures' high propcnsity

to save and reinvest, they were not ablc to break the sizo

L
. L s ~ . . 2
barricrs. Berna”’“ in his study of metal working firms, arrived

37+ McCrory, James, Te Opecite

38« Berna, James, J., Industrial Enterpreneurship in Madras

[a ol
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at a different conclusion:. He revealed, antreproencurs
employing 50-~250 workeis, wer. successful in breoking the
size barriers despitc the limited flow of loan financc
from banks. The four studics sponsored by UN&zSCU Contrer?
indicated that the propensity to save and reinvest varied
with the (i, locetionwsmall capitaliscd in Ckhla indulging
in conspicuous consumption and almos+t all Rajkot firms
ploughing back the profits, (ii, naturc of tho cnterpriso-
metal based industrics generally doing betior, (iii; size
of the enterpriseebigger size units having an ed~c, and,

N

(iv] thc background of tho entrepronours

Dhar and Lyd.allhO emphasized about the rol . of
small scctor in encouraging the human capital formation
tiirough the proccss of ‘Learning by Doing'. He argucd that
since therce is no oversll shortage of small entreprencurs
in India, thore is no need to search for latent rosources,
but there is good casc for trying o mak: the psth of now

- X L] -
entrecpronucrs as smooth as possible. Berna ™™ studied that
5

econonic forces like accocss to capitael, posscssion of

7

business experience and technical knovledeo appcared to
b i

39« UNESCO, Small Industrics and Social Change, 1966,Delhi.
40, Dhar, P.N. and Lydall, HeFe op.cit,
4l. Berna, James, Jo, 'A Guentitative Study of Entreprenuor-

ship' in South India’, Econonic Development and Cultural
Exchange, 1958-59, 7,p.34%-%62,



be morc important than social group in the cmergence of
industrial eontreprenuers. The casc studies sponsored by

the UNESCO Res arch Centre, on the other hand, highlighted
that traditional social ingtitutions played an importart
rolz both in the sclection of small scalc cntreprcncurs and
in deturmining thce sizc of their undertakings. The study
suggested that, 's... the social structure affects and

is effccted by the size of the manufacturing plants. Thus,
the more socially privileged among the cntreprcncucrs and
workers arc likely to be found in the nmore substantial

8'42

Ilirm « Here it may be mentionud that the focus and mcothod-

ology of the two studies differcd.

3402 Urbanization

Verious studies, doubted whether SSI posscss cnough
location flexibility so as to scrve the objcctive of rcgional
dispersal of industrics and to counter the over urbanization

] Sulrjest L%
tendenci.s. On the ic Stalcy and Morse

spcaks, tho

SS unit as a class cannot be trcated as 'footloosd and that
their locational requirements would vary witn the specific
product, the type and level of technology, and other factors.
Generally, there is a tendency that initially SS units flourish

best in large cities, and efforts to ‘grow small industry

»

L2, UNLESCO, opecite pe29.

‘L

« Staley, E. and Morse R. op cit.

A
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where nothing else grows!' are unlikely to succeed. Inter-
5 . § L 1'.1r
national perspective planning team** and Staley and

lorse argued for a phased programmc, consisting in -~

(i, Selecting intermediate urban growth points,
(ii, promoting comprehensive development of these

growth points, and

(iii) developing rural-urban linkages.

By Dhar gnd Lydall45 it has also been argued theflarge
sCale units, and not small scale. are more suited for open-

ing an underdeveloped area.

3+6+3 Ancillary Industry

The studies made between large and small enterprises ﬁﬂm
time to time reflects that relationship between small and
large scale units is not always competitive. Very often
they support each other through mutual‘buying and selling
and also through the process of sub-contracting. Staley
and lorse mention 'Part of the process of industrial
development is growth of inter-firm relationship and
complementarities -~ indirectly through the market, and
directly by arrangements for further manufacturing and by

; 46
contracts to produce components and supplies'™",

In India, special efforts have been made for the

— e

e g ——

e et g e 5

Lie Govte of India, Ministry of Industry, Developnent of
Snall Scale Industries in India: Prospects,“Problems,
and Policies (International Perspective Planning Tean,
sponsored by the Ford Foundstion,, 196%,New Delhis

45« Dhar, P.N. Lydall, HiFs, opecits
46+ Staley, E. and Moree, Ra, Opscite pp«273-27L4.
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development of ancillary industries. Bernah? observed.
ancillary system as a tendency towards self-sufficiency.

He reported that even smallest netal working unit had their
own foundry, although utilized only for three months in a

year. Roson48

also noted that the amount of sub-contracting
practised by Bombay engineering firms during 1955 and 1956
was on an extremely limited scale. This has perhaps created
the problem of Ccapital equipment imbalances in the large
scale units. While studying the operation of machine manu-
facturing units. Mathur et al.*9 noted, that even with the
best programme of production, about half of the Capacity of

the units studied would remain unutilized. The optimum produc~

tion would have required phasing out of many product lines.

The studies evaluating the factors seems to have
hampered the growth of ancillary units, were also discussed
time to time. Failure of small unit to meet the order in time
and to provide desired quantities meeting the specifications
asked for,(Rosen5O};(Basu et.a15l and International perspective

=i

. ' . & .
Planning team’ /v have been some of the prominent factors
which figure in the discussion. Further work, suggesting
ways and means of evolving healthy inter-dependence between

. » 3 v\ - .
large and small firms, were made? time to timee.

47« Berna, Janes,J., Industrial Entreprenuership in Madras State,
Opecit.

48. Rosen, George, Industrial Change in Indias Industrial
Growth, Capital Requirements and Technological Exchange,
1958, Glenwe, (Massachussgtts Institute of Technology Centre
for International Studies,.

49+ Mathur, P.N. et al., 'Optimum Capacity and Imbalance of
Capital Structurcs The Casc of Machire lManufacturing Industris?
Artha Vijnava, Sept.-Oct., 1967, 9, De428~4%6

50« Rosen, George, op.cit.

51 Basu, S.K. eteals, Problems and Possibilities of Ancillary
Industries in an Developing Econony ,1965,Calcutta.

5c<« As in Ref. 36,



_57_

The review of major work in the field and the availagble
data base suggests That, though scveral studies of analytical
nature, covering the small scale in their totality had been
made time to time. But it may however, be stated that very
few systematic efforts has so far becen made to study the
problems comnected with their promotion and development.

There is g;'universe need to conduct the studies both in
depth and bre~dth on the regional and district level, to
obtain the correct perspective of the role of SSI in promoting

the economic growth.



CHAPTER IV

SMALL SCALE INDUSTRIES OF DISTRICT SAHARANPUR




In this chapter it is proposed to explain the factors
vihich weighted in the selection of the area for the study.
Here it is found necessary to 15be o brief account of the
salient features of the area, mainly from the point of view
of providing a general background as a framework for the
subsequent analysis of the data collected from the survey

of small scale industries in District Saharanpur.

This chapter takes care of regional background of the
area, population structure, occupational pattern, educational
level, agriculturel resources and minerals; power, transport
and communication and bﬂging facilities, besides this it takes
the detailed account of industrial structure prevailing in
the area. This section covers the aspect effecting the size
and location of small scale industries, in the area, area
of concentration, contribution of large scale and small
scale industries in the industrial econony of the district
in respect of their investment, employment and production
and it also takes care of industrial estates prevailing in

the area.

REGIONAL BACKGROUND:

The district Saharanpur is one of the few industrially
developed districtpAin Uttar Pradesh. It is situated in the
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upper half belt of the Meerut Division in between Dehradun
and Muzaffarnagar. £ e centrally placed and well linked by
other districts angd states viza,Delhi, Meerut, Dehradun,
Haryana etc. It has a peculiar status, with the vieus of b
location and natural resources. Good infra-structural facili-
ties are available all around the district and has a very good
status both from the point of view of industrial structure

ond ka.o
and agriculture. It is well developed wiEh the population of

20.59 lacs (1971) and the area of about 5521 sq.kms.

The district is Separated in the north from Dehradun
district by the Shiwaliks, in the ecast from Bijnor district
by the holy river Ganges, in the west from the state of Haryana
by the another important river Yamuna and in the South it is
continguous to District Muzaffar Nagar separated by conventional
boundary. The district lies between 29034' and 30024' north

latitude and 70°7' ang 87°12' east longitude (Fig.fio 1),

It has four tehsils namely, Saharanpur, Deoband, Nakur and
Roorkee. Tehsil Roorkee covers +the largest area in the
district compared to other tehsils. The details of area and
population can be seen from table f4.1l. In 1970, there were
13 towns including six municipalitses but presently the number
has increased +to 17+ This trend or nigration and concentration

shows the availability of good infrastructural facilities

in the district.

The area of the district can be divided into three physical

tracts vigz., Ghar, Khadar and the Bangar. The tract Ghar



is sub-mountainous belt below Siwaliks covered with land

and soil accumulated from mountains omnd a -gaxilii.'

a blackish layerin—the region. The Khadar is the hinter-
land of the rivers ef€ Ganges and Yamuna. The tract Bangar,
slopes from north to south with upper limits roughly running

parallel to the Siwaliks.

The length of the district from East to West 1is

105 kms and from North to South 90 kmse

POPULATION, STRUCTURE

The total population of the district according to
1971 census goes to 20.59 lacs compared to 16,15 lacs in
1961. It shows she—adl about 27%. increase in the popula-
tion during last decade.Uf the total population 76%. people
comprises the rural population, compared to 86°/% in U.P.
and 80°% in India. The ratic of male and female population
isalmost—equal—iver—there are 557 males in the district
compared to 45% female. Out of total only about 0% are
workers, engaged in different kinds of jobs iike9 cultivation,
agricultural labour, workers engaged in manufacturing jobs,
construction, trade and commerce and other servicese.
Cultivators and agricultural labour constitute the major

£+ A

part of the working population i.e. 62°%. of the total
working population. The density of the population per sq.km.
has also increased from 292 to 373% during the last decade.

This shows the wery high density of population in the
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district compered to the state (300 persons per sq.kms,
and India (182 persons per sg.kms,. The high rate of
density clearly indicates the availability of more basic

amenities in the district compared to others.

If the total population of the district is divided
. iy R : ;
according to the tehsil,” wasfound thek tehsil Saharanpur
I~
Los . ; . = =
shows the highest level of population ( 6.55 lacs) among
other tehsils in the district.
According to the density tensil Saharanpur hes also
chennily of »o ulalign 4o
a highes?LQZE PErsons per sq.kms compared to others. The

details of area, population and density in

tehsily may be seen from the table 4.1,

Table 4.1: Tehsilwise, Area, Population and

Density
S«Noe | Tehsils Area Population |Density per
L isq.km. (lacs, SQ..Kme
l. Saharanpur 1,57% 6.55 L22
2« Roorkee 1,864 64 40 345
% Deoband LT 2 4405 377
4+ Nakur 997 5654 355

e e P i, s 3y 5t st il e

Total 5,521 20.54 33
sources 'Let the figure tell': R.I.P. at Glance, Deputy
Director of Industries, Sanaranpur.

e L I . M S i s, e B .

R .
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OCCUPATIONAL PATTERN

Among the total population of the district only 307.
of the population are worker, engaged in different kinds of
jobs compared to 32%. in the State and 32.9%. in India. Among
the workers in the district are, cultivators, agricultural
labourers, workers engaged in mining and quarring, worker
engaged in manufacturing jobs, construction, trade and
commerce, transport and communication and other miscellaneous
Jobs. Among all these categories the cultivators and agri-
cultural labour constitute a major group, which are about
63" of the total working population in the district. This
shows a good level of agricultural activities in the district.
Among them the workers engaged in manufacturing Jobs show a
good percentage. There are about llﬂﬂ workers engaged in
manufacturing jobs, compared to 2.5%. in India. This high level
of manufacturing activities in the district show the presence
of good industrial base in the district. Out of 11% wa kers
engaged in manufacturing jobs, about 4.37°% are engaged in
house hold manufacturing and rest 6.31% in other than house-
hold manufacturing compared to 3.6% and5.9% respectively
in India.The engagement of workers in non-houschold manufactur-
ing at a high degree represents the good lovel of industrisl-
isation in the district and availability of much betier
facilities and market for the manufactured produccs. The
details of workers and non-workers in the district and distri-
bution of workers in different categories have been given

in table 4.2 and 4.3% respectively.
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Table 4.2~ “orking and non-working population in the
dlSLTlCL, UsPe;, and India.

(1971 census,

RS —— g = e ap— gt '_,... — B L ———

S.No.f-Nature E aharanpur ;Uttal Pradesh flﬂalc
- i . e i \laCS I Ll—a... T ey e CO: P T
e e e e ;o AN
l. Vorkers 6e12 Z@a.l? 1804.00
(0%, (227, . (32497,
2. Non-workers 1helye 599.48 367 6.00
(7074 (68% . (67417 ;

ety s g,
=)

Source; l. Distt. Industries Office, 24 St tistical I Dla Y 75y
e Stats. Outline of India 1978. Tota Iconomic 3:rvices.

Table 443 Percent distribution of workers, engaged
in different activities in the district,
U«.Pe and India

- (3971 census,

Categorv Laaharanpur { Uttar Pradesh| India
Y AT e f..__ﬂt;:,. s -_%____‘ZT_~i:___m
A- Agriculturc and 62.9L 75 34 69.7
allied activities
1. Cultivators %6406 56,00 L3l
2+ Agriculture-
Labourers 26.88 19. 34 2643
B~ Non-Agricultural 37.06 2l 4 66 304 50
actcivities
1. Manufacturing 10,68 NaA, 9.50
process
(a, Household
industry Lo 37 Nl %46
(b, Other 6.1 Nelo 548
industry 2
2+« Construction 1. 37 Nels 1.2
3+ Trade and
Commerce 6.2 NJ.A, 545
4o Transport and Commn. 3%.46 N.A% Zoly
5+ Other StTVlCCSé 15.27 NeAo 11.5
C" OLal lOO 100 100

% Includlnﬂ borectry, fishing, mining, etc.
Source (A5 in table 4.2
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EDUCATION

B

1

Saharanpur is well placed both in respect of academic
education and technical ingtitutions. The percentage of
literacy in the distric+t has gone up from 20.4°% to 23.16Y,
in the last decade (1961-71,. In all, there are 476975
literates in the district of which 75% are male and 25%

Litesaey
are female. The general trend of higherkratio for men is
true for the district. Of the total male population in the
district »1.64% are literate compared to 12.867. among
females. The total number of primary and junior high schools
is about 1572 (March 1974). Besides there are 109 High
schoo%ﬁand 11 Degree Colleggﬁin the district upto Marchl974.
The district has three universities viz., Gurukul Kangri
Vishwavidyala, Larul-Uloom, Deoband and Roorkee University ,
RoorkeesGurukul Kangri and Roorkee universi ties are among
the well known univercities in India ard abroad. Besides this,
there are large number of technical institutions in Saharanpur
district which includes, industrial training institute,
bolytechmics, Govt. pilot workshop and other training-cum-
bProduction centres.,

S/\o'ﬂ&';

The table 4.4 e the different institutional

facilities available in the district and improvement among

them during December 1970 to March 1974. The data shows
the highest level of increase in the number of Degree colleges
=1

in the district i.e. it shows 8%%. increase during four

years.



Table 4L4e4- Educational facilities available in

district.
S.Noa Type of Institution |Dec.1970 March 1974 | Y.
; i z i incre-
| / B \ ' Ly ' age
1s Primary and Junior High School 1382 1572 14
e High School and Inter College 89 109 22
s  Degree College 6 4§ 8%
B Universities 3 5 %
Sources P.N.B., District Action Plan, Saharanpur (U.P., 1975.

AGRICULTURE

Because of high fertility of soil and good water
facilities nearly 80°% of the total areca of the district
is under cultivation. About 627, of the total working popul-
ation in the district is engaged in agriculture. Out of which
only 60% are cultivators and remaining 40% arc agricultural

labourerss

The main crops of the area are wheat, paddy, sugar-

cene, tobacco, gram, maize etc. Thegproduction ef—agricutturs
ereops has gone up manifolds during 1966--&F==ma=—307=-7.. The

table 4.5 gives the production of main crops at two points

of Times
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Table 4.55 Production of different crops in area

_ (Tomnes)
Type ) N _JlQ@@:lﬂéZ__J_,lQ?ﬁ-?h - increase
I Mheat 118996 228580 92
2e Paddy 2LL29 117718 482
Je Sugar cane 2927670 /322000 48

Source: P.N.B., District Action Plan, Saharanpur, 197s,

The production of paddy has shown a remarkable increase
of production i.e. 4827. compared to 92Y. in wheat and 49%Y,
Sugarcane. Among the factors responsible for this increase
are, increasing consciousness towards new varieties of
crops, development of scientific methods of cultivation,
improved seads, increase in irrigational facilities and use

of chemical fertilisers.

RESQURCES_AND, MINEFALS

Among the main resources in The area are agricultural
resources; the principal crops of the area are wheat, paddy,
maize and pulses. Sugarcane is the main cash crop of the
district, whose total production is about 38.65 lakh metonnes.
Other cash crops are groundnut, cotton, potato, oil seeds,

and tobacco.

Lnother important resource of the district is forest

which constitutepls5®/ of the total area. The main forest



products are Sal, Sheesham and Sain, Among tihe minor
foresk products, mention may be made of bamboo, bhabbar

grass; gum, honey, Katha. The .i05% of the forest products

M

are used as a raw material for various types of industries.
The district is not important in respect of minerals. Only
simple stones are available in the area and which ai» used

in construction of roads e:4c.

Electricity in the district is supplied from
Bahadrabad power station. The total number of villages
electrified were 1152 in March 1974 compared to 556 in 1969--70,
lve. an increase of 107% . Un = 197574 about 17 towns
were eleotrified including nunicipilatieﬁi?ompared to 1% in
1969-70., Of these total 1152 electrified villages, %%1 are
electrified with low tension lines, wvhereas 821 villag:s
are connected by Central Water Power Commission lines.
Taking these together they form 69% of the total inhabited

villages of the district.

TRANSPORT, COMMUNICATIONS

District Saharenpur is well linked with surrounding
districtps and other parts of the cowntry by roads and rail.
The main railway line¢passb?through the district are
Saharanpur»Ambala, Saharanyur—ﬂardWGr, Saharanpur-Delhi and

Saharanpur—ﬁoradabad etcs Similarly b Ls Cornects 47
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Seoocd ) the digtriet with Hardwar, Dehradun, Ambals, Delhi
etcs The total net work of 654 km. of metalled road is

well spread in the district compared to total net work of
148 km of broad gauge railway line. The U.P. Roadways ply

buses in the district on different routes besides private

roadways also operate in the district. The-Digtriet

-
)

Saharmnpur}which is centrally located and lies hardly
164 km. from Delhi, 80 km. from Hardwar and 69 km. from
Dehradun. Similarly other important cities in the northern
Indian are almost within the range of 200 to 300 km. from
Saharanpur. There are in all 3% railway junctions viz.,
Saharanpur, Hardwar and Laksar and &4 railway stations in
the distriect constituting a good net work within the district
and also well connected with other parts of the country.
CCMIUNICA TION
The district haseler other facilities also has

good postel facilities with one Head Post Office and

L2 i (975 on
72 sub-Post offices and 185 Uranch Postnofficeskgompa:od
to total 225 in 197C, That therc is o 12Y, increase in
the number of post offices within a 5 year (1970-75). At
present there is one post-office for every 6 villages and
each post office on an average serves a pooulation of about
8000. A1l the post offices in the district provide: the
facilities of Saving banks to help the ﬁaaj& and also

to initiate the savings.

There are 14 telegraph offices and 12 telephone exchangen
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in the district, performing a good communication systen
within the district ass well as with other parts of the
country.

RALNFALL AND THPERATURE

The average normal rainfalligecorded by the Meteorologi-

cal Centre at Roorkee is 1067.6 mm and temperaturc ranges

between O.QOC to j9.hoc,during 197071,

BANKS _
Saharanpur district is well seorved by the financial
institutions. Number of commercial banks'! offices increased
from 37 in 1970 to 67 in 1974. This shows about 81%.
increase¢ in the number of banks during 1970-74, Currently
ther= are about 75 banks operating in the district. Besides
the commercial banks in district cooperative banksalso ope ate

in the district with 9 branches. Thors are on an averasge onefm»&/n~

3 9

30700 persons are—serv T in the district
s - . O : =4 e g b -
in Decembe: ly?thomparcd to all India average of 30,000. This
average has come down from 60,000 persons in 1969, 41,000

in December 1972 +o 50,700 in December 1974 in the districta.
The overall growth and performance of the banking sector

in the district can be assessed from the szlected indicators

=7

8s shown in table 4.6,
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Table 4.6~ Performance of Scheduled Banks

r H
i

S.No. Details | Dec. 1970 | Dec. 1974

15 Deposits (Rs.lacs, 1774 %905

2. Advances (Rs.lacs) 1483 2699

. 18 Credit-Deposit Ratio 83.59 B9.11

Le  Number of branches 37 67

2+  Deposit per branch (Rs.lacs, 47495 60.07

6s  Advance per branch (Rs.lacs) 40.08 41.52

¢ Population per bank office {*000, 60 31

8.  Deposit per capita (Rs., 86 190

Sources P.N.B. District action Plan, Saharanpur ,1975,

As the table L+6 shows that there is a steady growth
i_)j The éan/;A

in the deposits as well as advancesA;n the district. The
total denosits of all scheduled banks was seme—upto 3905 lacs
y -, 00 . e
in Dec.74ApOmpared to Rs.1774 lacs in December 1970 $vea
120°/ increase in the deposits during 1970-74. The deposit
average of per branch hasalso incressed from Rs«/i7.95 lacs
to Rs.80.07 lacs during this period. Besides this the per
Capita deposits has been also increased by 121% during this

period, which goes from Rs.86 to Rs.190 during this period.

Similarly the total credit in the district has shown

an increase of 82% , i.e. it has gone from Rs.1483 lacs to



Rs.2699 lacs during this period.

has

also gone from ks.40.08 lacs

this period.

sector wise po

that there has been an overall increase in the advanc

The
bank

to priority sectors,

Table 4.7~

sition of s advances

tavle 4.7

Amount of advances (g

oy gl o0

The advances per branch

+52 lacs, during

' fki rels

‘the

during 1972-74. ‘e found

es

SelNoe Sectors Dec. . Dec, Dec.

| 1972 i 1973 { 1974
1. Agriculture

(a; Direct 10462 18223 20378

(b, Indirect 254 664 6398
25 Small Scale Industries L 16 mens 15157
% Transport 1401 1608 1590
L. Retail Trade 2420 1728 2124
5. Others 138 365 333
6 Total 2924 37508 43980

it goes from
of 94.3%% in
inerease

from Rs.3.54 lacs to Rs.64 lacs

Source: PNB, Distt. Action Plan, Saharsnpur, 1975.

Total priority credit shows an incresse of 50467 Le.es

The  approisel op-credit position of SST

very dis appointing ansl

the asdvances

292 lacs to 440 lacs. There s
the direct credit to agriculture

in indirect credit to agriculture.

in this period.

’

.
AD

also an increasge
and tremendous

It increased

during this period
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has gone down fron Rse144 lacs to Rs.1%1 lacs. Similarly
in the casc of retail trade the position is also very poor;
the total advances from Rs«24 lacs comes down to Rs«21 lacs.

This 'represents a presence of depression in the case of

industry during the period.

L4e2 INDUSTRIAL STRUCTURE

The existing industrial structure of the digtrict
comprises of large scale, medium scale, small scale and
cottage units which are scattered almost all over entire
district. However, the main concentrztions of industrial
units are at Saharanpur, Roorkee, Hardwar and Deoband. These
industries are either registered factories or unregistered
organised establishments and household units engaged in
the manufacturing of variety of items. The district has
a fairly wide industrial base, consisting of 13 large scale
unitg_and 1036 8sI (registered’. In addition to this there

are 1625 (estimated;¥—unregistered SSI in the district.

The large scale industries (LSI) in the district ie con¢aueﬁu6
account for, textile mills, cigerette factory, card board
CiLg;LI} milk products and ghee factory, distillery and sugar
factories. These LSI constitute a good industrial base in the
areas while small scale industries in the area also comprise
of various types ranging from engineering industries, ins+tru-
ment, electrical and_electronics,chemical, wood based,

animal based, agro based, ceramic and textile based industries.

%  Dy. Diveelor of Inclusfriis ,Squmh/&w



Inspite of various units in the ares, the engineering
industries predominates because, it has good marketability

for their products in th: ar.a.

The presence of BHEL at Hardwar and various sugar
and textile industries in the arca has widened the scope
for small engineering units, engaged in various activitd es.
The development of ancillary unit has also shown a remarkable

scope in the last few years with the cstablishment of BHEL.

Nu A&'J 06-
Theﬂggall industries in 1378-7¢ vaas 1056 during

¥G75-76, providing an employment to about 521% persons with

the investment of RSe5.72 crore and estimated production

the<tune of s 4.70 crore in 1975~76. Contrary to this the

large sector in the area provides employment to about

13,000 persons with the investment of Rs.95 crores. The
Sedior

total production in largekgoes to Hs+.145 crores during

1974--75.
Before going in detail we would like to review L.S,.

and S.S.1. in the area in details First, we would like to

consider the LSI, in brief.

LARGE SCALE INDUSTRIE

- T

As discussed #m above the large scale

sector in the ares constitutepan important Industrial struct-
ure and plays a vital role in the industrial development
of the areca. The following table gives a bird eye-view of

kdea—about the large scale industries in the district.
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Table 4.8 LSI in the Area (1975-76,

(Rs.crores

‘ Capital ! Empdoy~ [Production >

S.Nog Type of units }Capacity I Tyiaats ’ ek _
_] { i ment ’ﬁﬂﬁus'
| | !
1] i o 25 1 5 ] o ! 5 B 6 s
1. BSugar factories (5, - 15.28 6,000 9.52
2. Cigarettes Factory 766 crore 6.19 2,146 49.67
cigarettes
3« Paper mill 46200 m. g 442 1,900 5093
tonnes
L. Textile Mill - 1.36 2,345 3,92
5« Distillary - 0.49 151 O.14
6. Ghee Factory - 1228 300 %+ 93
7+ Govt. orkshop - 61.6% 200 724%%
E. Total - 95.65 13,042 15 .44

source: Report on maiketing problen of SSI in RIP Saharanpur,
DC(S3I, and Directorate of ind., Pub.R.1.P,, Saharsnpur
1977.
Besides, these large units, § BHEL is located at
Ranipur, Hardwar, established in 1965-66, and is biggest
public sector industry with heavy investment. The unit
provides employment to more than 2,000 persons.It produces
Hydro-gener: ting sets, turbo generating sets and electrical
machines together with associated apparatus and control
gears.
The analysis of the figures in respect of LSI shows
that average capital per erployee was Rs.7.3 lakh ard outnt

per employee was Rs.11.10 lakh. The capital output ratio in
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this sector gees A 1:1.5 i.e. with the capital investment

of Rsel there is output of Rs.l.5,

SMALL_SCALE_INDUSTRIES
In this scction an attempt is made to give a general

idea about the small scale industries in the area.

The district Saharanpur has a fairly good number of
551 manufacturing various products. The number of SSI
in the area has shown about four fold increase during the
last decade (1966-76,. The number of 5SI has gone up
from only 252 units 1965-66 to about 1036 small units
1975-76, showing the growth of 41% during the period. If
we Take into account cottage as well as unregistered small

units, the estimate goes to 2100 units in Saharanpur district

The following table shows the category wise distribution
of small scale units in the last decade. In the table we find
that engineering industries, itself, constitute one third
of the total small industries in the area. If it is combined
with Agro based industries, these constitute major part
of the total industries in the areca. The data given in
Table a,Sshoggthe multidimensional growth of chemical
industry in the areay which has risen from 5 unit¥%1965—66

to 103 unitsin 1975-76.



Table 49— Category wiseDistribution of SSI

(1966-76)
(No. of Units,
J ; i ‘ il Years

S-No] Category ﬁ965, 1 1969- [1970- [197111972- 197§»i1974—i 1975~
6 | 70 | 71 | | 7k | e

1. Engineering Inde 65 120 158 202 242 271 300 320

2. Agro Based eg 116 132 172 200 234 255 265

3. Forest Based 49 91 06 A2k 18% 165 165 191

Le Animal Based 52 6l 81 87 89 92 92 =

5., Chemical A 18 43 ¢ 55 69 86 103

Ba Textile 6 8 L 19 22 oe - -

7. Ceranic 1 % 5 10 12 Iy g 15 15

8. Building Material ~ h 1 3 3 3 L 5

9. Other 5 13 12 16 17 22 28 40

i0: Total 252  42% 524 676 793 895 967 1036

Sources De uty Director of Industries

$

Saharanpur.
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CONTRIBUTICN OF 5SI

...‘77 -—

If one tskes the account of the total contribution of SSI

in respect of employment, capital investment and production,

one will find the following: The total§i036 SSI in the area

1975-76 offers an employment to 521% persons with the capital

investment of Rs.372.10 lakhs and estimated production of

Rse49¢10 lakh during 1975-76. The following table gives a

detailed picture in this respect.

Table 4.10- SSI in the Area (1975-76;

(Rs. lakh)

lof Investment
i L uni:

S.No | Category ;No.tj Capital

—

Employmendg

i Produc tion

1, Engineering 320 91,95 1189 126.64
2. Agro 265 187420 2167 257 4143
B Forest 191 17 .56 7% 3%.13%
AR Animal 97 Lo lyly 2710 719
5a Chemical 103 L7 .25 405 42.05
Ce Te:{'i:ilﬁ:;'4 - - = ~
T Ceramic 15 %452 51 T
8. Building Material 5 1.89 52 2.04
9, Other 40 1827 322 25.41
10.  Total 1036  372.10 59 491,10

Source: Deputly Director of Ind.Saharanpur

# Eliminated, on the set up of separate directorate in 1974-75.
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The analysis of data in respect of SSI shows thet
an average capital required per workervas Rs.7,13%8 only and
output per employece goes to Rs.9,420. The capital output ratio
is about 1l:1.32.

COIMPARISON_ OF ECONOIIC RATIOS

If we take care of both large and small sector in respect
of their labour productivity, capital intensity and capital
productivity, we find the following interesting results.

The following table gives the comparative picturz among
largec scale industries and small scale industries of their
various ratios.

Table h.1l= Salient Derived Ratios for LSE and SSL

S.NodJ Category ;Capital ILabour ; Capital
t iProductivity |Productivity! Intensity
l. Large Scale Industries 1:1.50 ezl g Rs.7+3%0 lakh
lakh
2+ 8Small Scale Industries Lile=2 Rs. 9,420 Rs.74138 lakh

It is interesting to note, #hes thewe is not much diff-
erence in the capital productivity oi large and small scale

sector. But contrary to that we find a great difference in labour

productivity of large and small scctors If Rssdd+3o0—Td=ithr—is
As Po Il (abh
output per worker,in large sector, it is only Rs.9,420 in small

scale scctor. Similarly, the large sectaris highly capital
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intensive compared to small scale sectory whereas, in

large scctor the capital labour ratio was Rs.7.30 lakh,

it was only Rs.7,1%8 in small sector, in the area.The
analysis provide a strength to the thinking that 'small
scale industries are 'labour cucep' and 'capital dear'. Vhile
we are discussing about the country like India, where un~
employment is rampant and capital is scarce, it is viable

to promote the smell scale sector. The development of small
scale sectar in the area also proves the correctness of

the thinking. Conclusively, we may say that it will be
beneficial to promote small sector in the district covering
rural arca for cradicating the problewof regional imbalances

and in helping the equal distribution of national incone.

LOCATION OF SST
The growth of small scale industries in few pockets

of the district can be seen from the table given below:

Table 4Le12 Area of Councentrations

SeNog Area  No» of | Percentage
i . t Units i of total
WON=-RIP
L4 Saharanpur : 470 L5
2 Roorkee 260 25
3.  Gangoh : el e
bee e s S RIS A 1. S ORI Jov: . - e S A W
RIP
5 Deoband 227 &1
B Nanauta 57 1
N Rampur 55 5
8. Nakur 5 -
e BEREG e o e s i e =
10 Total 1036 100

Source: Deputy Director of Industries Saharanpur.
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e
The concentration of SSI in particular region way—be
v fluaneed by the ) e
j bPresence of good infrastructural facilities,
trose—peints. Geographical distribution of these industiries
in the district may bec determined by weighing and asscssing
the relative significance of historical, economical, natural

and often psychological factors. Some of the factors. which

affected the location of small industries in the district
are like, availability of good transport facilities which
affccted the good availability of raw material and access of

market, availability of power rcsomrces, labour, marketing

7

facilities and finencial facilities arc the among other

factors affecting the location of 3SI in the area.

The implementation of rural industries project (RIP,
programne at Deoband, has also grest influence in concentrat-
ing the small scale industries in th=t particular region.

About 22 percent of the total industris arc concentra=ted

at Deoband. The RIP programme, which was initiated in 1962

as a centrally sponsored scheme in 45 selected areas with

the idea to work out an intensive programme of development

of 551 so that effective methods and techniques for industrial-
ization of rural areas were evolved under different set of
conditions which could be later used in extending the programme

throughout the country.

ofy SST m Tha diatH.
Inportant points of ccncentrationAgre Saharanpur

Proper and Roorkce, The concentration of Instrument industrics
at Roorkee cuphasize the importance of 'historical factor’

effceting the location of industry.
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9h Saharanpur the important industries are casting, conduit
pipe, agriculture implements, steel furniture and units
manufacturing machine parts, like, textile and sugar industrys.
This concentration is due to factor affecting the marketing
of products, éeskh¢»the concentration of edmest—eall—hc large Seale
units at Saharanpur has also given the chance of establish-

Srodl s cale
ingkunits at few points.

4ot ALICILARY TNDUSTRIZS

With the cstablishment of BHEL at Hardwar , fourteen
small scale units have developed as ancillary. Thesc are
engaged in doing all sorts of work for the BHEL, vhich
includes fabrication and machinging, tool room and heat
treatment, machine components, menufacture of insulating
material, mica tape and sheets, carbon bushcs, ferro, ammonia
and other sensitised paper and many other types of jobs.

At prescnt 1% small ancillary units are working and are
being run mostly by qualified engineers/technocrates.

The total investment in respect of 13 ancillary units 4
estimated to Rs.80 lakh and total output/job work in resﬁuct
of 10 units in 1975-76 amount/to only Rs.8.17 lakh. They
give employment to 219

ne sonse.

iy

45 INDUSTRIAL ESTATES

Presently three 'industrial estatcs' are functioning in

the district. These include a medium size conventional



cstate at Roorkee, Hural Industrial Estate at Deoband and
Ancillary Zstate at Hardwar. According to the size of plots/
sheds, the Industrial estete has been divided into fomr
categories viz.,
(1, Big Industrial Estates, whcre four typus of
shcds~ A,B,C and D have been constructed.

(2, Medium Industrial Estate, where only B, C and D
type of sheds have been constructed,

(3, Small Industrial Estatc, where only C and D type
of sheds are availablec.

(4, Rural Industrial Estate, wher type (1) and (2]

sheds have been provided.

The details of arca for various types of sheds can be scen

from the table given below.

Table 4413 Type of Sheds

SeNos Type of Shed lArca _of shed

1. ™ 2000 sq.yds
o B! 1200 sgsyds
%e EE Y 600 sd.yds
i 4B i 300 sqeyds
5 Type (1, 60 'x50! éq.yds
6o Type (2; 6040 ! s8q.yds

Sources DC(5SI,,EDP State Profile No.2, p.ll.
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District Saharanpur shows a good position din respect
of availability of industrial estates. Out of total 44 indus-
trial estate in the State; 3 arc situated in Saharanpur at
differcont points. Inspite of this, the need for one more
industrial estate at Saharanpur proper is fclt since a

long time. Because, the increasing impact of small scalc

industries in the Saharanpur city is Ccreating the congestion wifk-

in municipal Limirts of the district. The construction of
one industrial estate in the outer area of the city will help
in diluti g the congestion and also in giving hcalthy

environment to the city.

The industrial estates at Deoband, Roorkee and
Hardwar are functioning well. Though few plots/sheds are

. . anduslyial : 4=
lying vacant in the ~ estate at Deoband, mwmi’j due 1o

{

-

> - e abnormally high cost of land
as compared to the adjoi ing areas
of the estate. The mreasonable pressurce of octroi duties

in the area has acted as a drag in the development efforts.

The.detail picture of the industrial accommodation
available in the Lstates and also the number of sheds/plots

lying vacant with then, s g Latan L Tablc 4.14,
- \J 1

on the next page.

INDUSTRIAL ESTATE DEG

- N e g s oo

H
[1
'
¢
1
.‘

The Industriagl Estatc at Deoband is mainly engaged in
the production of items viz., cheff cutter blade, P.V.C,

wires and cables,; paints and Varnishes, polythene tubing



Table 4414 Industrial Sheds/Plots

SeNog Nane Type [No. of|[No. of ‘VgcantiVécanme—
| | Total |Total ;Sheds‘ Plots
el Sl Mot iSheds IPlots ( 1

A Deoband Semi- 30 L2 L 22
Urban

2 Roorkee Urban 15 48 Nil k.

3. B.:Y-EOEQL' UI"b?l’l 14 P‘Il_A.l l I‘I._Ao

Source: DC{SSI;, DP, State Profile Series No.2, Appendix V

and agricultural implements, etc. amd. .t investnent,
employment and production as on December 1976 is given below.

It shows a good performance in the term of capital productivity

No. of units i Investment i liap Loy~f Production
'(Rs . Lakhs iment 1 (Rs.lakh)

27 2L, 75 140 17‘:) 00

The data shows presence of less capital intensitive unit in

Mol

BHEL ANCILLAKY EST.TE

The estimated figures regarding BHEL Ancillary ZEstate

is as follows:

No. of units | Investment ~ | Employment | Production
i amel Jlﬂyl@mau & RSN (e, )
13 8 219 8.176*

# For 10 units only.
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The BHEL Ancillary Estate did not show very good
performance in the term of it capital productivity. It show
the presence, of highly capital intensive small units at Har dwar.
The average investment per unit comes to about Rs.6.0 lakh,
compared to less than Rs.l.0 lakh in Deoband estate. But the
difference in the nature of both estates convinces us about

their discriminst ion.
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CHAPTER V

——— e

PROBLEM FORMULATION AND METHODOLOGY



In this scction of the study 4t is proposed to study
the need, objectives, Scope and mcthodology of the field
surveys. Besides this, the shortcomings and limitations of the

data are also discussed,

5+1 PROBLEI FORMULATION

An overview of the picture of small scale. industries

in the area; made in the earlier chapters, showsa large potent~
o) (T SST

lal,that needs to be exploited properly and efficiently. The

intrinsic need for proper policies formulation to this group

of industries has been found, which would help in removing

the constraints that exist and hampers the efficiency of

sinall sector.

It was also observed that most of the uni*s in the ares
are opereting below their Capacities, while using modern or
semimode:n machines and techniques of production and business
lanagencnt. Besides, they face¢ many problems which encounter

their daily snd +time to—tdme working.

An inquiry into their operative conditiong would corro-
borate thig pProposition and would throw light on the factors
affecting their growth and productivity. Such inquiry would
also suggest measurcs te improve their productivity and

enhance their competitive strength. Vith this view it wag
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decided to undertske the techno-econonic study of small

scale engineering industries in district Saharanpur.

5+2 OBJECTIVES

Cn the basis of the conclusions arrived at in cearlier

f

chapters it is now easy to lay down the ObjGCtngﬁOf the

present study.

It was decided to cuonfine tho study to the investment,
employment and output aspects of the small scale engineering
industries in Saharanpur. The broad objectivegof the study

was TO analyses

(1, An appraisal of the operative condition of small

scale industries,

(2, The structure and conposition of the investment,

employment and output in the industries.

(%5, A Quantitative assessn nt of the numerous spacific

probleas encountered by each of thes industries in

6]

their day-to-day Tunctioning, and

(4, To assess the pattern of growth of small scale indus-

tries in the area, in the past.

It may, however, be noted here that the above is a
broad set of objective: which is sought to be achieved
through the present study to the extent possible within the

limitations to which any study of the present nature is



subject to. Among these may be mentioned thosc incidental
in the design, conduct and the coverage of this survey.

These, it may be repeated

©

i

s are in.vitable, perhaps with
variations in degrees, to any study which hes to deal with
the type of industries such as we have for analysis. Theose
shortvconingswill be mentioned at sufficient length as and
when they occur in the following pages. Here it is only
eqphasiéed that the conclusions arrived at on the basis of
the data obtained by the field work is subject to the
limitations imposed by thesce shortcomings.

5+5 SIGNIFICANCE

Vith the help of this study the aforessid objectives
will be achicved, for the purposc of our two fold ains in
this respect. First, to design and interpret this study in
such a way that could add to a conceptual and theoretical
frame work of the issue at hand and, seccondly, to interpret
the study in a way that could help us to come nut with certain

policy implications in this connecticn.

In this way the study will remain important, again, in
two different wayse First it will lead to a better under-
standing of the variables at wori ,which influence the growth
of small scale sector in tho areca. Secondly, it will provide
in iSs own humble way, specific guidelincs for the develop-

nent of small scale industries.



5.4 SCOPE_OF THE STUDY

As far as the scope of the present study is concerned,
it is restricted to those industrial units which fell in
the definition of small scale industries, as defined earlier
in Chapter II. The study is also restricted to the units
registered with Directorate of Industriecs, This excludes a
large cetegory of S.S. units which come within the purview
of different sp-cialized boards, committee or agencies
Ope ating them and are not registered with Director of

Industrics.

This conscious decision was made to cover the modern
sinall scale industries falling within the purview of
'Small Industries Development Organizetion{SIDO:l ard
availing assistance and facilities made available to thern

by different government Or scimi-government agencies.

The study is further restricted to the Coverage of small
scale enginecring industries oper-ting in the district. I+
covers tho enginecring units in respect of the folloving

four groups of industrics.

l. Mechanical engineering industries,

2« Drawving, Surveying and Mathematical instruments,
Industries,

S« Agricultural implement industries, and

1. SIDOs Industries not coming within the purview of other
governiiont agencics and stvatutory boards, i.e. hand--
loom board, khadiand village industries commission,
Handicraft board ote.

EENTRAL LISRARY ORTYVERTITY Of ROGREER '

ROBRILER
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L. General engineering industries.

The reascns and justification for this decision has
been discussed, in detail in Chapter VI,

55 NEZD OF THE FIELD SURVEY

The nced of the present field survey was felt mainly to
study the techno-cconomic condition of small scale engineer-
ing industries in the district Ssharanpur. More, specially,
the field enguiryis designed to ascertain the operative

conditions of the small scale enginecring industries in th- arca.

It is well known that the data relating to the small
scale industries in our country are not adequate for the
study. "“hatever data are available, is disconnected and
uncoordinated. On the one hand, disquieting as it is, no
coordinated attempt has been made to conduct any comprehensive
field inquiry to obtain integrated and detailed picture of
the small scale industries in the country =2s a whole or
a region thereof. On the other hand, such data as is avail-
able today cannot be recgarded as either satisfactory or
adequate for purpose of any integrated and comprehensive

analysise.

IT was therefore thought necessary to underske an
independent enquiry, so that the data which were necessary
for the present study could be collected in an integrated

and coordinated manner.



ke

It is also well known that small scale industries are
relatively l-ss organiscd and are geogranhically widesnread
all over the country. Their ways of keeping account books
are not scientific and systematic in many cases and generally
the small industrialists arc relotively not mees reluctant
to disclose information about different aspects of their

<

UN1CSe

Keeping the limitations in viev, it was decided to
restrict the coverage of the field investigation to a
manageable block of a continguous arca. It was decided to
select the area of district Saharanpur (U.P.,;, for the study.
The reasons which weighted in the selection of this area for

the field ingquiry may be summarised as bclow..

le A more or less fertile agriculture tract with a

relatively prosperous population.

2. Concentration of industries of diverse type and

varying techniques.

5. Existence of onc of the oldcstc, market of Drawing,
surveying and Mathematical Instrument industry in
the area.

L4e Operation of the Rural Industrics Project (RIP,
scheme in the portion of the ares for the last many

yearses
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The rcasons and Jjustification for this decision has
been discussed, in detail in Chapter IV.
5.6 METHODOLOGY

On the basis of rocords available with Deputy Director
of Industries, Saharanpur, about 10%6 small scale units were
registered in 1975-76. Out of total 10%6 SS units registered
with Industries Department, nearly 320 units fell under the
purview of enginecring units. These %20 small scale enginear-

ing units, constitute the population for the study.

However, as discussed eerlier; the meagreness of the
data available with Industries Department, compelled us to
collect the first hand information for our study. The popula-
tion of ncarly 320 small scale engineering units wes considered
so large and dispersed that complete coverage was ruled out
becausc of scarce r.sources and linited time in hand. In
addition to these practical considerations, a sample coverage
was also believed to be more efficient-and reliable, becausec
it often pernits a higher overall level of accuracy than that
of complete enumeration. One can alss expect to treate
conditions in a smell survey which are definitely superior
from the point of view of cost, accuracy and depth of

information.

5+6+1 SALPLING PROCEDURE
In order to select the represontative size of .sample

from the total population, the stratified sampling approach



was followed. In order to cnsure a fairly rcprescntative
and accurate coverage, a ninimum of 15 percent of the total
industrial cstablishiment was decided—te=e coverced for all

the industrics to be gstudicd.

e ! o ; ,
Keeplngbylew the chances of non~response during the
course of field inguiry the 20 percent sample of the total
industrial establishment was chosen for intervicw, which

finally cumes upto 17% .

The whole population of 320 units wvas stratified into
four broad catcgories, on the basis of their nature. The
number of total establishment in cach group docs not represent
much deviation. So from every stratum 2072'sampla was drawn

randonly., The following table shows the detalled sampling

P 181‘1. °
TABLE 5.1 SAMPLING PLAN
SN0, Category v}Toial nunber | Sarple |Successiul
; of units 'drawn units -
1. Mechanical 8 17 14
2, DSITT 75 15 13
Ha Agricultural 7Q 14 12
Implcnent
T Genecral Engineer- 90 18 16
ing
5. Total 320 64 55




In all 64 sampled industrial units covered during

field survey, Bubt—eut—oftetal O writs, 11 units were
found non-traccablc or left duv to non response or refusal.
In all, 55 successful units were surveyed inteonsively on
-The basis of comprehensive questionnaire; which was used to
collect the required information from every sampled unit by

giving a personal visit to each unit.

Almost in all the cases it was tried to sccure the
interview from the entrepreneur of the unit. Only in the
absence of entreprencur, manager or next man of that unit
was cnosen for the interview. Although the above sampling
plan was followed with some amount of regour , there was a
clear instance of departure on account of non-availability
of entreprencur fron the sampled unit or chance of refusal
by the entreprenuer to produce any data. In some casos

the non traccability of unit was also observed.

The information was elicited from small scale enginecr-
ing industries with the hcip of questionnaire Eaumfhar “he
following broad categories:

i, General informetion

ii, Product and production structure
iii,; Employnecnt and wage structure

iv. Capital structure

v, Cost structurc
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vi, Market and management, and

L.

vii, Problems etc.

In this respect first, we prepared a draft questionnaire
based on the above mentioned seven categories, containing
the questions relating to our requircients.Then with the
help of this questionnaire a primary survey was performed
of some units selected from the different stratum, to check
the relevance of the draft questionnaire. Latfer, with'.

the help of data collected by primary survey we checked the
relevance of each question or its part by meking an item
analysis and frequency count and on the basis of general
observations a number of questions were found missing despite,
many irrelevant questions. Accordingly final comprehensive
questionnaire was prepared, comprising of all the questions

relevant to the study.

5:643 Conducting the Survey and Field Problems

The field work was carried out by direct field-in-
questiomnaire for every sampled unit. Evory sempled unit.
was visited personally +to fill-up the questionaire and also
made soveral discussions with cntreprencurs pertaining to
their future prospects, present conditions, and the problen
coming across the develonnent of small unit, besides tais,
suggestions and recommendetions given by them were also
entertained.

During the course of field work the saveral problems
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wore faced. Some common problens come across tix field work
P

are as follows:

First, the most common problem faced during the course
3 { : R e =
of survey was problem of 'mon-response? and refusal to
geals
provide any information or data pertaining to small junit. Some

had also shown their inability to produce any data because of

varied factors.,

Sccond, important problem came across was the

P
large number of bogus or non-tr:oceable units. How.ver, this
also included the unit closed some tim. before due to varied

Peeotoraes

Lastly, the problem of 'non-availability of entreprecnecur
in the workshop. Becausc most of the time entrepreneurswere
supposed to be out to look after their different Jjobs like
procuring of raw material, and looking for marketability of
their products ctc. In such cases twice or some time thrice
visits were nade to interview the entroepren:ur and inseite

+ et in some cas:is manager Or souae responsible
person of the unit was interviewed, who had adequate inform-

atien pf The onits

5.7 BASIC CUNCEPTS

Before proceeding with the analysis it is necessary

to provide brief clarification of the wvarious terms and

concepts used in the analysis. In what follows ther-iore
Loas mada

an atteupt  to clarify all important terms and concepts.

"

]
B
(®]



specific meaning attached %o them, their shortcomin-s,
linitations and the problems and difficulties encountecred
in working these out in the most sultable, desirable and

satisfactory way.

5741 Productive Capital

Productive capital is gencrally described as the total
capital resources at the command of an unit of production
/ich effectively contributes in its production function.
For all practicel purposcs it is taken to be the sum votal
of (i, Fixcd asset in the form of machincry and equipment
and other fittings, (ii} Vorking capital or the floeting
assets, which includes stock of raw material, finished

production in stock, cash balance in hand or in bank, credit

due to the unit and so on.

(a; Fixed Assets
Fixed assots used in our study arc those of 4 permaneont
nature with an economic lifc (production life, of over one

yecar and uscd in manuiacturing ,repairing and scrvicing cege

maciinery and equioments and tools etc.

(bj Uorking Asscts

I¢ includes (i, raw material, fuel otc. in stock
14 seni~finished products in the st ck or in process,
(iii, stock of finished products, (iv, cash in hand or in
bank, (v, credit due to the unit, i.c. net receivable and

L

net payable amounts.



5.7.2 Output: (Value of production .

Output of the unit represents the value of products
turned out or services rendcred by the unit over a period
of time. In other words, the valuec of output is the ex~factory
gross (selling, valuc of the products manufactured by a unit
plus the Vvalue of services rendcred or work done for others.
Therefore,; totsl output or production of the unit includes
the proceeds of the commodities manufactured and sold during
the reference year plus the stock of finished goods held by the
unit plus remuneration earned for work done for others during
the year plus arrears of amount due for the work dgne or

services rendered during the reference year.

5743 Maximum Capacity:

The meximum capacity or installed capacity of the
unit may be the production potential of a unit, with the
existing sct of machinery and equipment alrcady installed and/
or labour employed, assuming that the operativ. conditions
of the unit will work uninterrupted throughout the year. The
aggregative volume of production thak turned out during
300 days, working one shift per day of 8 hour each, is

reckoned as the maximum capacity of a unite

Wiorker as dofined in the factories act is 'A pe.son
employed directly or through any agency, whother for wages

4 s

or not, in any manufacturing proccss or in any cleaning of
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parts of the machinery or premises used in manufacturing
process or in any other kind of work incidental to or
connected with the manufacturing process's For the purpose
of study the workers arc divided in vareus categories and

studied,are as follows:

(i, Self-Employed: The properietors, partners ormembers

of the owni g family who work in the premises of a unit.

(1i, Skilled Workers A worker wvho is engaged in the jobs

-

requiring special training and ocrexperience in the line.

(iii, Un-skilled worker: One who is engaged in the jobs not

requiring any speccialised type of training or experience.

(iv Supervisory end Managerial Staff: All persons holding
positions of supervision and management whether defined
as a worker or not under factories acts It also includes
the working proprietors, parthers and unpaid family membe:s

engaged in such positionse.

(v, Other Employees: Clerks, accountant , peons, watchmen,

workers.

{vi, lT;/Tpppp;pgij. It includes all those techinically trained
and having the degree or diploma of I.T.I. or engineering

etta

(vii; Annual Emoluments: All the payments made in cash as

compensntion for work done during the year c.g. basic

&
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wages,; deainess allovance, overtiac payments, snift
allowancaes, leave wages, wages for paid holidays, etce.

Bonus is not included in it and kept separately.

5¢7+5 Raw Material and Components
Raw material are material that undergo a change in the
process of productions. Components arc items that are used in

some form in the final product.

5.7.6 Type of Industrial Activity

(i) Manufacturer: The industrial unit manufacturing the
products with own materials with the help of in.talled

machines and equinnants in the workshop.

(ii, Supplier; Not manufacturing thec product, but only
performing the job of supplying the products, produced
by manufacturcr, eiher in their own name or in the

manufacturers nanc/brand.

(iii, Job Forks 1t includes the job work production and
proccss both.The job work Production means -~ a product
manufacturcd by @ unit on bchalf of another with the
raw material supplied by the latter. The job work (procass,
inciudcs all the parts of manufacturing process, under—
taken by a unit on behalf of another on paymcnt basis,

Ceppe milling. polishing, shaping, clecetroplating, galvan=

iging e¢bos



(iv,
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Repgégjgg[ﬁggz&gggg; This mecans Tthe process of restor-
ing somcthing defective to good condition and improving

working condition of a machinc or cquipment.

Ancillary. Perfori the ancillary job i.c. work on
behalf of other units, i.ce manufacturing sub-assemblies,
toolings, components to one or morc large units, known

as parcnt unit,; manufacturing complete product.

5:7+7 Source of Ineome

Primnrv: Prinary source of ineonme ncans that entreprencur
A

or owner is full time cngaged in this manufacturing
process and not having any other source of incume except

that smell unit.

Secondarys Owner also engaged in some other job except
the small unit, or having some part time, or side incomc.
8 Lype of Establishment

(1. Individual Proprictorship: It is a one man show
type of industrial enterprisc as it is owned and run
by a single individual. Thc ovmer bears full responsib-
ility of managing and running the concern, and his

legal liability extends cven €0 his private propcerty.

This is known as 'unlinited liability!.

(ii) Partnership:(Joint Family and others): It may be
defined as an association of twe or morc persons to

carry on, as co—-owners a business undertaking for
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profity
(a; If the co-owncrsoXe from ©th. single family i.c.
having relation with cach other will be callced as

Joint family partne:rship,

(b, Remaining will be counted as partnership.
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In the—carlier chaptorhyo have discusscd the industrisl

L,

cconomy of the district, in which we also covered the general
overvicw of large and small scale industrics in the ar~a,

showing the number, location and their contribution to tho ﬁdudhhﬂ
cconomy in devcloping the district. Finally, the carlier

chapter takos carc of both large and small scale industrics,

in the district.

In this goection of study a modes® attempt has been made
to analysc the growth pattern of smell scalc industris in
district. in particular and besides thiq,efforﬁ has also been

made to include some other aspects also.

b L e o SRR [ S

6.1 IYPE OF Siésl SCALI INDUSTRILS

Perhaps, to begin with it would be better to sce the
composition of swail scale industrios. According t¢ the
National Industrial Classification (NIC), the Indian smoll
industry produccs a large varicty of items. Tho major industry
classification divides them in 16 verdous clasces on the basis
Of their nature of production. Thesc are given on the next

Ppa ;:“:;‘o
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1. Food Products 9. Glass and cermanics

2+ Bewrages 10, Basic Mectal industrics
Je Hosiery and Garments 1l. Mctal products

4 Hood products 12. Machinery

5« Paper and paper producteg 13+ Electrical Machines

6+ Lcather and Leather Preducts 14, Trensport Equipment
« Rubber and Plastic Products 15. Misc. industrics

8. Chemicals 16« Job Vork, repair services

Source: All India census of SSI units, DC(3SI. New Delhi ,1976.

A cursory glancc into the industrial structurc of any country
reveals that it econsists of $g§§£3§—naturo and sizc groups,
which may broadly be classified as small, medium and large,
mcasurcd by any common acceptablc denowinator. It is signifi-
cant to note that despitc, the size of the unit both large
and small scctor produccs varicty of products. Now-a~days
small scetor is playing an important role in cconomic
development of +the country. Shetty, spoaksl, 'There are
significant cxamples among industrially advanced countrics
vwhere the small establishments have ot survived but havc
persisted and continued to play an important part in the

organisaticn of the economy’.

As, the small scale industrics in the district are

concerned, on the bagis of thelr nature of production. nay

1. Shetty, l.C., OpsCitepell,



broadly be classificd int: nine categories, The following
arc the nine major catcgorics cngaged in the production
of various products in the district, as reported by Doputy

Director of Industri.s, Sanaranpur.

1. Enginecring Industries
£+« Agro Based

%s Forest Based

4. Animal Bascd

5. Chemical

6. Ceranics

7+ Textile

8. Building Material

9. Miscellaneous

SMALL SCALE ENGINEEQING INDUSTRIES

Among the various gr.ups of industrics,; the engincering
industries has an important place. Becausc, the metal working
complex of indugtrics offer a highen growth opportumities
of small manufacturer both boccause of importancce of metfal
based production in India's dovelopnent stratecgy and becausc
of the natural suitability of sclected metal working

operations to small plants.

Secondly, the expert bodi~s like 'Natior~l Council for

S

2. The report of International perspective planning team,
OPeCiT,; Daels
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Applied Economic Reszarch (NCAER, have also placed high
reliance on the promotion of light enginucring industrics
as a mcthod of industrialising the stato. Thirdly, the
engineering group of industrics halps a country to becrme
morc ~nd more tochnologicelly independent, which is so vital
for real cconomic develoonment. T ithout technological indepens
dence the country remains backward cven if it hes high

per capita income derived from the e xploitation of natural
"

resourcass Fourthly, the enginccring industry forms thea

single largest secti.n of r gist-red small scale industriis.
COMPOSITION OF ENGINEFRING INDUSTRY

The engine ring industry covers a large number of
hetrogencous; but close ely inter-connected groups of
industrics. 'The enginecring industry is primarily 2 metal
using industry' though other materials like plastics, nylon
rubber etc. are alsc used ~s inputs. he main function of the
enginecring industry is to precess the end products of
ircn and steel and non~ferrous metal industries, and 1o

oy : L
assemble these processed parts inte final products'™.

As the Indian Engincering Indust Cry produces larg

varieties of items, products of this industry are broadly

3» Majumdar, A.G., Indian Enginecring Industry, BSRT,
New Delhi 1972, Do

& AWid, pels



classified intce the following five nain divisions and twenty-
five sub-division, deponding on the raw materials used
and the process employod in the nanufacturing of guOdS.B

l. M:tal Products, Xcept machinery and Transvort ZEquinments
(35.

L de Fitting, fixtures, and fasteners (3553,
l.ez. Hand tools and smell tools (354

l.3« Enamelling, Japanning, lacqucring, %ﬁlvanising,
planni g, polishing metal products (357,

le&y Metnl products not clsevhore clossified (359,

2. Machinery except electrical machinery (%6,
2¢1 Aoriculturc machinery (361,
Ze2 Mining, eorth-moving and construction machinery
2+¢3 Prime movers, boilers and steam-gener~ting plents(463%,
2ol Industrial Machinery (364-5)
2«5 Machinery components and accessories (%66.7.
2¢6 Commercial office and house-hold machinery (368

3+ Elcctrical Machinery, Apparatus; Appliances and
Supplies (37..
3«1l Machinery, apparatus and supblies for the generation,
storage, transmission and tronsfermetion of eleoctrical
energy (%71,

%e2 Llecctrical mctors and furnaces (372}
5¢3 Electrical cables and insulated wires (373,

3¢l Botteries (374

Figures in br-ckot indicate ISIC (Indian Ston?ard Industrial
Classific~tion, Codes as used in the current officinl index
of industrial production.



Electrical appliances (375,

U
eh WA

Communication equipment (%76,

W
L
™~

flectrical Machinery, apparatus, appliances and
supplies not elsevhere classified (379,

4s» Transport Lguipment (38,

4s1 Ship-building and repairing (%81
L4e2 Reil road eguipment (382,
4«3 Motor vehicles (%83,

Ll lotor cycle and scooters (
L4e5 Bicycles and tricycles (386;
4«6 Transport equipment not elsewhere classified (389

5. Miscellaneous Engineering Products [Part of (39, ]

5¢1 Professional, scientific, measuring and controlling
instruments (%91;

~ -

5¢2 atches and clocks (%93,

6.2 SUALL SCALE ENGIUEERTIG INDUSIRIES IN THE AREA

The small scale engineering industries in the district
Saharanpur are engaged in the manufacturing of different
kinds of products, namely, hand pump casting, casting of
sugar mill machinery parts including crushers, agriculture
implements, cheff cutter blades, conduit pipes, steel boxes,

entrifugal pumps., tubewell machiner arts, nut and bolts,
J:' 4 7/

steel furnitures, steel doors and windows,; tin containers,
and tin printing, including drewing surveying instruments,
soil testing equipments and apparatus; weighing bridges etc.
and electrical goods like chokes, transformers, electric

wire cables,miniature bulbs, emergency light amd assembling



of radios and transistors etce.

The small scale engineering industries in the district,
depending on their nature and concentration, are divided in
four major categories, for our study purpose. These four

major groups of industries are:

1. Mechanical industries- covering industrial machinery,

machine parts, nut and bolts,; puaps etc.

£« Drawing, surveying and mathematical instrument
industry includes all sort of drawing and survey

instruments.

3s Agricultural implements—~ all sorts of agricultural
machinerics like trashers, harrow, cheff cutter
blades etc.

4 General engineering industries- it covers otherwise
industries like-conduit pipe, foundary, tin cmtainers,
steel furniture etc.

The following table gives the statistical picture of
420 small sczle engineering industries oper=ting in the dis~-

trict out of total 1036 3SI in the area.

1
[}
M
*
¥
N
’
]
*
¢
»
13
b
’

S:No.; Type of industries iy | No. of units
1. Mechanical 85
e Drawing, surveying and mathematical
instrument (DSMI fd.
%o Agriculture Implements 70
Hia General Engg. 90
S Total %20
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Lgainst tnis background, it would be interesting to
look into the growth patiern of small scale engineering
industries in The area, besides, considering the growth
pattern of small scale industries during the last descade,

in district Saharanpur.

GROWTH OF INDIAN ENCINELHING INDUSTRY

P L R Y

Before going in detail of growth pattern of small
scale engineering industries in the ar-a, we would like to
have a brief idea about the engineering industry in Indis.

Although the engineering industry is more than 80 years
old in India, it is only during the last two decades that
spectacular developments have taken place in this inddstry.
In this process of development; the industry has succeceded
in laying a firm foundation for the manufabture of heavy
machins tools, heavy electrical equinment and a large

variety of industrial machinery and electronic goods vital

for the rapid industrialisation of a country.

The Engineering industry has been one of the most
rapidly growing sector of the Indian economy in the past
two decades. .‘hile the industry could hardly produce
Rs.100 crore worth of goods in 1951, its total value of
production almost resached Rs.2,000 crores in 1970. IEven after
eliminating the price effect, the real growth is foundyd
to be very high. It shows about nine fold increase in

the output over the period 1951-7C. Compared to this, the
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increase in the output of the textile industry was only

47.6% ;, the food industry 1s5.4%., the basic metal industry
%41.7%: ond the chemical and chemical products industry 457.1%..
In other werrds, as compared to an average annual rate of growth
of 1%.0% recorded by the engineering industry, that rocorded
by the textile industry was only 1.7% ., the food indusiry

4.6 the basic metals industry 8.1%. and the chemical products

industry 9«57 .

GROVTH OF SSI IN INDIA
Compared to engineering industry in Indis the estimates

of the growth of small scale industries in India are algo

availablc from the Development Commissicner (SSI,, Government

of IndiaS. The data relates to The yvesr 1972. According to

this estimate, on the register of the State directorsces of

industries .58 lalkh wnits und= 'SIDUT purview werc located

as on %0tTh lovember 1973%. Among these che census covers

only l.40 lakh small units.the dats revealis that out of

14 lakh units, 838 percent had come into existence only

after 195C i.e., with the beginning of the first five year

plan. It also reveals tThat during tne first four years of the

Fourth Five Y .or Plan therc was a striking increase in the

growth of number of small scele units, when about %5%. of

the census units came into existance. As against this it

Be ALl Ina*a report on the census of S3I, DC(SS1I,, New Delhi,
1976.
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shows 19°. growth during the Third Five Year Plan, 12%
during the 2nd five year plan and only 5% grovth during

the Tst FPive Yesr FPlan.

Of these le4 lakh units, 61l percent were proprietory
units predominating in the small sector. The cstimate
reveals that 1l.4 lakh units with the investment of Rs.1055
crores in fixed asset, provicded employm-nt to 16.5% lakh
perscns and had gross vailue of output of Rs.2605 crore
in 1972, The total investment in productive assets amount
to Rg.1677 crore comprising Rs.1055 crore in fixed asaets
and Rs.622 crore in working assets. On an average plant
and machinery constituted about 50°% of the total fixec

assets.

The census reveals that among the cmployees including
self employed, 44°% were skilled, %8% were unskilled,
12° managenerial and supervisory staff and 67. others,

including clerks, accountants, peons etc.

Qut of the total gross value of output of Rs.260% crore,
Rs« 2459 crorcmlates to production or manufacturing snd
Rs. 14/ crores represents earning from Job-work, repairing
and servicing. The average gross value of output per unit
was Rs.1l.86 lakh in 197Z2.The capacity utilisation in the
sector as a-whole was of the order of 5% percent.

Certain econonmic indicators siow that the value added

by the census small scalz units worked out to Es. 841 crore
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or %2% of the ~ross value of output. Also sone significant

aconomic indicator shown in the census are notable. The
output per unit of investment in fixed assets (original value,

vere .47 (%.23 at book value,. The value added per unit

,

ass-its (original value, were 0.80 (1.06

¥

of investment in fixe

at book value, and value added by per worker Rs.6204 only.
The employment per Rs.l lakhs of investment in fix=d assets
(original value, goes to 13 for workers only and 16 for all

employess and 17 and 21 'r spectively at book valuea

GROWTH_OF SMALL SCALE INDUSTRIES IN THE AREA

The growth of small scale industries in the area has
siiownn manifold increase in the number of units,investment,
production and employment during the las® one and a half
decade. The number in units has shown 7.5 fold increase
during the period (1963 =76..The number of small scale
industries in the area has risen from 180 to 1036 in the
period.Similarly the amount of investuent in small scale
industries has gone upto Rs«372.10 lakhs (1976, from
Rs«17+13 lakh (196%,. The increase in investment has siowm
2 fold increase during the period. If we take care of
inflation during the period still we find the 7.4 fold
increase in investment during the pariod.

\

Similarly the production in smell scsle industries has

gone up from Ks.48.3S lakh to [5.599.90 lakh, showing the
Ay eYgin &

mereas—ed 12 fold, during the period (196576, .Again if we

Ttake care of inflation, the increas- in production accounts
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to only four fold increasc. The employient has alsc shown
eight fold increasc duri g the las®t 14 years, it has gone

from 822 in 1963 to 521% persons in 1976.

The trend lines in respect of number of units,
investment, production and employmen®t (Fig«6.1l, 6.2, 6.% and
644y, show a continuous increase,; with raspect to time.

Here thejfigures willt—slse indicatesthe steep increas:s
during the seventies compared to sixties period. This
reflects the speedy development of SSI in the areca, during

seventies, compared to sixties.

The analysis shows that the av-orage per unit increasc in
investment, production and employment during the pe iod
(1965-76, that average per unit production and investment
is showing steady rise inié%venti@s (Fig.6.5 and 6.6,) but
the figure 6.7 8Skews a rogular decline in average pe:
unit employment.This analysis siow the trend of mechanisat-
ion in small scale industries in the arca, where the labour
is being repleced by the capital. Because, inspite of
sharp increase in average per unit investmeant, the average
per unit euployment is declining. It reflects the tendency
of increasing cepital intensity in small scalc industri-s
in the area. The use of better technology compared to ecarly

N

sixties is observed by the analysis.

Ratio Analysis

While considering the various ratios and their trend

during the last fourteen years ‘»a.geuw& the increasing



trend of capital-labour and labour--output ratio. The
efficiency of capital outout retio also show the higher
trend on an average, commared %o eorly sixties.

m

lhe trend in capital output rrtio (Fig.6.8, show an
decrease from 1:2.8 in 1963 to 1.1.60 in 1976. This reflects
the increasing importance of raw meterial and mechanical
equipments in the small scale industrics of the area. The
capital labour ratio also shows increasing trend (Fig.6.9,
il Shai e
during the period. This shows higher capital 4. C per
worker in the last one and half decacde. This increasing
tendency of capital int-nsity in the small scale industries

again reflects the increasing utilisation of capital intens-

ive tTechniques of production.

e may conclude the finding in few lines, defining that
the turn of last one and half decade has shown a increasing
trend of capital intensity, labour productivity and-espit-
adeificieney in the small scale industries of the ares.
This reflects the increasing use of capitval intensive
technique or modern techniques of piroduction by the small

scale industries of the area.

Further after studying the small scale industries as a
whole, we shall confine our study in respect of engineering
industries and other groups of indus<ries in the arca.

Here theplace and growth pattern.of small scale engine~ring
industries compared to other grouns of industries in the ar»~s

will be covered. This will lead o add. ig_i ressias our
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understanding regarding the enginecring industries in

respect of their economic Zmporiances

6.% PLACE 0F 3.5.INGINZERING INDUSTHISS IN THIE ARIA

The place of small scale engineering industries in the
industrial structure of the district is very vital. I%
constitutes one of the largest saction of small scale indus-
tries in the area. The ’ﬁYuMMdL\ of small scele enginsering
industries in the area is mors than satigfactory by all the
weans @ compared to other groups of industricg. The
engineering industries constitute %1%. of the total small
scale industries in the district, couparedto Agro (26%..,

Forest (18°% ), Animal (19% ), Chemical (10°%,, ceramic

based (1% and others (4% . during 1975-76. The following
table shows the categorywisz distrinution of total small

scale industries in the arcs of study and also their per--

centage distrivbution.

=

fter anaiysing the table it is found that except

of two years {(1962-6%, and 1965--66, the contribution of

small scale engineering industries remains the highest
compared tc other sections (table 6.2,. Also its share is
increasing regularly i.e. from 227. in 1962-6% to 319

in 1975--76, while compared to this, the share of other
groups of industries are decrzasing consi-ntly. The Agro
has gme down from 30°% to 26% , forest from 19Y. to 18%. .
with the exception in few years, animel base fronm 2% to

e/ . 7 - - (- 3 ' ' Ly .
9°4 during the period (1962-6% to 1975-76,. Contresry to this



Table 6.2 CATEGORY 'ISE DISTRIGUTION
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e

~

e to

Total
establishment of



The chemnical industry has shown a very sharp incressa in

the form of number of units upto 1969-7C which has raised
upto 15°% compared to only 2%. in 1965--66. But after that
upto 1975-76 it remains only 9% of the total units. On the
other hand the ceramic based; building material, and

otherg groups of inlustries have snowvn very negligible
impact on the total small scale industries in the areca.

6.4 GRC'TH TRIND I EIGINEERING INDUSTRI S

(A Comparative Analysis,

The trend of growth for small scale industries in the arca
is very much':Soiéf&fﬁﬁjby all means., «ith the rise in number
of units,it reveals a good increase in the valus of invest-
mant, production and employm-nt generating capacity (E.G.C. e
The small scale engineering industries haw shown a good trend
of growth, in the form of investment production and employ--
ment generating capacity, compared to ofher groups of

industries.

The following analysis throw$ligiht on the trend of
development in small scale sector during the period 1971-72

to 197576, in respect of their number of units,

v

investment,
production and employment generating capecity. In this sect~
ion of study an effort is made to calculate the total per-
centage of growth during the period of 1971-72 to 1975-76
in respect of number of units, inveztment, employment and

¥ &
production.’

% Due to the limitation of data the snalysis is restricted
only for 1971-72 to 1975-76 period.
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INCREASE IN NUMBER OF UNITS: The following table sheows
the growth of small scale scctor in the arza during the

period 1971-~76.

Table 64% GROVTH IN NUMBIR OF UNITS
(I971-76,

S.No.l Category iiﬁcagisé :giﬁignt

i | inercasc
1. Ingincering 118 58
2. Agro 83 54
3« Forest 67 54
Lo Animal 10 11
5. Chenical €0 139
6. Others 12 25

The tablc reveals that small scalc enginecring industrices
has shown a maximum growth during the period (197176, in
respect of number of units, compared to minimum in Animal
based indusitry group, which show the total growth of 11%
in the seme periode If we sce the tocal percent growth in
the ruspeet of total industries it gees to 53% during the
period. Contrary of all these the chemical industry has shown

a highest growth of 139% duri-g the peried.

ANALYSTS FOR GROVTH RATE IN NUMBER OF UNITS

——— S PR U

The roegression analysis showd the trend of incrcasce

in numbcr of units with respect ¢ time also gives veory



inter sting figures to us. The bird eye vicw on the following
regression equations reveals that there is a highest incrc-sc
in the number of unit with the chengce of time; in cngincering
industries c.ompared to other groups of industries. This

trend equatiocn confirms our belief that enginecring scctor

is the most fast increasing group of industries compared to

other.

The trend cquation show the incrcasc of 29.4 engineering
units with the change of year, while other groups show lesscr
rate of growth. The analysis reveals that the total increase
of 89+.4 units per year, comes from enginecring (29.4,,

Agro (24.1,, Forest (16.6,, Animal (2.3, chemical {(15.1;

and others (l.9,, group of industries.

Regression equations:

1

where X = Time in years

Y = No. of units
Table 644  Regression Equations
(No. of units,
SeNog Category t Rogression equations

l. Ingineering Y = 178i2429.4 X
2. Agro T & 152:9 % 2hal X
4. Forest Y = 013.8 4+ 166 X
4e Animal Y = 8445 + 2o X

5« Chenical b

25.9 + 15.1 X

6s Misc,

48ey w 1al %
60502 + 89.4 X

Te Total industiies i i
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INCREASE IN INVISTIENT :

The following tablc shows the increasce in investinent

3

figures in differ nt groups of industries during the period
197176+ The table reveals the total increase in investment
of Rs.212.32 lakh during the period i all groups of industrics

iecs total 133%% incrcase in investment over the period of

Table 6.5 Grorﬁg in %ﬂvesumhnt
(Rs., Lalkh
Increasc sTotal Percent

in invost—l incresse
ment

S.No.g Cacegory
!

1. Ingineering 43,26 89
2. Agro 102.75 122
% ‘Forest 8¢01 215
Le Animal 0.3%6 09
5 Chenical 42510 817
6. Others 15.84 202
R T e 135

, . 6> . o iy b e S Sk
time. In table}we witl find that chemical industriecs
group represents the highest total percentage increase in
investment i.e. 8177, compared to Forest (212%e) , mise. (202%.),

Agro (122% ;, engg. (89Y., and Animal (097.). But this analysis

did not show the exact rate of growth in differ nt group of

industries, it only shows the +total increasc during the period

irrespective of their position at thet time. t



ANALYSTS FOR_THF GROWTH RATE IN INVEST(EIT

The regression analysis shows the exact picturce in
respect of the trend of growth in investment of various
groups of industry. The following table shows the various

regression equations.

Table 6.6  RECRESSION EQUATIONS

(INVESTIIENTS ;

s i i e e e e T

S.Ned Category . Regression cquations
lo El‘lggn Y = _)’[]-- 96 -+ 1102 ) }C
2. Apgro Y = 48.75+29.59 X
3. Forest Y = 8429 + 1.99 X
Le Animal Y = 4.00 4+ 0.07 X
5. Chemical ¥ a =G930 % -T2 X
6. Others Y = 3.52 4+ 4.30 X
7. Total Industries Y = 99¢%9 + 56,86 X

where X%

time in yesars

=<
i

Investment in lakh rupces.

mi

he trend equations revzals the increase in invstment

by the rate of Rs.56,86 lakh per yeor. Compared to this

the effect of time on investment in engineering is Rs.l1ll.2 lakh
per yeav. The engineering industriecs show the highest rate

of increase in investment among various groups of industries

with the exception of Agro based industries, which reveals
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the change of 29.59 times in a2 year. Vhile Animal based

industries show minimum rate of change in investment over

time.

INCREASE 1IN OQUTPUT

. -

The table shows the increase in production in various

groups of industries during the period 1971--76.

Table 6.7 GROWTH IN OUTPUT

g0, lakh rup::ces
4 Hde] Cateson tIncrease | Total
e it [in output | percent
{ * o \_inecrease
l. Engineering 70.8% 127
2« Agro 130, 36 102
%s Forest 16.68 101
5» Chemical d5.28 415
6. Other 264 %8 318
7. Totsl Industries 270.2% 122

The data in the table reveals the total increasc of
Rs.270.23 lakh in production of all groups of industries
during the period. It shows a growth of 122%. in production
in all industries, compared to 373%%. in chemical, 318% in
others and 1277. in enginecering, 102% in Agre, 1017. in

and 11%. in animal based industries. If wa compare the

i

Tores:

growth of enginecering sector with total industries, we find
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the steady growth in output of +this sector.

ANALYSIS FOR THE GROUTH RATE IN GUTPUT

The regression ana .ysis shows the trend of growth of
production in various group of industries during the period

1971-76. It reveals that with th: change of time th

©

cutput for total industries changes by 68.02 times. Compared
to this the output in mngineering sector shows the change

of only 17.07 times with respect to change in time prr year.

Table 6.8 REGRESSION BUUATIONS

(output,

S.No. Category i Regression equation

R =

l. Engineering 1 = 3808 + 17.07 X
2. Agro Y = 9763 + 33,99 X
3« Forest Y =23 + 3,609 X
4o Animal Y n 8427 + 0471 X

5« Chemical Y = 0.81 % 5,91 X

6. Others T = 300 & 7,20%
N T ey et

where: X = time in years
¥

Production in lakh rupces

“hile the change in production in Agro based industrics -s
maximum compared to other group of industries. The Animal
base industries shows minimum change in production over the

Period of tiue.



INCREASE TIT EIPLOYM'NT GENERATING CAPACITY

If we analyse the data we find that employment generat-
ing capaci EeGaCa, of small scale industries has increased
ing capacity (E.G.C., of small scale industries as increa
by 68%. during *he period 1971-76. Compared to this the
engineeri .g industries show an increase in employment by
62°%, during the period. The employment gencrating capacity
. . 0 . 4 . e/ - )
in Agro is 85°% , foraest 38%. , Animal 8%, chemical 187Y.
and others 65%. during the period of time. Here we may

conclude that chemical industries hss shown a maximum percent

Table 649 CGROUTH OF EMPLOYMENT

i
i
~— - LR e

(197 l“7§, ‘ &N‘fs )
SeNo.) Category lncrease in | Total "
| enployment percentage
] ‘ increase
l. Engineering 457 62
2. Agro 997 85
%» Forest 212 38
4Le Animal 20 8
5¢ Chemical 264 187
6. Others 159 65
7+ Total industries 210.9 68

increase in H.G.C. during the period. Contrary to this the
animal based industries has shown 2 minimum Z.G.C. during

the period.
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ANALYSIS FOR THE GRONTH RATE IN EIPLOYMENT GENFRATING
CAPECITY

S-S

The regression analysis shows the rate of growth in
employment gencrating capacity of small scale industries

in the area during the period 1971-76.

Table 6.10 REGRESSTION BUUATIONS

(Employment,

SJEB% Category 1 Regression analsysis
2. Agl"o Y = 9080? + 22660’7 )C
3= Forest i = 592 4 52,6 %

5« Chemical Y = 55,0 4 66.9 X
6. Others Y = 20742 4 40,2 X

7. Total Industries Y = 2567 + 547 X

#

where; X = time in year,

4

employment.

The analysis again proves the importances of engineering
industries in the term of their employment generating

capacity. This shows the highest E.C.E. compared to other
group of industries, with the exception of Agro based
industries. The table shows the incr .a asc ol total employment by
547 with the change in number of years compared to this

the engineering industries show that the employment incresses



-0

by 116 for each year. While Agro saovws the highest incroase

of 266.7 degree in employment with the change of year.

AVERACE_YEARLY. GROI/TH RATE

In this section of study an atitocmpt is made to cal-
culate the average percentage growth per year in respoect
of number of units, investment, output and employment,

m

auring the periocd 1971-~76. The folloving table reveals

the average percentage growth rate per years.

Table 6411 AVERAGE YEARLY GRO. TH RATE N s
B s e S R WL e ] \_:-_’)C:I_'C --.n_'t‘

No. offInvest-| Prod- tEmp Loy~

S’NO{ Categ?fy unitsgment i uction Iment
Ls Engineering 1lsb 17.8 25.4 12.4
2.  Agro WeE Pl SO 17.0
5. FOI‘eS'C l(/|8 16.8 20.2 7-6
L{,. Animal el 1.8 202 Al 6
5e Chenical 27.8 163.4 The6 37 s
6. Miscellaneous 5,0 8,08 6%.7 1249
7 Total Industrics 11,6 26.8 2hL.6 14.0

The dats reveals that engineering industrics show
1ﬁ7‘¢r average yearly growth rate in number of units
(11.67., investuent (17.8%. ), production (25.4%.; and
employment (12.4, compared to the average yearly growth ratie

for total industries in number of wits (11l.6%4;, investment
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(26.8%. ., production (24.6% ) and employment (14.0% ).

We may sumnarise the whole enalysis end discussions
held in this chapter. A comparative snalysis of small scale
engineering and other groups of industries revezals that +the
engincering sector is most fsst growing and stable scctor
of small scale incdustries in the ar-a. It shows the better
labour and capital productivity compared to othner groups of
small scale industries. This section of small scale industr-
ies also reflect the better use of Capital intensive tech--
niques of production. This confirms our belicf that engineer-
ing sector is the fast growing sector compared to other groups and
have an importent bearing on the small scale industries in

the areca.

COIMPARISON OF EFFICIENC

If we compare the efficiency of all three economic
variableg¢among the various groups of industriecs, we may

conclude the following:

(i; the engineering industries arc capital intensive

compared to other groups of industries in general,

(1i, the engineering industries are moras productive compared

to other group of incdustrics,

(iii, the employment gencrating capecity in engineering
industries .29 secund highest compared to other

groups of industries, i.c. it reveals he higher



labour intensive nature of engincering industries.

(iv, Comparing the overall peirformance of sll grouns

3

of industries we find the engineoring industri
' Seund )

Fh L~ g_r : [ £y
as _grmost appropriate soctor, among all other groups,

by all means of estimates.

éﬁﬁ}@g}ﬁbpi RELATIVE DISPENSION (Co§_ilclenu of Vari ;ﬁng]

The analysis of relctive dispersion is made to reveal the

D
-
(4]

tive variation in number of univs, investment, production
and employment of various industries.The following table
gives figure showing coefficient of vaeriation for number of

units, investment, production and employment.

Table 6.12  COEFFICIENTS OF VARIATION

tNo. of :Invest— IBroduc- | Employ~

S'N?W Categfry units imggt tion ment
1. Engineering 15.68 2%.06 27.2% 1700
2, Agro 15.40 40,05 24437 2243l
%« Forest 1/4.70 20, 36 21.68 11.131
Le Animal %470 2.78 B T2 2.61
5« Chenical 4007 67.65 45,71 3225
6. Misc. 11.27 57454 50.36 18.19
7. Total Industries 14.58 40,76 26.56 Gali6

Number of Unitg

The relative variation in number of units is higher for



~TED=-

r

chemical industries (x0.07, s compared to engincering
(15.68,, Agro (15.40;, Forest (14.70,, Misc. ind.(11.27,
and lowecst in Animal based (3.70, industries. The
engineering industries show the second degree of gélativo
variation. This represents that there was a higher level
of variation in number of units in engineering industries

compared to other group of industries.

Investment

SimilarAy - eaxrdier, the chemical industry shows the
highest relafive variation in investment (67.65, compared
to Misc.(37.54), Agro (30.05,, engincering (2%.06,, Forest
(20.36,, Animal based (2.78) industries. It did not
show the higher level of relative variation in invest-

ment in engineering industry compared to other groups.

Production

The miscellaneous industries show a highey level

of relative variation in production (50.36, compared to

%

chemical (45.71;, engineering (27.2%,, Agro(24.37,,
Forest (£1.68) and Animal bascd (%.72) industries. The
variation in production is being reflected by these

figures.
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EMPLOYIMENT

It is apparent from the table that the relative
variation in employment varies from 37.25 (chemical} %o
2.6l (animel). The engineering industry show the relative

variation (17.00) close to the miscellaneous (18.19).

We may summarise the main points of discussions in
hort
a way that engincering indUStTlQSh§hOWn&thddmﬁ of
remaining near to the relative variation of total indus-

tries, in the case of all variables.

6.5 RATIO ANALYSIS

e n

Before we conclude about the efficiency and growth
pattern of these small scale industries in the area, it
may be pointed out that these discussions will be
inconclusive without the reference to the various derived
ratios, which form the basis of any assessment of the
relative role of small scale industries in any economy
and more in a plenned economy like ours. In the follow—
ing pages an attempt is made to study the various sets of
derived retios. The ratios studied in this reference are

capital-output, capital-labour and labour-output ratios.

The 'Derived Ratios' are used to express the mutual
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relationship that exists among capital, labour and ocutput

and they scek to assess the relative contribution or

(7]

P =

efficiency of the various inputs th:t combine in production.

CAPITAL-OUTPUT RATIO
The capital-output ratio gives an indication of the

efficiency of capital inputs in an industry as well as a

measure of investment required for producing a given output.

CAPITAL-LABOUR RATIO

hile the capital labour ratio provides some measure
of the cavyital intensity in an industry, ideas as to whether
a particular industry is capital-intensive or capital light
and labour-intensive become firmer when an estimata of
capital-labour ratio is made. As stoted earlier, the ratio
provides a mcasure of the magnitude of investment required

to employ a unit of labour, and indiresctly it also gives an

indication of the employment potential in a given indus<rye.

LABOUR-OUTPUT_RATIO

The labour output ratio indicates the level of product-
ivity of labour in a given industry. The ratio indicates
the amount of output per worker employed in a particular

industry, when the ocher factors remsin unchanged.

After taking ante account Tk various derived rat.os,
attempt had been made to estimate capital-output and other

ratios for the various groups of small scale industri-s
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included in the present study. The ratios for the various

industries are summarized below in the table,

*

It —an seen from the table +thst the capital-outnut
ratio @PﬁgéPﬂ higher (1:1.32; in the case of enginecering
industries then ceramic (1:2.05,, Forest (1:1.89;,
animal (1:1.62) and others industries (1:1.39) becausc

the latter industries are labour intensive and capital Swﬂi?.

Table :6.13 SALIENT DERIVED RATIOS
(197576,

T | T oo
! Ratio Ratio Ratio
l. Engineering 1:1.%8 7 5753 10,651
25 Agro 1:1l.37 8,639 11,879
5« Forest 1:1.89 R 4,286
Le Animal 431458 1,620 2,624
5« Chemical 14068 Xy LET 7,91%
6. Ceramics 1:2.05 6,902 14,137
7« Building Material 1:1.C8 5,906 6,375
8« Others 1:14%9 5,674 7,891
9. Total Industries 1.3%2 7 ,1%8 Q.421

Equinments employed oye also sizple as against the greater

importance of raw material and mechanical equivment used fmf
'ro_d.uc'. i'h

o engineering products. The chemical industry

shows§ the lowest capital-output retio (1:0.68).



A study of the data in th: table shows that the lowest
Capi al-labour ratio or investment per work:r is found
among chemical (1167,, animal (1620 ,forest (2072,
building material (5,906,, ceramic (6,902 and Miscellaneous
(5674, in the small scale industries in the arca. Sone of
the highen ratios occur among Agio based (8639 and
engineering (77%3%,. Theso contras<ts emphasize the relatively
costlier equipment used among the enginezring and Agro
based industries as against the simple and antiquated imple-

ments and tools used by remaining industriecs.

The labour output ratio or output per worker is meant
to indicate the productivity of labour input in a particular
industry. A study of the relevant ratios in the table shows
that the highest occur in the Agro based (11,879 and
engineesring industry (10,651;. /hilc the other industrial
groups show a lower value of output per worker. The contrsst
between the two sectors illustrates the obvious tendency
of productivity of labour to incrcese with the use of mech-~
anized methods of production and power oprated equipment
as against the hand operated or less mechanized equiments in

based, Building material etc.

2

Animal bas~d, Forest

Ve may now summarize the main findings of

the ratio nanalysis. The ratio analysis for ecngineer—

ing and other groups of industrizs brings out cloerly
‘ |
the contr:st between the engincering and remaining group
of industries. It shows the higher degree of capital intensity,

labour productivity and capital productivity in en ineering

o
% ]

industries compared to other groups of small scale industrics.
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CHAPTER VII

SMALL SCALE ENGINEWRING INDUSTRIES ANALYSIS
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Tw aarloer chapter ¥ the study covers the placo and
growth of small scale industries in the digtriet, with &
view to assess the importance of small scale enginc ering
industries in the district. In this chapter an attempt is
made to 'asscss and analyse’ the internal structurs of The
small scale rnginecring industries in the district. Anong
the aspects discussed in this chapter may be mentioned those
concerni.ig the average size of the unit, general character--
istics, inveostment characteristics, output characteristics

and employment characteristics and derived ratios.

The primary data collected from thec 55 small scale units

is being analysed in this section of study.

7 -1 AVERAGE SIZh OF THE UNIT

Vith the view to obtain a gencral picture of .the various
groups of industries wnder study, it is essential to have
at the outsct, an idea about the average size of units
prevalent in each of the industries unde- study. Among
others, this may throw Light on the magnitude of the rrsourceg

structurce of thc small scale engincering industries -surveyed.
—y

Besides, it would provide the proper background for a corrcct
appreciation of the various problems confronted by these

industrics, because in the ultimate snalysis the specific
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problems encounterced by units vary both in type as well

@s in magnitude, according to the size of the unit concerncd.

However, it is essential to bear in nind that where
variavion in the characteristics of units arce keen and
pronounc.d mere statistical average of capital, output
and employment for an industry may not reflect the normal
size of the industry prevalent in the arca. But since the
units belonging to industries uncer study relate tu one
specific area and the variations in *heir size is not
pronounced, it is hoped that the per unit average worked
out in respcct of capital, employment and output character-

istics will more or less indicate the normal (if not repr-

esentative) unit size among various industries under study.

7+.1.1 Avecrage Capital

The averazec size of units under the various small scalc
industries varies according to the type of industry and its
degree of mechanisation. For exaimple, the average investment

in the mechanical industries was Rs.2 87 lakhs whilc in

Table 7.1: SHOVTIIG AVERACGE PRODUCTIVE CAPITAL
OUTPUT AND IMPLOYMENT

S.No. NAIE OF TNOUSTRY |sroductive CapitallValue of|Employ-
; - Fixed Vorking Totall output s ment
: j i 1ipersons;
l. Mcchanical Industiries L.58 1.2% 2.87 %.58 19
2« Drawing, Surveying OaBh 0.92 1.26 2.29 09
and Mathematical Instru-
ment industry.
3« Agriculture implements 0.20 0.21 O.41 1.06 08
b General Engineering _0.19 0.62 0.8l 1.68 09

Sources Field Investigation iy T [
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relatively labour intensive industry such as the agricultural
implements industry the averagc total capital amounted to
Rs.0.41 lakhs per unit. The nature of investment could also
be scen in other type of industries, relating to their
mechanisation. In the table 7.1 the average of total capital,
output and employment for small scale industries eeuld be o
seen. The table 7.1 also reveals that due to high level of
mechanisation in mechanical industries, the fixed capital
cmployment in Mech.industries is very high compared to other

group of industries under studye

7.1.2 Average Outpul

The average annual value of output per unit of different
industries varies between Rs.%.58 lakhs for me chanical and
Rs.1.06 lakhs for agriculture implements industry. The higher
average output in mechanical industries compared to other
groups of industries is obvious in accordance with their capi-
tal intensity. The mechanical industry shows higher rate of
output, also because, most. industries covered in the section

are of ancillary in nature and use modern machines and tech-

niques compared to other groupses

7+1e3 Average Employmcnt

Nos

Similiarly the average employment per unit shows a signi-
ficant difference in mechanical industries while in other
group of industries any significant difference does not appear.

Excep®t in the mechanical industries, which show an average



employment of nearly 19 persons por unit, all othe: indus-

trics cmployed 8 or 9 persuns.

7elely Lelative Disperson

The following table 7.2 show the coefficient of varia-

tions in different industrial groups of productive capital,

Table 7.2 COZFFICIENT OF VARTATION OF PRODUCTIVE

. SN
= ., [Fixed |Vorking| Total | Produc-]| Employ-
S«No.| Category capitalgcapita120utput +ion | ment
1. Mechanical l.46 1.00 1.16 1.03% 0.93
2. DSMI 0.59 0,78 0.53% 0.58 0«35
3. Agricultural 0.6l 0470 057 0.60 0.42
4. General Engge 0.94 0.92 0.89 0.75 0.53

Source, Fiecld Investigation.

output and cmploymente. It is vory clear from the table that
mechanical industries show maximun relative variation in

Fixed Capital (l.46;, compared to 0.59 in DSHI,working capital
1.00 compared to 0.70 in agriculture and coefficient of
variation of total productive capital 1.16 compared to minimum
in DSHMI O.53.Similarly in output it shows the 1.0% compared

To 0,58 in DSII and in employment it goes to 0.93% compared

to 0«35 in DSHMI.

It is very clear from the above table that there is



maximum coefficient of variation or relative dispersion in
mechanicel cngincering industries, whilec it shows minimum

in drawing instrument industries in almost:erery casc. This
shows the¢ presence of industries with heterogeneous size in
respect of capital and output values, in mcchanical indus—
tries, while DSMI industry show thc prcsence of almost uni-
form type of units in sizo. Again general engineering industry
group also shows a higher dispersion in size of lndUobriCS
covered under this scction comparcd ©o agriculture and

DSHI industrye.

7e2 GENEMAL CHARACTERISTICS

Earlier we have noted the general magnitude of the
average resource structure of various industries under study,
it is now proposed to examine cortain general characteristics
of these industries. This may enable a meaningful intcrpreta-
tion of the subsequcnt analysise. Thesoe characteristics pertain
to such aspects as pattern of ownership, mode of acquisition,

naturc of industrial activity, factor of location ctec.

7+2.1 Pattern of Owno rship

The organisation of small scale industries is based
mostly on individual proprictorshin and joint family partnership.
The teble 7.% gives the breakdown of the typc of ownership

prevalent in the arca among the small scalc industrics.
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Tablc 735 PATTERN OF OVNERSHIP

(Purcent,
i i Proprietor-!Joint |Partner-:Coopc.-ative
i T b i b
3sNos ‘Name of ship Family ship '
Industry, Partner- |
ship. |
20 DSITI 29.0 5‘710 ’.700 7.0 ~—
3. Agriculture 50.0 3%.0 17.0 -
Le Gen.Engge 30.0 60,0 10.0 -

Source: Field Investigation

The mechanical industrics show the high percent of proprictor-
ship compared to other group of industrics. Though general
engineering group and DSHMI industries show a high lev2l of
Joint family, partnership pattern of ownership. The DSMI

industry also show presence of some cooperative units.

Though such a pattern of ovnership among industrics
under survey morc or less confims to the gonerally known
forms of ownership prevalent in India, the implication of
such a pattern of ownership, cspecially in respect of the
ability of individual units to muster financial resources,
is obvious cnough. It is generally accepted fact that the
overall success waich the individually owned units and
joint family partnership could achicve is greatly dotormined
by the efficiency of the proprictor and his rosourc:fulness.

The high number of joint family- partnership concerns could
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be supported by the argument that in the problem of ful-
filling their requirements of loans through the organizod
markets or institution, they usually rely for such funds upon

Hheir reletions

7e2+2 Mode of Acquisition

Among the small scale industrics the general mode of
acquisition rcported is one of 'Sclf-Started'.The table 7.4
provides the industrywisc details of the Mode of acquisition

in small scale industrics.

Teble 7.4 MODE OF ACCUISITION
(Percent)

S.No4 Indusiry I Inheri- | Purchased | Self-

| ted ! Started
1. Mcchanical, 3 4L 88
2e DSMI, 57 = 43
3. Agriculture 8 8 &4
4esGecneral Enge - - 100

Sources Field Investigation

It may thus be scen that the goneral mode of acquisition
observed among the small scale industries surveyed is one of
'Self-started'. Though the drawing & surveying instrument
industrics} eontrary to others,show a high number of
*inherited' unit. It goes to 57% compared to very less in
mechanical (87.) and agriculture implements industry (8% .

The gencral cnginecring unit show nil contribution in this®



section. The higher number of ‘'inhcrited' units in DSMI

unit is becausc of its historical and very old representation
in Roorkee. As we know that thes: units started their
contribution since 1847 and since then it is going on
producing the sophisticated instruments. So most of them

are inherited in naturc,; mrans that the unit earlicr started
by their fathers and grandfathers, arc now being taken up

by their children. The very low level of 'purchased’ system
is clear from the table. Agricultural unit has shown the
maximum 8%Y. purchascd unit comparcd to 4%. in mochanical group.
Though DSMI and gencral engineering group has not shown any
represontation in the section. This confirms the id.a that
the instrument industry is being taken up by the coming
gencraotion of the family as it may be slving a good returns.
Though in genersl engincering group it has the newly started
unit which till now did not. feel the need of selling their

unit becausc of any foctors.

7e2s3 Location Factors

The following table 7.5 revcals the data on the factars
affecting the establishment of unit in Saharanpur. The number
Oof factors are taken up as the factors which cause the establish~
ment of firm at Saharanpur. Among thoem the 'Home Place' of the
owner was the most common factor w .ich was reported by the
unit. In all the industrial groups the high number of entre-
prenecurs reported this factor most important for establishing

thelr unit in Saharanpur. S:cond ‘fAcc ss of Market! am® 'Site



and Service' has b .on reported as the important factors
effecting the establishment of the unit in Saharanpur. Very
lcss number of unit in general cengineering incdustry, has also
shovn the 'Raw-materisl' and 'labour! and 'others' as the
factors aff.octing the establishment. Only in few cases the
'finance' was rcported as the factor 3ffoct@3 the establish-

ment in Saharanpur.

Table 7.5~  LOCATION FACTORS (Percent)

' {Home [Acess [Sitc | Revw Labour ;Finance |Othcrs
N [ ’ I 5 n

s e 'placc'of Serv-| Mat, [
Marketlices i _

le Mechanical 6%.0 5740 - - - -
2. DSEII 2.800 36'0 "V6QO = S - =5
3« Agriculture 30 50 .0 - - - - -
Le General Engg. 60.0 - - 2046 ., 5 5 5

Sources Field Inv.stigation

7+2e¢4 Duration of Working Period

Except the general engineering industry all other
sections had a substantial proportion of the units working
scasonally. Howover, in the casc of DSMI industrics
all the uniis reportoed scasonal im op:-ration. Out of total
in DSMI group 97%. units reported scasonal operation. The
dctdls of the working of industrics ee&lgibr seen from the

table 7.6.
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Table 7.6~ DURATION GF T'ORKING

o e . A Bt i

PERIOD (percent)
3 04 Category Percnnial i Scasonal
1« M chanical 8% 17
2. DSMI 7 93
3e Agriculturc 5% 67
Ls General Engge. 100 =

Source: Ficeld Invgestis gation

It is very much clear from the tablc that DSMI industry

and agriculturc implecment industry show a substantial number
of scesonal opciation. In the cas: of agriculture implemncnts
industry during the period of crop harvesting th so products
are more demandeds The table 7.7 shows the general working
period and average number of months worked by the scasonally

opcrated units.

Table 7.7 AVERAGE NUMBER OF WORKING MONTHS

g, | Normal "orking 1 Aversgoe num-
N;f Industry Months ; ber of
NU e e '

! From | "To ! months worked
l. M .chanical Octe Junc 1C
2., DSMI Dce, April 7
3% Agricultuare Cct. April 9

Impleaents

Source: BFileld Investigation
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The majority of industrics show a slack Bcason corros-
ponding with the rainy scason (mansoon;. In thc case of
DSMI industry the allocation of budgetary funds to Sovt,.
department (who are major purchascrs, , during March._

April ef every year, is the major reason bechind thise

7+2.5 Naturc of Industrial Activity

Here the nature of industrial activity as a primary or
a sccondary source of income to the owncr Or owners has been
analyscds The details of their naturc is illustrated in
the table 7.8. Anong the small scale industri 5 surveyed
most of the entreprenuers reported the small unit as a
primary sourcc of income +to them.

v

table 7.8~ NATURE OF TNDUSTRIAL ACTIVITY

Percent
S.lNo '.]'*i{ai{s}c};' g T | Primary | Secondery
L source | source -
l. Mcchanical a7 1%
2. DSMI 9% 7
% Asricgitare 100 Nil
Le Gone Engge 100 Nil

T e bt e i

Source: Ficld Investization

T e

Out of four industrial groups, two viz.,agricvlturu and

goneral cngincering hag exclusively showm (100%.; their

naturc as a pPrimary source of incomec to their ownerss. vhile
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the rest two industryﬁﬁsalso reported very low pcrcentage
of such activity. This high lov:l of dependence of
cntrepreneur on their business confimms the goncrally

known pattern, present in Indian Small Scalec industrics.

If we compare thesc figures with avecrage size of +he

unit (Table 7.1, it may be found that as the average size
of the unit is increasing the nature of industrial activity
is moving towards the 'secondary source'of activity. This
confirms the nature of involvement of rich entreprencurs

in many businecsses simultzneously.

7«26 Qther particulars:

élecs
Other papizeu%ars relating to the genersl characteristics

of these small units are vhether Jocated in rural arca
(RIP; and whether registered under Factories Act. The

details could be scen in the following %table 7.9.

Table 7.9- Other Particulars

Percent

S.NoJ  Industry | RIP | Reg.Fact.Act
orh : | _wpits i s e I . P B
l. M chanical - 38
2. DSMI = 36
-3¢  Agricultur: &0 25
L. GeoneEngg. 20 2

A e e o g e e . — -

Sourccs Field Investigation

The tablc reveals that among tho small sczle unis
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the agriculture industry, show a highex: level of RIP units

in the arcay gocond com.s to gencral enginecring group while

mochanical and DSMI show nil units situatcd under RIP

arcas The naturc of product manufacturecd by theso units

sonfirm this charactcristics of agriculture and "onofal

-nginecering industrial groupss The anslysis of data reveals
(w=0-66)

the higher co rglatlonkanon average size of the unit and

number of units registered under Factories Act.

7+ STUDY _OF INVESTMENT PATTERN

After studyi.g the gancral magnitude of the average
resource structure and goencral characteristics of various
industrics under study, it is now pfoposcd to attompt an
analysis of the various aspccts of the investment charactor-

istics of the industries under studys Among the factors
one

studied mey be mentioned those of of, an analysis of the rangc
of total capital cmploycd, the struecturc of total capital

and the composition of fixed Ccapital and working capital ctec.

7e5«1l Total P roductive Capital

An idca about the relative position of the fixed ard
working capital in the total capital can be had fronm
foldowine table 7410, for verious industrics under study,

glven on the next Pagce
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Table 7,10 COMPOSITION OF TOTAL CAPITAL

(lLacs Rs,)
2, i Name of E Total % I'ixed ; F.C.; Working; W.C,
No.; Industry ! Capital; Capital ! % of! capital ] % of
! ! t i L 14 i
: : H L : L. H
1. Mechanical 40,24 22,20 55 18,04 L5
(2.87) (1,58) {1.,29)
25 DEMT 16 4l L Lk 27 12,00 23
(1.26) (0.34) (0.92)
3. Agrieultural 4,90 2.42 49 2,48 51
(0.141) (0,20) (0.21)
4, General Engg., 13,03 3.08 2L 9.95 76
(0,81) (0.19) (0.62)
Source : Field Investigation
&
Note ¢ Figures in Parenthesis are average per unit.

The variation among various industries (and within units

in the same industry) in total productive capital and its



composition dcpends on the naturc and type of industry on
the one hand and on the overall rcsources commanded by the

owner of the unit concerned on the othor.

Thus gcncrélly sanking, it was found that industrics
which depend mainly on mcchanical jobs and fabrications,
underteking the specialiscd jobs and serviceys like mechsnical
and DSMI industrics, havo reletively larger amount of fixed
cepital. The aveorage fixed capitel per wit in mechanical
industry goes to about scven times of gencral engincering
and agriculturc industry. In the casc of DSMI industry it
is almost double. Though in the casc of instrument industry
The proportion of fixed capital in total asscts is lesser
becausc thc cost of basic raw material used by this industry
is comparativcly high, thus the share of working capital
in total asset is reclatively morc. The scarcity of fixed
capital in BSEI and general cngincering industircs roflccts
the extent of technologicel standard used by these small
Industrics. It shows that how the industry is starved of

boetter and sophisticated machines in sonersl,

fu=)

Tho scarcity of working Capital in most of the

#c-‘.
cascs has bcen rcporﬂxzjjﬁég the commercial succass of any

Sy
it depends morc on their ability to store raw material
and finished goods and/or hold stocks of :the finished products
against scasonal market fluctuations and to cnsurc against

the exploitation of the middleman. In the casc of instrument

industry there is a regular 'Plan—-to-market: existence since



-150~

scarcity of finmancial resources ncither allow$them to

choose their dealers and bargain for a 'fair' price nor to
employ a sufficiently organized and depcndable marketing
agency and organisation of their own. What is manufacturcd
by these industries has to be disposed-of scon and from the
proceedings of the day's sales the raw material for the 1o -

morrow's production has to be fectched.

Finally, the composition of total capital among the
small industrices under study reveals that exccepting a few
industriss, most of them are under-capitalized and ill
equipped. In some cases the proportion of fixed capital
to total capital is relatively higher, indicating not so
much the soundness or adequacy of their productive apparatus,

as an utt;m'skﬂﬁeof working capital resourccse.

This can further be corroborated by an analysis of the

range of fixed capital, working capital and total capital

B
employed by units in the different industries as also their
constituents.

ol ~

7e%.2 Distribution of Units by Sizc of Productive Capital

The relatively clear picture of .the difference in capivcal
size not only as between industries but also within individual
industries themsclves can be had from a distribution of units

according to range of productive capital employed.

The dispersion of industries.as depicted in the Feddewing
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table 7.11 is illustrative of the difference in capital
size as between industrics and also emong units in a parti-

cular industry.

Table 7.11 Percentage Distribution of unizts by sizo of
productive capital

s i Name of | 7 Units in stotcd eapital Tange
ITod Industry ;Less {0425~ 10,50~ 1 0,75— | 1,0-2.0! 2.0 and
{than «50 IO.?S él.OO |  lacs | above
| 0.25 ’lacs llacs | lacs }
A lacs - I . ' i |
1. Mechanical T 14 %6 T - %6
Ze SMI - 15 15 15 %3 15
3« Agriculture 35 45 % 8 - -
L« Goneral Engg. 12 Ll b 3 - 12 19

Source: Ficld Investigation

It can be seon from the table, that Yy concentration
of units in specific sizc-groups, there sppesis to be a
fairly well defined dispersion of units in one or the other
of individual size groups for industrics. The two slze-classcs
of '0.25~0+5" and '0.50-0.75"' = o | o. fairly high
concentration of industries as weoll =5 nuiber of unics under

each industry.

The general dispersion of units in differ-nt industri-s
under the verious size class as shown in table 7.11 with
thosc of the average of productive capital provided in

&y

table 7.1, a fair degrec of correlation can be cstablishod.
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Thus, the low per unit averages of productive capital for

The agriculturc and general engineering industry is corrobora-
ted by the high percentage of units in thes. t/. industries
below U.50 lacs. Likewise, a relatively higher per unit
averages of The mechanical and DSIiI industry is born out by

a relatively higher percentage of units in thes= two indus~

tries concentrated under the size above Rs«.1l.00 lacs.

It may however, be concluded that almost all the indus-
5 |

tries under study have their higher concentration under the

size-class Rs.0.25-0.50 and §,0,50 -. 0.75 lacs.

7e3.2+1 Distribution of units by size of Fixed Capital

The overall pisture of the relative position of the fixed
capital and working capital resourcas commanded by the various
industries can be subjected to a further and close scrutiny
by studying the range of existing investment under these
heads individually.

Exciuding the land and building, the fixed asscts of the
industries under study comprise mainly machinery and equip-
ment being used by these small uniss. Table 7.12 provides the
percentage distribution of units in verious industries by fixed

asSs8eTSa

The least capitalized among the small industries under

(] .

study, Judging by <the capltal assat possessed, is General

Ci

Engineering industry where ags pmany as 81l percent of the

oy

sample units possessed fixed cepital value helow Rs.Cla25 lacses
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Table 7.12: PERCENTAGE DISTRIBUTION OF UNITS
BY SIZE OF FIXED CA-ITAL

S+ | Name of | o _of units in steted fixed capital range.
Mo NG (RO e :
0+ Industry gLess ; ' ; |
Lo io.25— 0550~ | 0,75 i1 00- 1 2an0 and
, EdséS 10.50 0.75 |1.00 {2.00 above
|1acs | laes | lacs [lacs |lacs "
l. Mechanical 50 14 o - - 29
2. DSMI B 23 2% - S =
%« Agriculture 75 25 - - - -
[}- . G—el’l. E\n{jg. 81 6 lj bl e =

Source : Field investigation
Similarly the majority of industries had a sizeable proportion
of units under the capital groups upto Rs.(Us50 lacs. Though in
the case of mechanical industry, which showsa most capitalized
character, about 29 perent units lies under the highest size-

class (Rs.2.00 lacs and over..

7a3e242 Distribution of units by Size of l'orking Capital

The table 7.13 given on the next Pages reveals the
percentage distribution of unit in the various industrics

according to the range of working capital employed.

The most leass canital intensive group of industry among
the small scale units is Agriculture industry. It shows 757

' = "
of the sampled units unde> thesize class below Rs«0Ce25 lacs.,
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Table 7.1%- PERCENTAGE DISTRIBUTION OF UNII'S BY SIZE
OF WORITING CAPITAL

S. . Name of ’VC__i;pnltghgn stated capital range

No{ Industry Tow a;- 0,50~ | 0.75-] 1,00~ 2,00 8nd
NETE 0.25 |0.50 10.75 | 1.00 |2.00 |above

i Meche lL}- 50 = N == 36

2, DSMI 8 31 8 31 15 8

3. Agriculture 8 25 - - - -

Le GeneEnsgs 37 25 6 6 25 -

Source: Field Investigation

However, the mechanical industry show a significant proport-
ion of the units under the range Rs.2.0 lacs and mors. This
dispersion of mechanical industry limits in highly cepitel
intensive size—-class show a fair correlstion with the dis-
peision shown im Table 7.2 .. Thus the higher fixed cajital
employed in mechanical industry is corrobroated by the highar

working capitel employed in this industry.

7.4 STUDY OF OUTPUT AND OUTPUT CAPACITY
Aosre it
In this section we maynew atltemptedan analysis of output
!
characteristics of the various industries under study. Among the
. ¢ e 14 one an fallows :
aspects cxamined in this section, mentien wey— made—of the
feddewing: value of annual output, maximum capacity, capacity
utilisation and extent of idle capacity, and important reeson
for keeping idle capacity, composition of gross value of

oucput and composition of 'input' items.



7ehel Value of output.

In the following table the velue of total output presen-
ted and analysed for various industries under study include the
aggragate oi the gross value of commodities produced during-
the year at ex~factory prices plus the remunerations earned

during that period.

Table 7.14 CGROSS VALUE OF OUTPUT (Annual,

(Rs.lakh,
S.NoJ Name of Industry| Total | Armual Output e
Numoer E Total { Average pecr
output unit
Tt unlts l = 5
2. DSMI 13 29.75 -
L Agriculture h s 32 .TE 1.06
ba General Engineer- 16 26.95 1.68

ing

Source: Field investigation
The variation in the average gross output (annual, per
unit will be intelligible when studied in conjunction with
other variables such as productive capital, extent of utiliza-

tion of existing capacity, employment and so on.

Existing Capacity

As pointed out in previous linss, the volume of

actual production, for the various industries can be better

studied in the context of the existing maximum capacity among
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units in various industries. This section involves the study

of (1, Maximum capacity, (&, Capacity utilised, and (3, Tdle
capacitye.
7ele2el Utilozed Capacity

A study of the figures of avercge utilised cavacity
for the various industries, as shown in table 7. «15 reveals
that in most of the industries the utilized capacity was found

to be substantially low: “The eese—ef mcchanical indus try

Table 7415~ PﬁlﬂUTflgi“I’ SED AND IDLE CAPACITY

IN VQLLI‘OUS‘*Iji__U‘SLI'RIES e
T Lt iMax. jActual; Idle Capacity (Percent.
P o Namo i
3 IO i gigus%;v i Cape nout>u ;;ﬁhnon 1 Av.Pe* Uﬂl
{ o iin {in gkln.lhan. ‘Ut111~ TdTe Total
valueivalue | | I ze Cap—vmax.
(lacs {lacs i i 5 cap%—f01ty |cab.c
i \Rg. ) | . ' | - ity
Le Mechanical 121,90 50.15 20 T 41 59 1@
2, DSMI ' Y88 Ious 2 68 57 4% 100
%» Agriculture 19538 12.72 22 60 66 4 100
Ls Gen.ingg. _ 39,00 26.95 10 65 69 31 100

Source: Field Investigation

whieh shovpa noximun idle capacity inspite of better capital
conditions. The meximum capacity was utilised by the general
engineeri g industry among the industries under study » hbove
table depict that the industry with a nigh averags capital

per unit presents a lesser utilized capaclty. This study shows

(=
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that in the industries under study, the exploitation of
technical and financial resources was not proper. The
machines and capital employed with these small units

are not properly being exploited.

7ehe2s2 Idle Capacity

Idle capacity obvicusly varies inversely with utilized
capacity. To study the level of idle capacity prevailing
in various industrial groups it would be better to find
out the range of its distribution. As can be seen from the
table 7.16 that intre industry variation of idle-capacity
is disperse and pronounced. The intra-industry minimum and
maximum range is much more pronounced in the case of
mechanical industry. This group of industry reveals the
maximum idle capacity compared to other group of industries
under study. Though agriculture industry reveals minimum
level and dispersion of idle capacity compare to other

groups.

Here it again confirms the previous finding that
industries with higher average capital per unit show the

higher level of idle capacity or unutilized capacity.

7elieca? Reasons for Idle Capacity

The reasons for the presence of idle capacity in +the

industries under study are too meny. By far the most important

o

o

among these may be mentioned (1, lack of demand, (2 technical
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Table 7.16 PERCENTAGE DISTRIBUTION OF UNIT
BY RANG:Z OF IDLE CAPACITY

Percentage of unit reporting { Percent
S.No.| Name of I idle | of unit
Industry A S Ty o Y o e % reports
i below | 31 40'40 50| 51 60‘ 6l and 2 A
- L0 , | above '
1. Mzche 14 T 36 14 29 100
2. DSMI <% 15 %8 ~ 2% 100
'jn Afe 50 1? 25 8 L 100
L. Gen«sEngg. 38 12 38 6 6 100

Source; Field Investigation

reasons (3, shortage of raw material and (4, power shortage.
Besides these there are other reasons also. The relative
importance of various factors, can be assessed from the

table 7.17 given below.

Table 717 REASCNS FOR IDLE CAPACITY
! T "1 Percentage of Units Treporting stated
S.No.| _Name of | factor for idle capactiy
Industry rTack, Mar— | Labour, Tech- Power Lack| o _
tof ket | b nical | R
; Dem-{ deffy { i fCap.
i and | ; i ?
1. Mech. 12 20 37 37 44 56 56 25
2. DSMI L. B8 g2 B0 &4 80 &
3. AG. 60 60 I S 50 17
Le Gene:ral Engg. ' 20 45 " 40 35 70 35 45

o
= 4

Source; Field Investigation.
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7.4,2.% lack of Demand

The DSMI industfy and Agriculture industry have
shown a substantial percentage of units reporthg,lack of demand for
their products, The lack of demand for agriculture industry products
are reported because of improper and defective sales tax policy of
the State., The products menufactured in the State or district
cost much higher as compared to the products purchased from
adjoining State like Haryana and Punjab because of differential
tax_policy. It is found much economic to purchase certain products
for sale from adjoining States.inspite_oi;manuéae%upiﬁg—%hem—iﬁ
State-,

7.4.2,5 Market difficulties

Difficulties of marketing is yet another reason
complained ef by & majority of the industries. &imilar to the
previous one this reason is also reported by Agriculture industry
in abundance, TFrom the table, it is clear that these two lack of

' cach
demand and Marketing difficulties, are correlated with, other.

7.4.2,6 Labour problem

It ggisignificantly high in the case of mechanical
andejeneral engineering industry, using or requiring a high level
of skilled labour compared to other. The problem of skilled labour
is reported in certain cases. The problem of cbsentism is most

significant among the laboures” in small industry.

7.4.,2,7 Technical factors
Thiszﬁnothe: important factor reported by the
small units. The technical factors comprise the break-down in

machinery and equipment, lack of proper handling technicue in



~160-

workers and lack of proper machines required by the unit. Though
this last problem relates to other problem also as - lack of

capital resources and lack of demand etc.

The unit with higher average capital per unit has
shown high#level of such problem, Again the presence of such
problems in certain industries reveals or confirms its higher

level of technology compared to others.

7.4.2,8 Power Shortage

Tt is well known factor causing the high level of
idle capaciﬁy in small units. The General engine ring group of
industry has shown a significant level of power shortage. AS
these wunits are having more machinised job to do compared to

other.,

7.4.2,9 Iack of cepital :

It is a most importont factor responsible for the
prevalence of .huge idle capacity. Among the SSI visited for study
most of them has reported the lack of capital. The DSMI has
shown a significant level of capital scarcity, because this
industry is mainly operated by the skilled workers themselves

ansteadl. of capital owners.

7 .%,2.10 Raw Material Difficulty

Difficulties in procuring the right type of raw
msterial at reasonable rates and in geed time is also an important
reason reported by most of the industries under study. Among the
SSI, DSMI industry has reported the high level of raw material

prohlem, This group of industry has shown a problem of getting
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virgin raw material at reasonable rates. In the absence of Govt,
quota allotment they have to pay the exhorbitant prices for raw

material in open market,

7.4.3 Break up of Output :

In this section the structural break up of the
gross value of output for various industries into their individual
components and to find out the relative importance of each of the

individual components in the gross value of output Aas been made.

The following table 7.18 provides a comparative
picture of the components in the total value of output for the
different industries under study. The table depicts that Agricul-
ture industry have a greater proportion of input content in the
gross value of output. The‘Mechanical industry have a relatively
larger propertion of wages and salary comnared to other groups of

industries. The comparatively higher proportion of wages and

Table 7.18 COMPOSITION OF GROSS VALUE OF ANNUAL OUTPUT

(R, Lakh)
S.NE Name of ; Total , Total i Total E Gross i Total
! Industry ! Inputs | wages ! other | surnlus | value of

! ! ' galaries ! cost | 4 ourput
1 Mechonical 25 .57 9,35 4.89 10.3% 50.15
(51) (19) (09) (21) (100)

2 DSMIL 14,38 Li32 202 8.4 29,7
(48 L1%) (09) (28 (100
3  Agriculture £:17 .97 0.68 1.90 y ¥
(65) (%) (05) (15) (100)
4  Gen.Engg. 15.%9 4,21 g BT 5 .94 26.95
(57 (16) (05) (22 ) (100)

Source : Field investigation
Note : Figures in brackets show percentages
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salary in mechanical industry is found among the small scale
industries under study. The high no. of technically gualified
and better paid workers are the main characteristics of this
mechanical irdustry. Thus, it reveals higher level of wages and
salary paid. In the next section of study the composition of type
of workers employed in different industrial groups confirm this

finding.

The composition of other costs includes all other
input values like, rent and overhead cost etc, It reveals that
Mechanical and DSMI industry has a uniform constituent of tpzﬁfiﬁééﬁﬁfw
cost, The gross surplus in various group of industries show
higher level in DSMI industry compared to other industries. The
minimum level of gross surplus wasS observed in Agriculture industry.
This analysis depicts that as the average size of the unit

increases the value of gross surplus also increases simultaneously,
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In this section it is propesed to study the various
aspects of employment potential of the industries under study. In
this study the irportant points taken up for study are general
pattern of employment, the type and degree of skill noscsessed and

manner and mode of payment of wages and salaries etc.

7.5.1 Composition of total employment
Trn this section the total employment is considered
of two type - (1) the family members and (2) hired workers, Among
the smali scale industries under study, a relatively higher propor-
tion of hired wor!iers is 6ﬂdndl . The extent of hired workers

varies fron industry to industry. The table 7.19 shows the break

up of employment.

Table 7.19 : COMPOSITION OF TOTAL EMPLOYMENT BY FAMIIY
AND HIRED LABOUR (Nos)
0

e S —————— A . T A Rt g e T S

: :
S.No.i Neme of | ____ Total persons employed . _.............
1 Industry ! Family (Incld. ; Hired i Totaml
C RS SOl sl L P =N RN e S e e
1 Mechanical 18 249 267
T (¢3) (100)
2 DSMI 20 - 97 117
(17) (83) (100)
3  Agriculture 28 66 o
(30) (70) (100)
4+ Gen. Engg. 18 124 142

(13) (87) (100)

s g e e .- e S e bt S s m—— T

Source: Field investigation

Wote: TFigures in bracket are percentage.
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Tt is seen from the above analysis that extent of

family worker go very high in the case of Agriculiture irdustry.
The reason for the non—employmentyof muckh Auined. labour by the
agriculture industry is as follows. Since in this industry the
high degree of sophistication 1is not required, the process of
production involvedin.this industry is such that one or two adult
fammily members attending to specialized processes are helped by
other unskilled family members and some hired workers, In this
irdustry to employ the outside labour is neither found feasible

nor profitable.

In the case of Mechanical industry, it was found’
that lesser number of family worker§;g%ployedizompared to other
group of industries under study. Hére, if these compared with the
average size of the unit (Table 7.1) the relation may be
observed in Ssize of the unit and hired workers employed, As the
size of the industry increases the composition of hired workers

also increases in total employment. .

For further analysis the total employment has been
divided in five categories to have a better understanding regarding
the employment pattern prevailing in the small scale industries
wnder study. The total employment potertial has been divided in
following five categories =~

(1) Skilled

(2) Unskilled

(3) Technical

(4) Managerial and family, and

(5) Sunervisory
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A skilled worker for the study is tentatively defined for this

purpose as one who attends to or is equipped to attend to a
process of manufacture, requiring certain degree of dexterity and
level of training, both of vhich may have been acquired through
experience., The technical worker includes the persons having

and technical degree, diploma or certificate, Further the manage¢
“rmean 5 the prorrietor and other family or octside persons
engaged in management activities, The supervisory are those who
exclusively look after supervision of activities such as, purchase

of stores, control of workers, etc,

The followin: table provides a break up of total

employment engeged in production process,

Table 7,20 TYPE OF EMPLOY MENT

(Hos)
Se :’ Type of < }r______-, oo TonSeesserl o Sl
No, | Industry . 6K ! UNSK! TECH! MAN.&} SUP.! %OTAL
ST e k 1 : D R S SR R SR
1. Mechanical i 65 31 28 32 267
(42) (2L4) ch2) | 0] (12) (100])
2. DSMI 67 24 2 29 3 a7
(57) (20) (g2) (18) (03) (100)
3. dgriculture . 51 14 - 28 4 ol
(54%) (15) (30) (01)  (100)
4+, Gen. Encg. 87 3% - 18 2 142
E5127 (2% (13) (01) (100)

Source : Iield investigation

Note : Figures in bracket are percentage

The table 7.20 reveals very interesting results.

The labour employed in small scale industry show a preponderance
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of skilled labour, of course, the relative propcrticn of skilled
and trained labour employed by each of the small industry vary
considerably, The highest level of skilled vorkers are showvn by
General Engineecring industry. It has obvious factors to justify

the predomjhanceogskilled workers. As these units take over
specialized job like fabrication, machining etc., so the need of
skilled workers i8 justified in this case., Though the mechanical
industry show a lesser level of skilled workers employed inspite

of ifs capital intensive nature. But—h=re—if-one—see The table
it—eou—d—be Showg that in the case of mechanical industry, the
composition of technical labour is very high. It goes to 12 percent
of the total employment force, If this technical labour is also
summed up with skilled workers, we found a comfortably good position
of this incdustry. Unlike the other small industries in the study
the mechanical irdustry use compnaratively sophisticated machines

and equipments in their production process. Fven in sdme unit

the graduate Engineers are employed to take up the specialized

jobs, Instrument industry also show employment of technical worker

in two cases only.

The next section show the predomirance of Managerial
and family workers in the case of agriculture industry. In the
Lgricultural industry the high level of family member envolved
in manufacturirg process cause this predominar ce. In the case of
supervisory p rson it show a significant portion in Mechanical
industry., It goes to 12 percent in Mechanical industry compared
to only one percent in Agriculture and general engine:Iring
industry. This confirms the higher level of organisational

gaetivities in mechan® cal industry. It is again obvious enough



if look into size of this industry.

7.6 INVLSTMENT AND OUTPUT SIUDY: (DERIVED RATIOS)

As a further study of irvestment and output
aspects of the small scale industries, this section presents
various sets of derived ratios compiled from the data collected

during the survey.

Derived ratios are used to express the mutual
relationship that exists among capital, labour and output. They
seek to assess the relative contribution or efficiency of the
various inputs that combine in production, Mainly three type of

ratios are computed:

(i) Capital output ratio,
(ii) Capital labour ratio or capital investment per worker,

(iii) ILabour output ratio or output per worker.

SIGNIFICANCE OF RATIOS

As discussed earlier also ﬁgese ratios are used to
express the mutual relationship that exists among cap”tal, labour
and output. These are useful tools in the hands of planners for
factor allocation among the most productive uses so that maximiza-

tion of output is attained within a given neriod of time.

These ratics can be computed in tuo ways -(a)average
ratio vhere-in some comron basis is found to aggregate and relate
the relevant items, (b) margiral ratios wherein changes or
additiors in one item are compared to the changes or additions in
the relevant other inputs,assuming that they can be increased as

required.
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In this study the marginal ratios have not been
vorked out due to the limitation of data collected, The average
ratios have been computed and analysed on the basis of data
collected. The discussion regarding the meaning of these ratios
had already been discussed in Chapter VI, It will not be worth-

while to repeat it here.

In order to achieve higher rate of growth of output

in our country, it will be necessary to work on two points

(i) to step up the rate of investment, and
( ii) to generate forces which would affect the capital
gosfficlient favourably.
The lower the capital-output and capital-labour ratios the higher
will be the rate of growth of output with the given investment.
Therefore the achievement of a low capital-output and capital=-
labour ratios is as vital as capital accumulation in the process

of development.

An assessment of the significance of small-scale
industries in a developing economy may be based on a study of the
derived ratio or production coef icients. However, an attempt
at interpretation of such ratios shoulid not ignore the problems
involved in their jormation and limitations to which these ratios

are Ssubjected.

LIMITATTIONS:

In the ratio anglysis, the term 'capital invest-
ment' is used in a peculiar sense, It includes two type of
capital-fixed capital and working capital. As working capital is

also an essential element of cost of production, it is argued Mg b
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N working capital should be included in the term capital. 3
Output value may be regarded as equivalent to
or near-equivalent to the capacity of production of an industrial
unit, The figure of actual output (gross value in rupees of the
goods produced irrespective to their sales position) in a given
period may also be used, In the study the capital output ratio
has been calculated taking into account the actual output durin:

the year marked for the survey.

As regards labour inpits, calculation of total
number of workers employed have be=n counted. The problem, however,
remain$how to express different kinds of labour in homogeneous
units. It has already been shown that skilled; unskilled workers
and office workers were in differ-nt proportion in different
industries and different units in the same industry. While calcu-
lating the capital-labour and labour-output ratios, all workers
have been lumped together without giving weightage to the skilled

workers,

After reviewing the significance and limitations
of derived ratios, an attempt has been made inthe next pages to
study the relationship between capital, output and labour in the

small scale engineering industries surveyed.
For the purpose of study, units have been divided
in the following categories
Category I - units with capital investment upto R, 50,000
Category II - Units with capital investment between PBs.50,000

to B,75,000
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Category III - Units with capital investment between

Rs.75,000 to Bs.1,00,000

Category IV - Units with capital investment between
Rs.1,00,000 to Rs.2,00,000

Category V = Units with capital investment of and above

Rs.2,00,000

7.6,1 CAPITAL OUTPUT RATIO

The capital output ratio in respect of the data

covering small scale engineering industries survey are given

below:
Table 7.21 CAPITAL QUTPUT RATIC
"‘T“'N———- e ————— 1 ¥ _wl_ —— e ——— - —— — g = gl i —i—————-~-——— - -
S.  Categories per !  FCOR ! WCOR |  COR
s gspita) drpgetaent 4 o 4o N7
1. I 6.23 4,23 2.52
2, II 6.14 .21 2.1
3 y i 45k 2,23 1508
%, 1V 6.95 2,91 2.05
e v 2.63 2.49 1.28

Source : Field investigation

Abbrevations used

FCOR = Fixed capital output ratio
WCOR = Working capital output ratio
COR = ‘Capital Output ratio

The data collected show that output per unit
of fixed canital decreased as the size of industrial unit measured

in terms of capital investment increased. It would be sesn that



output per unit of working cayital and per unit of total capital
decreased in certain categories as the size of the industry

increased.

CAPITAL OUTPUT RATIOS AND WATURE OF INDUSTRY

When capital output ratios were calculated in
different industries, it was seen that the ratio had importarce

from the view point of nature of industry.

Table 7.22 LNDUSTRYWISE GAPITAL OUTPUT RATIO

-

S S i et
i

- LA
S.No. |Type of Industry | FCOR ' WCOR |  COR
B e L L e e s i e e e e e e i R
W Mechanical A 2.26 2.7 1.25
oy DSMI 6.70 2.48 1 <1
z o Agricultural 5.26 el 2.59
L, General Engg. 8.79 L 207

. e B e 1. e e S — e (SIS

Source : Field investigation

The malysis reveals that the Agricultural and
General engineering industries offered a more output per unit of
capital than Mechanical and DSMI irdustries. The capital-output
ratio aprears higher in the case of mechanical (1:1.25) and
DSMI (1:1.81) industry than General engineering (1:2,07) and
Agricultural implements (1:2.59) industry because the latter is
mainly a servicing industry and the capital equipment is also
simple as against the greater importance of raw material and

mechanical equipment used in the making of engin- ering products.

Here this study again confirms our old belief

that as the size of the industry increases, the ef“iciency also
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increases. We may also conclude that the efficiency of capital
(capital-output ratio) depends on the level of mechanisation in
that pgrticular industry. The higher level of mechanisation

represents the greater level of efriciency of capital.

7.6.2 CAPITAL LABOUR RATIO

qu;é :
First, the relatiogpetweon capital invested and
the employment provided to the workers was studied. The ratio

calculated are showvn below

Table 7:23 CAPITAL TABOUR RATIO

(Rs. )

e ] e - e T ———

S.No.! Categories as | Fixed capital! Woriiing capi<d Total capi-
! per capltal i per employee ! tal per ! tal per

L dnvestment | — e 4 SDDlOYEe . gEployes
1. X 2,062 3,039 54 101
2. : " 2y B34 5,029 7 5660
3. B ¥ 3,588 7 4294 10,882
L, Iv 3,488 8,321 11,809

5 v 8,378 8,852 17,230

Source : Field investigation

The ratios indicate that as the size of the Small
scale engineering industries (measured in terms of its capital
investment ) increased, the fixed capital and working capital p=r
employee increased. The analysis reveals that small factories
employed more workers per unit of vorking apital and per unit
of fixed capital. When the ratios were calculated industrywise,
it was noted that the ratio differed with the nature of industry

alsSo.,
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Table ~,24 INDUSTRIWISE CAPITAL-LABOUR RATIO.

(Bs,)

1

] ;
S.No. | Nafwe of~v | Fixed capital | Working capitall Total capi-

i Industry ! per employee | per employee | tal per
: } : . employee

1.  Mechanical 8,314 6,756 15,021

s DSMI 3,795 10,256 14,051

3. Agricultural 2,574 2,638 54213

4., Gen.Engg. 2,169 7,007 94176

oource : Field irvestigation

It may be noted from the above data that canital
per employee not only changed with the size of the industrial
unit, but it also changed with the nature of industry. The study
of the data in the table show that the lowest capital-labour ratio
or investment per worker is found among Agricultural implement
(B 5,213) and General Engineering (Bs. 9,176) than DSMI (Rs.14,05 °
and Mechanical (R, 15,071 ) industrv. These contrasts emphasize
the relatively costielier equipment used among the mechanized,
factory type small industries as against the simple and antiquatec
implements and tools used by tiny units. If we see the fixed
capital employed per worker we will find highest in the case of
Mechanical (s, 8,314%) industry compared to DSMI (B, 3,795),
Agricultural implement (R, 2,574) and General Engineering (ks.2,169)
industry. This confirms the highest level of mechanisation in
mechanical industry. While considering the working capital per
employee the DSMI industry show the highest (Bs,10,256) level among
General engineering (Bs,7,007), Mechanical (B. 6,756) and igricu'-

ture implements (k.2,638)., This show the need and amount involve!
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as working capital in particular industry,

Finally, it may be stated that employment poten-
tial was more in the Agricultural implements industry as this require
less capital per employee than the Mechanical, DSMI and general
engineering industry. This has immense importance from the view
point of formulating a policy for creation of employment in the
areas which have large unemployed and under employed force and

shortage of other resources.

7.6.3 LABOUR OUTPUT RATIO

In order to find out the relationship between
the output and number of workers employed to produée that output,

the labour output ratios were calculated.

It would appear that there was positive correla-
tion between the size of an industrial unit measured in terms of
capital investment and output per employee. Following is the

table showing actual output per employee in the sizewise categories:

Table 7425 LABOUR OUTPUT RATTIO (Rs. )

T.NO;} Categories as per 3 Actual output per 3 1

I _capital investment ! emplovee (Bs,) __ o
T - 12,052
2o 18 4 ; 16,146
A EIT 16,294
I, IV 2l 250
5. v 22,018

|

e ——— e e e e e e e et e —————————— — e et 1. = et 5

Source : Field investigation
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It is noted that output per employeeincreases as

the size of the industry increases. The data conclusively support
the proposition that productivity of labour goes up with increase

in the size of the unit.

The labour output ratios calculated industrywvise

are given below

Table 7.26  INDUSTRYWISE LABOUR OUTPUT RATIO

(Bs. )
i o o N B e et e e =
S.No.! Name of Industry 3 Output per employee
i ' C
1. Mechanical 18,782
-5 DSMI 25,427
3 Agricultural implements 13 532
L. General F¥ngg. 18,979
Source ¢ Field investigation

The study of the labour output ratio show that
the highest output per employee occurs in the DSMI (Bs.25,427)
industry followed by General engineering (Rs, 18,979), techanical
(r5.18,782) and Agricultural implements (Bs,13,532) industry. The
contrast between the productivity of labour show the increase with
the use of mechanized methods of production with the exception of
DSMI industry. As thcse ratios are based on gross output, an
examination of the ratios based on gross value added by manuiac-

ture per worker will convey a more correct idea of the contrast.

7 .6.4 GROSS VALUE ADDED

The following table show the amount of gross

value added by per unit and per wvorker
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Table 7,27 GROSS VALUE ADDED
{5 B SR ' - _ -
S.No. ! Name of Indus- ! Gross value Gross value added Aogh
i try I added ! Per unit |, Per vorker
ke S LR BAREY LAk o) el e
1s Mechanical 2k, 58 1475, 5% 9,205
2, DSMI 15437 T, 185231 3,136
24 Agricultural L. 55 37,916 4,840
Implements,
4, General Engg. 14456 724250 8,140

Source : Field investigation

L}

L W}Lizbe seen that seme—ef the highest gross
value added per worker amounts to %.13,136 in the case of DSMI
industry, ’%.9,205 in the case of Mechanical, Fs.8,140 in the case
of General engineering, and R, 4,840 in the case of Agricultural
implements industry. It confirms the preassumption we had drawn
earlier in the case of labour-output Tatio. Though the Gross value
added Perunit goes highes in Mechanical (B, 1.75 lakh), than DSMI
(Rs.1.18 lakh), General engineering (R, 0.72 lakh) and Agricultural

implements (B, 0,38 lakh) industryJUﬁbuiﬁfy .

7,6,5 LEVEL OF TECHNOLOGY

To consider the level of technology in the units
operating in the area, thehe 'Ynoi?‘be two type of measures, TFirst,
to collect the data eliciting the information regarding the type
and quality of machines and equipments used by various groups of
industries. Secondly, to consider it statistically, the amount of
labour intensity, capital intensity and labour productivity could

be collected and compared. Some variablgglike amount of power

consumption in the unit labour employed, fixed capital emplojed
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etec. may also be useful for assessing the level of technology in
particular industry. All the variablegand methods of assessing the
level of technology in a particular group of industry has their
own merits and demerits. But out of all these, the most represen-
ting methcd of calculating this,may be the assessment of their
capital irtensity, Because, the level of technology werd denotes
the efficiency of the industry., We mean, that level of technology
is a parameter for assessing the efficiency of an industry, as

we have seen in the foregone pages,

If we consider the capital intensity as a para-
meter for representing the level of technology in a particuiar
industry s 1t will be much more correct to consider the fixed
capital instead of total capital. The capital-labour ratio which
denotes the capital intensity in an industry,is_ﬁogggg'the most
appropriate tool for assessing the level of technology in an
irdustry. If we go through the table 7 24%,we will find the higher
capital irvested per worker in Mechanical (m.15,071) industry
compared to DSMI (Bs.1%,051), General engineering (s.9,176) and
Agricultural impliements (Bs.5,213) industry. The fixed capital per
worker in a Mechanical industry show awg;gﬂggfference (Rs.8,314)
compared to DSMI (Bs.3,795), Agricultural implements (Ps.2,574)
and General engineering (Bs,2,169) industry. This shows the
highest level of fixed capital per worker or highest level of
technology used in Mechanical industry compared to other groups
of industry.

Conclusively we may say that Mechanical industry

in the area have a highest level of technology compared to other



groups, The next number in secquence goes to DSMI industry, then
third to Agriculture implements industry and the lovest level of
technology is shown by General engineering industry in the area.
No doubt, this study is representing uader some limitations which

have bearing vwith the study.

7.7 SUMMARY OF FINDINGS :

We may like to summarize the main features of
the discussions mode in this Chapter, A comparison of the average
capital and employment characteristics for vario. s groups of
industries indicated that while the variation in the average nroduc:-
tive capital was wide, these of average employment was not pronounczd
except Mechanical industry. In respect of pattern of ownership
the proprietory types of units were found predominant in Mechanical
and Agricultural implements irdustry, while joint family partnersnib
for remaining two groups, viz, DSMI and General engineerirg. While
newly initiated' as a form of mode of acquisition predominated in
all groups except DSMI industry, where 'inherited' predominated.
The locaticn factor shows a main concentration towards 'Home place!
as a factor of establishing the unit in the area. The nature of
industrial activity shows the majority towards 'primary source!
of ircome, ,Tﬁﬁﬁ&ost of the unit are found registered under

factories ..ct and having seasonal operation,

ey

Regarding the total capital structure among
_égfé degree of irtra-industry and inter-

various industries, a
industry variations in capital structure of small Scale industriec
was observed. The variation in the figures of total productive

capital as wrll as its componerts as betwesn irdustries, denended
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as much on the nature and type of industry as on the overall

resources commanded by the ovner of the unit concerned. Generally
it was found that the proportion of working capital to total
capital was quite h gh, compared to fixed capital. The constituents
of working cepital for various irndustries show that the items of
raw material and fuel together with those of stocks of finished
products accounted for the largest bulk of the total workiig capi-

tal for all industries,

The general dispersion of unit in different +indus-
tries under various size class according to total capital show a
fair degree of concentraticn under the size class R.0.25 - 0,50
lakh and 0,50 - 0,795 lakh. The fixed capital assets also show
a higher degree of concentration of units in first two size
categories. In the case of Mechanical industry 29% of the units
had shown their fixed capital investment of the value more than
Bs, 20 lakh. Similarly the working capital assets also show a
higher degree of concentration of units in first two size categories.
Some dispersion from this may also be observed in the case of

mechanical industry.

A examination of.the value of output indicates a
pronounced variation between various industrial groups. More-
over a study of the figures of idle capacity revealed that it
vas more pronounced ir the case of mechanical industry compared
to other groups. Among the important reasons for the existence
of idle capacity are scarcity of capitsl resources, raw material
difficulties, lack of demand, marketing difficulties, labour

nroblems etc. 4An overwhelming proportion of the total value
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of output for all industries is accounted for by the two items,
viz., "inpits" ard the 'gross surplus”, Next in importance are
wages and rent, Jmong the "input" items, again, basic rew materi
formed the important items, The analysis reveals that industrie
with higher average capital per unit present a lesser utilized
capacity or higher idle capacity. It shows the improper exploita-

tion of technicsl and financial resources in these industries.

The employment structure in the small scale
industries revealed that majority of small scale units employ
hired workers. The labour employed by small scale industries was
non-specialized. The largest proportion of skilled workers was
drawn from those of "hired labour™. The Agricultural implemerts
industry show a higher noi of family workers ergaged in produc-

Yhio  Skovis Fhe nelalion
tion nrocess. ' ab1i
between size of the industry and no. of hired workers employed.

Similarly the greater no,of skilled and technical workers are

observed in mechanical industries.

The analysis of the ratiocs for various groups
of small scale enginecering industries brings out clearly contras
and clearity between the various groups, and also Shows that
efforts to calculate such ratios are likely to be more fruitful
in the case of some of the well organized and mechanized small

scale industries.
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THE PROBLEMS OF SMALL SCALE ENGINELRING INDUSTRIES



Having observed at length the structure and basic
characteristics of the various small scale industries, it is pro-
posed in this section to delve into the specific problems wh'ch
these industries have to contend vith. The problems discussed
in this chapter relate to such aspects as the marketing and sales,
Finance and crecit, raw material, competitiors and technological
improvements,

4 quick glance at the replies to our questionnaive
reveals bhe prnmﬂﬁﬁof input-impediments. The ma jority of units
commlain about troubles in procuring the desired amount ol raw
materials ard finance, The following table sums up the findings
The table shows the combinations of various problems, faced by

ele ity
small scale industries in the area, To asSess the c¢learityand
weisht of every problem such combinations have been developed.

Here only four major problems have been trken un for analysis.

Table 8.1 MAJOR INPUT - IMPEDIMENTS
S.No. Major nroblems Percentage of total uwits
¥ra ’//finance 80
2 Production ’ 50
i Raw materials L3
L, Training faeilities 71
¥ Trzirning facilities and Finance 71
Es Training facilities and raw . L3

material



e Training facilities and L3
Production

B _Finance and Production 43

L Raw material and production 30

y 148 Finance, rawv material and 22
production.

Source : Field investigation

The problem of finance among various combina-
tior. of problems was the single largest factor effecting the growth
of small scale industries. The absence of training facilities
has also been considered the major bottleneck. The data shows
that 80 % of the total units survey reported the finance as a
major problem., The problem of training facilities was reported
by 71 % of the total small scale wnits. Similarly the production

and raw material counts to 50 % and 43 7 respectively.

Further on the basis of,more than one problem
reported by single unit, the groups of problems has been computed
which reflects the weight of every problem faced by small scale
industrics. The data reveals that the group of finance and
training facilities stood first among various combinations (71 %).
Similarly the combination for thre= problems - finance, raw mate-

rial and production, was reported by 22 % of the total units.

The above discussion gives us general idea
about the type of problems faced by small scale industries in
the area, and simultaneously also assess the weightage of every

problem. DNow the problem will be discussed individually.
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8,1 FINANCE PROBLA&NMS :

Adecuate access to capital and credit a key
reguirement of any programme of small industry development. Lack
of finsnce has been a major problem: for the small irdustrialists
in this country. India has expelimenbed;with an "unusually wide

variety of finsncing measures of small ind.ustry”1

throuvgh specia-
lized agencies. Tl Financial assistance programmne O the Govt.of
India has two broad objectives viz., (a) to increase the total
availability of credit to small scale units at reasonable rates of
intcrest and in time and (b) to gradually institutionalise the

flov of finance to the sectorz. The institutions engaged in

extending the finance facilities to small scale units are :

1. Direct loan by the State Government.

2, State financial corporation.

3, National small Industries corporation (NSIC).
4, State Bank of India, and

5. Other banks

Here if we assess the performance of these agencies in the area,
we find that they lagged behind in offering an effective finance
facilities to small entreprenuers, Of the total (55 units)
units surveyed, 80 % reported the problem of finance (table 8.1).
The major problems in this way are (i) non-availability of
adequate finance, (ii) non-availability of finance in time,

(iii) the high interest rate, and (iv) unecceptable terms. The

1. Robert W. D'El.ﬁﬁggf%':’ﬁﬁ'&ia.'ﬁ—g'-t_h'é Emall Menufactures in

. Developing countries, McGraw Hill,N.Y. 1967, p.21.

2. Report of the Sub-group on gmall Scale Industries : hiorking
group on Small Ecale Industries, New Delhi (Ministry of
Industry), 1965, ».201
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followirg table gives an idea of various problems connected with

the finance securing problems

Table 8.2 PROBLEMS CONNECTING WITH PROCU.ILG THE IFINANCE

——— —— - —————— " p— | e —— | e

Percentage of units reporting stated problem

[
S.,N} Category
. L}

1
1
! ! Tngderuate, ot availa- ] High i Unaccep-
: ! finance ! ble in time } interest ] table
i 20 - SERR SRS [EAPON SRR {8 2 L
1. Mechanical 60 45 40 20
2., DSMI 40 728 60 30
3. Agricultural 25 80 73 na
4, General lingg. 22 65 55 25

s e T ————— A A R o il i s e 1 At | e | S S - T e | W | o e e

Source : Pield investigation

8.1.1 INADECUATE FINANCE :

The table reveals high percentage of complaints
regarding the non-availability of adequate finance. The mechanical
industry (60 %) group reporte*'%amwﬂﬁfz: &ke problem ofigaequate
firsnce compared to Agricultural (25 %) and general engineering (32%)
industry. This reflects that as the size of an industry increase

the problem of adequate finance increases,

8.1.2 NON AVAITABLLITY IN TIME :

The entreprenuers in this regard speakf that
"though credit can be had, but the recuirements of the lending
agency and the procedures involved thereon, are lengthy and
involved". The time lag between request for financial accomoda-
tion and the actual receipt of the same is invariably nrotracted.
In the reference we find interesting data (table 8.2). In

\griculture implements the hithest no. of entreprenuers (80 %)
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reportec this problem compared to lowest in mechanical industry

(45 %), The reflectsthat as the size of industry increase this
problem decrease,hé may also say, that highelevel of literacy and
conciousness regardinétéovermnent procedures is Keem in entre-
prenuers engaged in Mechanical industry compared to Agricuitural
implements, l%-&ﬁ—fﬁﬁﬁf&ﬁﬁ~£%§Laﬁﬁl¥8}€~Sh@ws—thGFhEﬁheffieng—Uf
we;;eeéﬁea%eaﬁandrigehniea&«ea%fepfeﬁuefs—+ﬁ—meehaa}ea&fgfoﬁpn

The DSMI and General engineering industry also represent the higher
response in this regard,

8.1.3 HIGH INTEREST RATWS :

The sizable proportion of small units comvlained,
of the excessive rate of interest to be paid. This response goes
very high in the case of Agricultural implements (73 %) industry
compared to Mechanical (40 %), General engineering (55 /%) and
DSMI industry (60 %). This ana’ysis reflects the -ve correlation

between the size of industry and the extent of this problem.

8.1.4 UNACCEPTABLE TERMS :

Compared to the other prohlems, the lesser no.of
units reported the problem of 'unaccertable terms'. The ‘'unaccep-
table terms! includes various formalities and regulations adopted
by Govt. agencies while lending the money, The DSMI industry has
shown a highest response in this way (30 8)s

It may be observed here that the above list is
not at all exhaustive, Even so, it 18 j1lustrative of the general
set of problems erncountered by those industries in procuring

credit.
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8.2 RAW MATERIAL PROBLEMS :

In this section it is proposed to attempt an anaiysis
of the various problems connected with the procuring of raw material
by the small scale industries in the area, The problems here are
as complex as they are numerous. It is not only one of non-

06’ now mmalesual
availabilityy Zhere are other equally important problems pertaining
to such allied matters as lack of finarce for making bulk purchase,
non-availability of virgin raw materials, exhorbitant prices, and
so on. Most of these problems are so interlinked that it is rather

difficult to state as to which one among these problems 1S more

nressing and which one of minor significance.
However, the following tablic gives an idea about the
seriousness of particular problem.

Table 8.3 PROBIEMS CONWECTING WITH PROCURING THE RAW MATERIAL

—- — == B e o e — s ——— . ————_

i3 - ]
2.No | Category i Percentage of units indicating stated prob-
: I __lems o = » L W s i I
% i Tack of | Shortage of ! High mar- | Others
: ! finanee | virgin raw | ket price;
S : o S, O, SR
1. Mechanical 30 20 30 10
2. DGMI 65 80 85 20
3. Agricultural L5 10 s 15
4, General Engg. L0 35 20 15

gource : Field investigation

8.,2.1 LACK OF FINANGCE 3

Inadequate finance resources for purchase of raw

materisl in bulk and at seasons when such materials are readily
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available is one of the important problems mentioned by a ma jority
of units. Particularly, in the case of DSMI industry vhere the
rav material is required in bulk and unit had to keep stock of
finished goods for seasonal demand, this problem is much serious
(65 %), compared to this Mechanical (30 %), hgricultural implements
(45 %), and General engineering (4O %) industries reported in

lesser,

8.2.2 NON-AVAILABILITY OF RAW MATERTAL :

As the case can be seen from table 8.3, the DSMI
industry reportedin .highest the problem of virgin raw material (80%)
compared to other groups of industries, It may be noted here that
DSMI industry which require the high level of quality raw material
for producing the gquality and precision instrument is the most
sufferer in this regard. In the absence of quality raw material,
they have to consume scrap and sub-standard raw material. This

effects the quality of products which they are producing.

8.2.3 HIGH MAR BT RATES :

Inability to effect bulk purchase of rew material
and non-availability of raw material of good quality as and when
required by the corsuming unit, entails the payment at relatively
higher prices. The data analvsis reveals the presence of direct
correlation among these factors., It shows the highest in the
case of DSMI (85 ) industry cdmvared to 30 % in Mechanical, 20 %
in General engineering and 15 £ in Agricultural implements

industry.

e

8.2.% MISCELLANEQUS PRUBLEMS :

"Other problems" complaired of in matter of
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procuring raw material include lack of storage facilities, the non-

availability of quota or licences for raw material etc.

8.3 TRAINING FACILITINS PROBLEMS :

Now the task of assessing the various problems conrec-

ted with the training facilities will be considered. The problems

to the lack of the requisite training facilities The lack of
. enfyeprencuys
necessary awareness on the part of x ree—of—techrrieal

training is also one of the problems in this respect.

In the ease of Drawing, Surveying and Mathematical
irstrument industry, the importance of providing easy facil-ties
of training to the workers in order to bring about a gradual adapta-
tion of modern technigues of production and use of precise machine
was emphasized by most of the units. The lack of knowledge regal-
ding modern trends in production processes in workers engaged in
production process,leads in poor performaree of these industrial
wnltse. TFhe higher no. of unﬂtthgfzroblem regdrdlngktr ining

facil ties was—eeported (71 %) during the course of survey.

The following table (8.4) gives at the outset, the

idea regarding the units desirous of undergoing the training

facilities in various groupsS.
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Tabie 8,4 UNITS DESIROUS OF UNDERGOING TRAINILG

Category ! Units desirous of undergoirg

t
8.No. |
: ! training
b 8 ST T N | 7 3 N e
y Mechanical L0
2. DSP'E 76
=1 Agriculture 20
4. General engineering BE

— e e e i e S e oo | b v | S i a s s TRetep e Bt b, s e e ) i i e et [ £ . e

Source : Field investigation

This table reveals highe. no. of units desirous of undergoing
wsder training in DSMI (76 %) industry compared to General engi-
neering (55 %), Mechanical (40 %) and Agricultural implements(20%

industry.

8.4 PRODUCTION PROBLEMS :

This sectior takes care of problems relating to the
acceptance and adoption of technical and technologiczl improvement
by the small scale engine~ring industries, The small unité suffey
from the general infer ority of their technical equipments. The

problems in respect of production are as follows

1, the absence of sophisticated machines and equipments
2, the lack of testing equiprients, and

3., the lack of technical awareness.

The absence of good machires and technical exper-
tise results in the lack of good gquality nroducts and inter-

changeability of the parts, The need of technblogjcal improve-
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ments constitute a most important factor in the future develop-

ment of small scale industries. It forms the sine gqua non for the
survival of the traditional skill. The folliowing table gives
the picture regarding the no, of units desiring technological
improvements in their production processes, The technological
improvements may of following nature
i) replacement of old machines,
ii ) improvement in plant layout,
iii) production, planning and control, and

iv) addition of testing equipments etc,

Table 8,5 UNITS D' STROUS OF TECHNICAL IMPROVEMENT S

S.No.s Category 5 Percentage of units desirous
: ; of technical improvement ______ .
: = Mechanical L0
x DSMI 95
Ao Agricultural 60
4, - General engineering 65

Source : Field investigation.

The abovéi?é;eals the interesting results. The DSMI industry
shows a highest; level of need of technical improvement (95 %)
compared to other groups of industries. Because in the absence
of latest technical knowledge and modern equipment it is found
dif i ault to keep pace with the modern developmerts in in strument
industry, Dbecause it is mé%t fast growing sector of engineering

industry. Secondly, the units engaged in production process of

&
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instruments are very old and using old techniques of productions,

because of financial and other problems,

The further analysis gives an idea regarding the
problems, units finding in adopting the modern technology. The
problem of adopting the improved technology may be divided in the
following

(i) technieal help,
(ii) financial help, and

(iii) machirery and equipments.
The table 8.6 gives details of problems in regard with the adoption
of modern technological improvements:

Table 8.6 UWNITS DESIROUS OF SEEKING SPECIFIC ASSISTANCE

—— e o e e e

——t - i
2.,No, | Category l Percentage of units seeking stated help __
; ! Technical ' Financial | Machinery and
: e 7 R SRR R
g Mechanical 50 100 80
2, DSMI L5 100 75
3. Agriculture 20 100 40
4, General Engineering 30 100 65
Sourc~ ° Field investigation

8.4,1 TECHNICAL HELP ¢

The nature of technical heln sought by units mainly
relates to an initial trairing in the operation of the new
machivery and ecuipment. Besides, operation of new machinery and
equipment. Several units also desired some elementary knowledge

about the trpe of technical improvements could be made in their
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unit. The highest percentage of units in Mechanical (50 %)
industry desiring the technical help in adopting improved techno-
logy compared to 45 % in DSMI, 30 % in general engineering and 20%

in Agricultural implements industry.

8., k,2 FINANCIAL HELP :

The finaneial help sought by the units in different
industries is both for the purpose of purchasing machinery and
equipments and also for purpose of working capital requirements.
The data in this respeet reveals (table 8.6) that all the units
desirous of introduecing improved technology has shown the prob.eml
of finance in implementing the scheme, In few cases the require-

ments of land and building was also mentioned.

8.,4.3 MACHINEAY AND EQUIPMENIS

Next to financial assiStance may be mentioned,
machinery and equipment, Here it means that the units are desircus
of getting assistance in procuring the requisite type of machinery
and equipment which they themselves are not in a positiun to obtain.
In this regard the mechanical industry stood first (807%) compared
to DSMI (75%), general engine-ring (654), and Agricultural

implements (40%) industry.

8,5 MAAKETING PROBLEMS :

Sabicellory
The DSMI industry in <Specifie has shown the problems
RPSCIAS

of marketing. Though dher group of industries have also an
effective bearing with the problem, buty they confingé/only to
the local market. In the case of DSMI industry the marketing
is the main problem, because this industry serveahlmost all the

parts of India.
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The small seale units erngaged in this industry are
poorly placed for assessing trends in market condition, and
changes in consumefs' tastes and requirements. They have difficulty
in establishing contacts with poteritial customers at a distance
or in building up national or international markets, because of
varied limitations, They are also unable to adopt sales-promotion
meagsures such as advertising etc. In the absence of marketing
facilities the small entreprenuer has to depend on retailers,
wholesellers and commission agents, The following table gives
a comparative idea of the channels of distribution of their

products:

Table 8,7 CHANNELS OF DISTRIBUTIONS

1 1

S,No. | Category ! Channels of distribution in % Fres
; I Retailcrs ; Whole ers | Consumers; Govt.
g e -1 - . /Z__;., s B =L

‘/'SG\\/'\-E;F:{(

T Mechanical 1D - 90 -

2 DSMI 0% 60 05 30

qe Agriculturgl 30 - 70 -

Lo General Engg. 20 10 70 -

e e e g—— e el - —

fource : Field investigation

The table reveals very interesting data in this
respect., It shows that DSMI industry is marketing their producte
mainly with the help of whole sellers (60%) compared to—wery
Hmited guentity to consumers (5%) and through Retailers (5%).
About 30% of their production is being supplied directly to the

Governmeiit .ecpartments. Though the major consumer of their
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products are Govt, agencies, and research institutio-s, but out
of their total supplies, only 30% they could directly market 70
the Government agencies and remaining through whole- 1e§icg;§}1ﬂ
retailers, In other groups of industries the products are mair ly

marketed directly to consumer, compared to very small amount

through retailers and wholesellers.,

8.6 DSMI INDUSTRY

In the chapt=r we have discussed the major problems
faced by engineering industries in the area as a whole, Now an
attempt has been made to discuss the problem of DSMI industry in
specific. The historiecal importance of DSMI industry has resulted
in the heavy concentration of DSMI industries in the area. The
heavy concentration of one particular industry in the area has
created many problems for the small entreprenuers engaged in
manufacturing these products, An attempt to discuss the problems
in specific with DSMI industry has been made in the following

lines

8.6.1 SPECIFIC PROBLEMS, OF DSMI INDUSTRY :

Prior to independence Drawing Surveying and
mathematical instruments (DSMI) were being imported from England.
But, after independence Roorkee Instrument Industry fulfilled
almost the entire requirements of the country vhich in the last
2 decades has increased at a fast rate., Most of the dams and
projects are being completed with the aid of Indian Instruments
and foreign exchange worth million of rupees is being saved.

The history of instrument industry at Roorkee is about 145 years

old, Its origin is linked to the mathematical instruments
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office at Calcutta, which was established in 1830 by Sir George
Everest, the then Surveyor General of India, for repairing the
instruments procured from England, In 1833, this office was
reorganised into two central depots for Scientific instruments,
located at Calcutta and Roorkee. Since then the excellient tradi-
tions have been carried out from one gencration to next. The
actual manufacturing of Drawing and Surveying instruments at Roorkee
started in 1847, with foundation of the Thomason Coliege of Civil
Engineering now University of Roorkee. At present there are in
all about 200 Cottage and 100 small seale unitg which are concen-
trated within 12 kms. radius of Roorkee, employing about 1500

persons and producing goods worth R. 7 miidlion ner annum.

In addition to Roorkee instrument industry, some other
industries also started operating at Calcutta (National Instruments
Itd.), Hyderabad and Varanasi. But more than 75% of the total
demand is fulfilled alone by Roorkee instrumert industry. This
Industry supplies all typdés of preeise and sophistieated instru-
ments which ore being used all over the country in different
governmental departments and engineering educational institutions
for the training of technical persons and to meet the day to day
requirements of these wezy trained peoples. Inspite of a century
of its establjshment, the Roorkee instrument industry still s
in the form of cottoge and small scale industry. The majority
of the manufacturers are not fully equivped with sophisticated
machines and still follows manual methods with little capital.

The absence of good machines with them results in the lack of

good qualit instruments and also with the absence of modern
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techniques it is being difficult tokeep pace with modern develop-
ment in instrumentatiors, It is only their old and traditional
skill which is helping them in keeping pace with modern develop-
ments to some extent. Since 1947, the indegenceous products have
replaced almost all the items of DSMI which were imported from
abroad. Thus Roorkee instrument industry is playing an important

role in import substitution by saving the foreign exchange.

The prob.ems of this small scale industry couid be

classified as follows:

8.,6.1.17 Unstable Demand

Tor a survival of any industry and more so in the
case of small scale industries working on extremely limited
resources of working capital, regularity of order is of vital
importance, In this case, all the manufacturers reported the
presence of unstable and seasonal demand, The high demand of the
surveying instruments could only be noticed during January to
March every year, because, unlil.e others this industry mainly
depends on the orders from Government departments and research
institutions wh' ch usually placetheir orders during January to
March, because they receive the sanctions of their funds very

late and usually in the months of November - December every year.

The demand of these instruments could broadly be
divided in two categories 3
(1) Demand of drawing instruments by educat:onal
and research institutions,
(2) Demand of surveying instrumerts by Government

Departments,



__197...
The dimand of the drawing inst;uments by educational

g Apond.
and rescarch institutions, This demand-is—mostly uniform through-
out the‘year, beeause these instruments are mainly arsed. . by
students and are also not very costly. The demand of surveying
instruments by governuent departments. This demend is mostly
seasonal because of aforesaid reasons, The ratio in the demand of
Drawing instrumeits and Surveyirg instruments is about 40:60,
because the surveying instruments constitute a major part and are
consumed in largef quantity by Govt., depmartments all over the Indiez
and are also costly compared to draving instruments. Thus only
40% of the total demand is regular demand and remaining 60% 18
seasonal. Therefore, for 9 morths in a year these units have to
operate on less than their 50% of the capacity and for rernaining
3 months,to m~t the complete demand of instruments, they have to
operate on double of their capacity. But due to the limited
resources and primitive techniques it is not possible to overate
on double of their capacity, and small manufacturers therefore,
supply a poor quality of products to meet the complete demand in
limited time. Although it 1is not in their interest to refuse the
supply but sometime being unable to meet the demand of a good
standard, they have to refuse to fulfil the supply in such a

short period in order to mairtain their reputation.

It is also very much uneconomical and risky to
stock the finished products, whole year in the hope of seasonal
demand inspite of knowing the prices and nature of demand. The
heterogeneous nature of products i.e., hundred$ type§of inatru-

merts with Aifferent specifications is another hurdle in the
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way of keeping the stock., Another it is also found very much

diTficult in the presence of heterogernous products, to forecast
the nature of demand, even Very 0ld and experienced manufacturers
find themselves unable to forecast the nature of demand of these

instruments on the basis of their past exper ence and demand trends

It is clear that the presence of unstable demard
results into firstly the unit to onerate belov their capacity for
most of the time and secondly, to discourage the entreprenuer for

putting more capital in their business for its developments.,

B.6.1.2 Unhealthy competition

Another problem reported by the 80% of the total
gsampled units ﬁggg&the presence of unhealthy competition. This
problem could directly be related with the presence of unstable
demand in the market. AS a fear of uncertain demand, the manu-
facturers try to take as much- supply orders as they can and
even at lower prices in comparison to other manufacturers. The
tendency of selling nroducts at very low prices, naturally
affects the quality of the product, and jncreasesunhealthy compe-
tition in the market. On the other hand buyer himself indirectly
or directly encourages th's practice by purchasing the instrument
on lowest price basis rather than on cuality basis, Thus, in the
presence of unhealthy competitior, most of the manufacturers in
therselves are mumable to produee a good quality, although it 78
very much required for these instruments, Contrary to this,
very few manufacturers who compete on guality basis have found
negligible effect of unhealthy competition upon their business

although it costs much higher and even Some time double than that
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of market price, The goods are sold to those customers, who
Yhese QT E :
purchase quality poods only and alsohgné being exported. but their

number is very small,

£.6,1.3 Quality Problems

To nroduee a good guality of the productg the
complete knowledge about @ﬁgg:components and vorking methods are
very necessary for manufacturers, Most of the manufacturers produce
their produets without knowing much about its technical detail anc
the functioning of the instruments, Thus, it results in poor
quality of the products and even ménufacturers found themselves
unable to check the accuracy of the instrument, During the coursc
of survey of these units, it was observed that most of the manu-
facturers were not well equippred with the requisite technical
skill and management teehniques. It is interesting to note that,
most of the entreprenuers reported their ignorance about the
functional mec@aniSm of most of the instruments, which they are
producin;tzgzgfiast many years. It is only their old dexterity anc
experience, on the basis of which they are nroducing these
instruments. Most of them were also not aware of the institution
a1l faeilities available for helpirg the small units in this respect.
But genersl feeling expressed by entreprenuer was that these
institutions failed to provide required technical help for the
different type of operations., There is also lack of such facilities

in the region itself.

8,6,14 Marketing facilities

Marketing mnnngement is a specialized job

involving technigues of demand creation and sales promotion. A
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limited size of operation and financial resources make small

units unable to hire specialized services for sales promotion.

It was also reported that the buyers did not show a preferred
treatment to the small units in placing orders, in granting the
price nreferences and also in respect of their payments. As it is
knowvn that major purchaser of their products are Government depart-
ments and research institutions. And usually, these buyers place
the orders on lowest quotation basis, in vhich they do not try to
be much more specific about the quality of the products. The delay
in their payments has been found in almost all the cases., Due to
the presence of limited capital resources in hand, it is difficult
for small manufacturers to block their capital for a long time,
hence a majority of small manufacturers are forced to hand over
their production to suppliers at comparatively very low prices.
These suprliers are having good amount of capital in hand to

supply the products to consumers for a long credit because they

do not have to employ their money in manufacturing processes

and they market these products, taken from manufacturers, in their
own brand name and simultaneously also avail all the facilities

of manufacturers provided by Goverrment.

Secondly, it is also difficult for manufacturers to
spare and spend much time in moving from place to place to secure
the orders in the absence of proper marketing facilities, and
in such circumstanees they had to sold their products to/through
suppliers. On the other hand, Suppliers have all the time to
spend on marketing, because they do not have to look after the

manufacturing process, and in such situation they are more
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capable in securing the high number of orders from consumers and
indirectly or directly eompelling the small manufacturers to sell

their products to them at low prices.

This involvement of supplier in the marketing shows
many-fold defects, First, jtf inereases the cost of production.
Secondly, itgféxploitsthe manufaecturcrs, and thirdly, it keeps
consuners far away from the manufacturers, which indirectly or
directly effects the quality of products, However, the need of
nroper marketing faeidities are extremely needed every time by

the small manufacturers for their survival in the industry.

8.6,1.5 Finance :

Another important probiem cSmpared to marketing
problems is inadequate credit facilities, and other operational
problemg in securing eredit from Government and different financial
institutions. Due to the laek of finance, the entreprenuers are
not able to use modern techniques of production, to produce precise
instruments which has it significance fer this industr;;po compétc
others in the field and also to keep $iae pace with other technolo-
gical developments in the field. The problem of procuring the
working capital was very much emphasiZed by the entreprenuers. Th
problem of iuadequate credit facilities become much more acute in
the case of small units, working on limited resources and under
poor marketing conditions and other nroblems, Most of them revor-:
ted about vorious proeedural formalities, the inordinate delay 1in

getting loans sanctioned and allocation of inadequate amount of

capital by banks and other financial institutions,
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On the other hand the financial institutions and Bank
officials reported that in most of the cases, the problem of finance
allocation arose due to poorly documented applications., During the
course of survey it was found that only few units cou' d obtain as
much assistanee as they needed from the banks and other agencies,
as long as they are able to fulfil the formalities Qf these irnstitu-
tions. Generally these financial inStitutiorS_ﬁggftB‘show their

ket pLessruss

inhelpness and to reject the application because the entreprenuers
were unable to fulfil the requirements of the banks and are also
not very much able to convince the bank abolt the viability of
their project or were not able to produce a good project plan to
the bank because of their lack of knowledge. Most of the Entre-
prenuers had also shown their lack of awareness about the institu-
tional facilities available to assist them, because of their

illiteracy and lack of proper advertisement about these facilities

also.

To ensure regularity of supplies against orders, it
may become necessary to make available essential raw material to
small units. The extent of availability of raw-material varied
from industry to industry, but it was reported that inadequate
supply and allotment of raw-material was the most important
bottleneck in most of the cases. The basic problem relates to
the non-availability of the raw-mateirial in time ,in required
guantity and quality from Government quota control market, The
procedure of raw material allotuent is very long and tine

consuming, it tokes a long time in getting the allotment of raw -
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material auota. Simultaneously, to take a big assignment o; raw
material from Government is\only bereficial for big manufacturers
but it is very difficult for small units to take such a big assign-
ment at a time because of their limited resources. Theynced a

FEWN
small amount of raw-materialﬁ?ime to time.

In the absence of such facilities the small units have
to pay exhorbitant rate for the purchase of raw-material from the
opan~-market,; a8 their working capital resources are meagre and
they do not also have the organisational machinery to make
eeonomic purchases. These problems naturally force the unit to

operate at low capacity and low profit.

8.6,1.7 Production

The small unit suffers from the general inferiority of
their technical equipments. Similarly, in the case of instrument
industry the problem in respect of production are as follovis:

1. The lack of testing equipments,

2. The absence of sophisticated machines and dividing,
graduating and milling machines,

3. The absence of heat treatment faeilities.

The absence of good mochires and production techniques
results in the lack of good quality of products and interchangec. -
bility of the parts, In the absence of such sophicticated
machines these small manufacturers found themselves unable to
produce a—first standard goods., To produce first mark goods,theé
need of sophisticated machines and téchnical training is felt
very much. Although QM (Quality Certificate mark Scheme of

U,P.Government) stondardgare which they are following but this
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standard is not widely aeceptable or accepted, In the absence

of such standards it was found difficult to replace the

broken and wormn out parts, easily. It is only the inherited

skill and dexterity which compensates to & certain extent the

deficiency of modern eqguipment.
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RECOMMENDATIONS




In this concluding chapter, attempt has been made
to weave together some of the important threads spread over in the
previous chapters of the present study. It may be recalled that
for the nurpose of this study, a sample of 55 small scale enginee -
ring units was selected for analysing their problems, In the
survey the information of a qualitative and quantitative nature
was collected. The qualitative information was 1in the form of an
opinion survey which were collected from entrepreneurs-managers
besides, personal discussions. The remarks presented in this
chapter are based on the information collected during the survey.
However, the remsrks have validity as far as the area of enquiry
is concerned but many of suggestions are likely to have relevance

at the national level also,

Economie planning in India has brought a number of
changes in Indian Economy dur ng the last thirty years, but 8o faY
we have miserably failed to absorb the inecreasing labour force.
This failure has culminated in growing discontent on account of
imbalances and economic disparities. One of the Viorld Bank report
recently published, has mentioned that two out of every three
job seekers are moving to urban areas in search of gainful employ -
ment. Our policy makers thought that the development of small
seale industries which are labour~intensive would solve this
problem and generate employment for the ?eople in thelr own

areas., DBut the Government policy in order to protect the
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interests of small secale industries to ensure self-employment in

large number, is far from satisfactory.

Various State Governments and public sector agencies
are showing their interest in providing all sort of facilities to
small entreprenuers, But while nev units continue toleowe. up,
the performance of many those already set up are unsatisfactory.
The follow up study reports by financial institutions, highlight
a disturbing factor that a large number of small scale industries
at present are in serious difficulties ard this has a demornalising

effect on the entreprenuers,

While the objeet of setting up more and more cmall
seale industries is laudable and in the best interest of the
nation's economic growth, the approach in this direction will have
to be more realistic and effeetive. Here efforts are being made
to present some recommendatiors which may be considered by the

experts for whatever worth they are,

9.1 PRODUCTWISE GONSORTIUM. :

Small seale industries in the area suffered from
many major problems, effecting the growth of small scale industries
Qut of various problemgythe problem of marketing was emphasized
time to time. a8 discussed in earlier chapter that SSI cannot

A ay v : HeXe .. .
afford the costly system of mar-eting. o this reference it 1S
found necccsary to suggest same method for marketing of their
products. In this problem the method of developing a productwise

consortium could be advised, Specially, to deal with the marketing

problems of DSMI industry, the State Government could promote a
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Consortia, develop a common brand name and push on the products
of DSMI units into the market., The proper arrangement for quality
control of these products should be done by Consortium, instead of
individual units. There should be a sales team, consisting of
sales-representatives with Consortium. The sales representatives
shou'd be employed on salary-cum=-commission basis, this will

promote them to work hard to achieve their results,

This consortium system will help the small entre-
prenuer engagedinmanufacturing DSMI, in marketing their products
more easily and at fair pripes. This system will also help in
eliminating the unhealthy competition prevailing in the industry.
The producers would ¢oncentrate on productioniand its quality
instead of wasting time in running frow place to place in search

of market.

9.2 INTEGRATED FINANCIAL SCHEME :

The nroblem of finance with small entreprenuers
are well known., Quite often the entreprenuers complain about the
problem, while on the other hand pankers claim that they hardly
reject any bankable proposal. Tt was also observed that entre-
prenuers prepare the feasibility reporto ‘Y*\Cu'h‘ m 0\’9‘@\’ e Saf’ub‘} The
. . - Uithout cony odind freslile owlysis «fthe nalireot o
foWWbduﬁ»ﬁmﬂw&@g'ﬁﬂVﬂﬂxtéyw@-bdhkg Also the incompetency of m=%e

officers at Branch level, to evaluate these reports could not

be denied.,

To meet vith the financial problems of small
entreprenuers, a simplified procedure should be implemented.

The I.C.Puri Committee wh:ch was set up recently has also
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recommended simplified applications and aprraisal forms be
adopted by all bankers for finanee upto R. 25,000 and advances
between ,25,000 and B, 2 lakh, To deal with the finance problem
of small entreprenuers in the area the f&ilowing suggestions

could be made,

Beside implementing the simnlified applications
forms, the Banks should not ask for third party guarantee and
should accept equitable mortgage. The repayment of loans should
be based on realistic assessment and instalments should be collected
after the unit starts operating in surplus. To avoid the problem
of inordinate delay, more discretionary powers should be given to
local Banks managers and the time.;jgéggibuld be laid down for

disposing off the credit applicatipns within the period of four

wecks from the date of receipt,

At the time of financing the unit the "economic

viability"” of the projeet should be considered anstead of "eredit

w e Twine 25
EQEEDXBQSS” of the unit, This will help in coming up the pros-

vective entreprenuers with good project reports., This will also
help in rural industrialisation directly or indirectly. The
department of Industries,U.P, should take more active interest

in financing these industries.

9.3 TECHNOLOGICAL IMPROVEM:NT

The problem of production relates with the need
of technological improvement in small scale industries, The
absence of good machines and proper testing facilities are the

\ ) e O oal i
major problem of this sector, In this reference the following

are sugeested
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9.3.1 Establishment of Instrument Complex

To deal with the specialised technical services
regquired by small secale engineering industries in the area, an
instrument complex should be developed., This instrument complex
should be equipped with modern machines and equipment for providing
specialised jobs and testing facilities to the small entreprenuer.
These complexes should be established on industrywise require-

T L@ e
ments., The facilities of instrument complex will lead #m<better
quality control of their products. In the absence of such
testing facilities the small units are not able to control gquality

of their products. With specific need to DSMI industry omne Heat

treatment plant should also be established. s Millads in—the—~
vettor achhevement of their GuaEsty.

9.3.2 Technical consultancy

It can be emphatically stated that one of the
most important and effeetive service that could be provided to
the small scale industrialists, is to make available to them the
technical expert serviees, In the absence of such technical
consultancy service directly or indirectly, the units are forced

to operate below their eapacities.

In this regard, the expert technical consultant
should visit the unit to study their individual problem on the
spot and render adviee and assistarce to the entreprenuers. if
such a service is made available properly and adequately, it

_ ol Fe ol Liase; I
would help in achieving more farigg%gggggggiﬁgesults in individual
small scale industrial unit than any other non-ofiicial service.

The field survey in the area had also revealed the non-awarencss
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aboit the better techniques of production among small entreprenuers,
Such extension services will help the small entreprenuers in
increasing their productivity, reducirg the cost, increasing the

profitability and better qual ty control.

| e ap— - — et

It may be considered the next important aspect to
be discussed in this reference. The need of proper training
facilities to entreprenuers, will help small industrialists in
managing their small unit much more effectively. Secondly, it
would help in training the wor ers in some specialized job. The
training to small entreprenuers may be of value to the whole range
of management problems, including problems of production and
technology, costing, buying and selling, finance and labour
management, In this éé%ggg;;gfkhe following type of training

should be extended,

To improve the lack of management knowledge in
small entreprenuer the management courses should be organised

in the area, keeping the following objectives in mind :

1. to provide management knowledge, to help them in
achieving short-term results in the form of lower

cost or a larger volume of sales,

2, to increase the knowledge required for efiecting
basic changes in the firm's structure or policy,

resulting in long-term benefits.,
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It is fortunate that Roorkee has a technical Insti-
tute of International repute with all sort of expertise in
education and training, it will therefore not be out of place
that the Depaprtment of Industries should form some sort of liaison
with the University of Roorkee and arrange to organise short term
training courses for entreprenuers. The i(actory owners should be
made to realise that the expenses on train ng would raise their
skill of managers and workers and, therefcre, it is sound invest-
ment which has good returns. Some courses could be suggested like
problem of technical know=how, Marketing management, Sales promo-
tion, Export prospects, Sost and Accounts, Management, labour
relations, quality control, application of modern management
technique to S5SSI etc.etey, A discussion with the concerned depart-
ment of University of Roorkee and @uthorities revealed that the
University will be glad to offer such facilities. Though some
Government institutions are busy in organising such type of
entreprenuer development programmes at various places. But since
long no such programme has been organised at district Saharanpur
to train the small entreprenuers, It is alsoc not understandable
that why Department of Industries, U.P. is not taking any initia-
tive to organise such trriring programmes at Saharanpur or
adjoining areas. In organising such programmes Industries Depart-
ment could persuate University of Roorkee to establish some
permanent laison of this sort so that even the class room educa-
tionr becomes reglistic and meaningful. This would ultimately

result in the training in entreprenuership which in turn will
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bring young engineery  into entreprenuer.

In each specific area there should be required to
assign a bateh of 15-20 trainees. It is further suggested to
organise such training courses during the off-season of these
industries. During the off-season, the entreprenuers would be
able to spare much time in attending such courses. The course

may be designed for 2-3 wecks =

9.5 MACHINE SHOP TRAINING FOR WORKERS

For improving the skill of workers and their techni-
cal knovledge the arrangements for training the workers on speciea-
lised machines, should also be made, time to time in the area. In
arranging such training eourses the University of Roorkee could
again play a vital role. The batch of 10=15 workers could be
trained for 6-8 weeks during the evening hours. The security of
their job should be assured by Industries department and some
stipend may also be given to trainees. Such courses may be arran -
ged keeping the techniecal need of particular industry in that

local area in mind,

9.6 ARRANGEMENT OF RAW MATEHIAL :

A set-up of'raw-material Depot' in the ares, o
fulfil the raw material need of small entreprenuers is advisable.
The state Government should come forward to establishing one raw-
material depot which will cater from time to time requirements
of the small units at fair prices. The depot should be well
equipped with all sort of Scarce raw-material needed by small
units of the area, This will help the small sector in making

fair purchases., The Consortium suggested above would also deal
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vith the problem of purchasing raw material at a reasonable price
and at a proper time. The Consortium with the help of Government
and Bank can easily manage credit purchases on reasonable terms.
Tt would also be possible for the Consortium to collect their
periodical demend of a particular type of raw material and make
whole sale purchase, This would bring down the prices at which
raw material is procured, as it would enable to reap internal

as well as external economics of the sale of production.

9,7 ESTABLISHMENT OF INDUSTRIAL DSTATE :

looking forwvard the increasing trend of small scale
industries in Saharanpur proper the establishment of one Industrial
Estate is proposed. The establishment of such estate 1in Saharan-
pur will help in removing the congestion from the industry and
also lead in providing proper infra=structural facilities to small
units which they are lacking, The establishment of Industrial
Estate at Saharanpur will also help the prospective entreprenuers

=

coming from rprdl areas to set up their unit.
.-/

The study made in this line resulted in the
selection Jf two proper industrial estate sites - (i) Nazirpura
site, and éii) Delhi road site, The Central Government study
team has also proposed the establishment of industrial estatec

at such places.

1. Nazirpura Site : This site comprises of a plot of land

which measures 44,9 acres lying at the distance of 200 metres
from the clock tower - star paper mill road. It is about 3 Kum.
from Saharannpur railway station. The land is barren and belongs

to the railway department, It is also reported that Railway
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department could release the land in favour of Industries depart-
ment. The 132 KVA power étatjon functicning in the compound of
star paper mill, would be able to meet the electric requirements

of Industrial estate,

2, Delhi road site : It is situated on the Saharanpur-Delhi

road and is well connected,‘bav;lnetalled road. It ig situatad

at the distance of 5 Kms, from the Saharanpur railway station.

It is bounded by Saharanpur-Delhi road in the east, the dismantled
metre guage line in the west, ITI in the north and agriculture
farms inthe south., At present the land is under cultivation but
has shown as Industrial area in the master plan of Saharanpur.

The power reguirement of Industrial estate could be met by 11 KVA

sub-power station situated in the ITI campus. (Fiz.9.1;

Our estimate Jeads us to the conclusion that atleast
100 sheds should be developed of type 1 and 2 to cater the need
of tiny units in the area, It should not be forgotten that
establishment o' such estatey,would result in to the no. of ‘'group
benefité' which would be beneficial for all the concern and would
bring down their production, selling and onerational cost. The
concept of consortium and integrated finance would be more
meaning ful when industries are concentrated at one place. This
would enable them to have group advertisement, and taking up
of group research project for some specific problems and bring
out some joint trade journal or invite specialists. This would
also enable to give a practical shane to our conclusion regar-

ding the ectablishment of more intimate contact of institute
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of training and Industries department or Banks. In the reference
of estate at consbrtium, it would be very difficudt rather impossi-
ble to give practical shape to what has been narrated in the above

paragraphs,

The above is the brief account of the humble recommen-
dations made based on our obsemvations and study. It is felt that
if the neccssary efforts are made on the above line, then SS Engg.
Industry in the area would acquire a more respectable status in
the structure of the Industrial Economy of the district. It is
hoped that this study though not completely exhaustive and without
limitation would open up scope of similar studies. We do not claim
finality or infaliability or the perfecfion in the conclusion

arrived at. We simply hope that a new ground has been opened up.
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QUESTIONNAIRE

1. Name of Establishment
2. Group of_Classification 3
3. location
L, Sample Nog
5. Nature of industrial activities : (CIRCIE ONE CODE )
1. Manufacturer, 2, oupnlier, 3. Job work, 4. Assembly,

5, Repair/Servicing, 6. Ancillary, 7. Any other( SPECIFICY).......

6. Type of Bstablishment (CIRCIE ONE CODE)
1. Individual Provrietorship, 2. Partnership: Joint Family,
3., Partnerships: Others, 4. Cooperative Society,
5. Any other (SPECIFIL) ..gevseses

7. Year of Establishment
8. How was the Industry Established? (Circle one code)
1. Inherited, 2. Purchased, 3. Self started.
9., Why you established your fifm at this place? (CIRCIE ONE CODE)
dits to the factor ofts
1., Raw material, 2. labour, 3. Access of Market,4. Site and
service, 5. Finanee, 6. Home plaee of owner, 7. Any other
(PRI s e samarsnvamesiFe NASDE
10.Is the industrial aetivity a primary or a secondary source of
income to the owner or owners? (CIRCLE OIE CODE )

1., Primary 2, Ceeondary.

11.Is production perennial or seasoral? (CIRCLE ONE CODE)

1. Perennial, 2, Seasonal.
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12, If seasonal, circle codes for a1l months of operation:
1, January, 2. February, 3. Merch, Y, April, 5. May,
6. June, 7. Juiy, 8. August, 9.Scptember, 10, October,
41 .fovember, 12, December, 98, Not app. 99. WA/DK,
13, Number of sh’ fts normally worked:
14, Number of days worked in 1976/1ast accounting year:
15, Other particulars (CIRCIE ONE CODE)
1. Whether located in backward areas 1. Yes 2. Ho.
2, Whether located in R.1.P. area 1. Yes 2.No,
3. Whether registered under Factories Act. 1. Yesg 2.No
4, Whether registered under Govt, store 1. Yea 2.,M0
purchase prograrmme,
5, Whether having machines on hire purchase
from NSIC/SSIC or any other (SPECIFY)..... 1. Yes 2.Wo
6. Wnether product confirm to ISI/OM std. 1. Yes 2,No
16. Details of mach'nes/equipment installed:
8l.; Name of moch/BEquip.installed ' Year of !' 1. Indian or
No, ! L o ' purphase ] 2. Tmported
i SR T e
y B

e p——— e ——— . — —



—~iii-
17 . Products and Production Strueture:

Byt Ttems ! Code 1 Unit ) Productlon 1 Ve,
no. { i i of 3 92,175 I _1975-76_ | Cap.
} ! I Quan+ Oth Valud ﬁtyJ leud

‘l : J_tltV| i’y -_L-___
L § b A, S, Sy LT L P 2 T
1.

o) wn
= o E_‘

=
351 8

©
ey
-

6.

7, Sub-total (1 to 6)

O
BY-PROD-
LS

Y
(@)

11. Sub~total(8 to 10)

12, Repair & maintenanee

13, Other

1%, Total(7+11 to 13)




18, Employment =nd Wage Structure: v

51, Categories Tiver4 No. | Av.wagd Bonu§ Total anrual
NG - lage ! more! mner 1 Bh0e ) o Bt
e i Fes.) regdd penih | _,.L.Z,[;E?i'i.75g,2§
1 ] : i 21 — — L 3,-__ ! ,ﬂ:- L e ,,_', — 6}- L,__, 7,-.1.-,. .

1. Unskilled
2y Ekilled
3, ITI/Tech,

., Sub=total(1 to 3)
5. Owners family memn,
6. Managerial

7. Supervisor/Clerical
8. Tota (8 to 7)




19. Capital &tructure:

(a) Fixed Assets

s p— -

(b) working Assets

--v-_

——— . P o e . WL % 4 e

e

L e R i il \ R S [} T e
i } f \
a1, ! Ttems | Value | Amount £1.] Items | Value | Amount
no.: | | | more N, i ! more
. ST TR | . T SR OIS
.1.._9_‘ ,_]'...__,...... Zlf L lc __L_,_. ):!-J_._.L_,._E_‘,.J. Sl .6_0_ . e ._7 i ,-L e
T leand 1. Material
Annual lease Fuels etc,
Amt . Ps,
2, Semi~finished
2, Building goods in
Monthly rent stock
Amount [s,
3. Pro wuct
by-prod.
3. Sub-total(1+2) 4, Cash
5. Receivable(+)
4. Machinery WS
eqUip. 6. Payab e(-)
Ba Tools
6., Other fixed

e e o e =

asscts

Total(3 to 6)

e g———

Total(1 to 5)




._vi...
20. Cost strueture: Raw Material Consumed,

Codd Unit | ; Con sumed 2 _.._5 Easi }3’"'
of 1 1024_25,'m 1975 -7 1 availa-
'Oty. v g
L]

!

B 5 ' Value] Qty., Value! ble

: i : i : 1.Xe8
! 1 i ! |

24N
t T o o o 1 "6“"“'?" N 7 i & G a =

‘__1,,,_.,_,.,_2..",,,, R R e 7.!_ e e L TN

A, IMPORTED

Sl. .| Name of raw
0. Material

sl - . > >

— -

1.

2
3

Sub~total(1 to 2)

B. LNDIGENEQUS

8, Sub~tota.(% to 7)
9. Packeging Material

Total (3+8+9)
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21, Cost structure contd: Fuel, electricity and other costs

TSRS G ARG TS
No, ' . B,
o et ML IO U
1
!
1« Fgels j
t
B. Hleetricity '
1
3. lWater ;
|
Y, Other costs: ¢
t
a) Advertisement ,
b) Transport :
¢) Insurance ;
d) Sales Tax ;
e) Income Tax '
f) Deprecintior ¥
g) Unaccounted ,
t
AT - | M ENELT LS e i S s e e T T =
y 1
TOTAL '

e i ey A e emr—— - e W I . oy Sl e e e S i Tty

22, Market structure : Give percentage of supply.

1. To whole=seller .. £y Lo -BUtal s

3. To consumer L4, To Government

O To export . 6, On order

7. Anv other (SPECIFY)

23. Is there any better method of manufacturing available for
your coducts 9

1. YeB 2, No

It yis, what problems are there in adopting it (CIRCLE OKE
CODE

1. Financial, 2, Skill, 3. Risk, %, Enterpreneural
dgifficuities, 5, Any other (SPECIFY)

£, Not applicable 9, NA/DK



2k,

25 i

=L

If your producticn capacity is not fylly utilised give reason
why? Due to the lack of =

1. Finance, 2, Raw material, 3. Technical know-how
Y, Demand, 5. Skilled labour, 6. Any other (EPRCIRYL). o SESind

8, Not apnlicable, 9. NA/DK

Problems: Do you face the problem of:r
(a) Unstable demand? 1, Lo 2, No 9, NA/DK
Ifyes,(EXPUHN) T T U L

(b) Unhealthy competition 1. Yes 2, No 9, NA/DK

If yes, (EXPLAIN)

(¢) Training programme 1, Yes 2. No 9. NA/DK

If yes, (EXPLAIN)

(d) Marketing facili- 1. Yes 2, No 9, NA/DK

ties,

If yes, (EXPLATL)
(e) Iabour migration 1. Yes 2, No 9, NA/DK

If yes, (EXPLAIII)

(f) Bed tapism in Govt. 1. Yes 2. Mo 9. NA/DK
offices,

If yes, (EXPTAIN) St e e

(g) Raw material 1, Yes 2. No G, NA/DK

If yes (EXPLAIN)

(h) Power shortage 1. Yes 2., No 9, NA/DX

If yes (EXPLAIN) g s g ST TSR
(1) Finances 1. Yes 2. No 9, NA/DK

If yes (EXPLAIN) N
(j) Production 1. Yes 2.No 9, NA/DK

e o i i A i T

If yes, (EXPLAIN)
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