CHAPTER-4

4.1 - INDUSTRIAL POLICY
RESOLUTION-1948

After the attainment of India’s Independence, within less than one
year, the National Government on April 6, 1948, announced a comprehensive
industrial policy which attempted to demarcate definite spheres for government
undertakings and private owned industries and also indicated the broad lines

of state regulation and control of industries.

The Industrial poliéy Resolution of 1948 was preceded by the
statement of government’s industrial policy (April 1945) which sought to
give greater precision to the principle of industrial reconstruction embodied
in the second report on reconstruction planning. This statement was essentially
in the nature of an answer to the persistent demands from the private sector
for a clear enunciation of government’s policy of industrial development
after the Second World War. The need for a conscious industrial development
policy for India was visualized by the national leaders long before the release
of formal statements. The Congréss Party’s National Planning Committee
had, at a meeting in 1938, set the tone by explicitly declaring the need for
having state-owned or coritrolled key industries for the pursuit of the general

objective of rising income and national self-sufficiency. The Commuittee also
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took the view that the establishment of heavy and bdsic industries was
necessary as a strategic measure in a plan for industrialization without, however,
including the development of cottage or small industries. This view of the
National Planning Committee was endorsed at the subsequent meeting of the
Advisory Planning Board. 1t is likely that the widespread support for co-
ordinated industrial planning to bring about fapid increase in standards of

living and fundamental changes in the economic and social structure persuaded
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the government’s planning and Development Board to release a statement of |

the government’s industrial policy in 1945 which largely accorded with the

vic .. 5 of the politicians.

The industrial policy statement of 1945 made a radical departure

from the laissez faire economic policy pursued by the British Raj. The -

statement prbvided an eﬁ_tirely new approach and a new thrust to economic
policy in the country. It advocated, for example, explicit government control
of 20 key industries of ownership of many heavy industries. Basic industries
of national importance were to be nationalised if adequate private capital for
their development was not forthcoming, The candidates specifically mentioned

for this treatment included aircraft, automobiles, tractors, chemicals, dyes,

iron and steel, prime movers, electric machinery, machine tools, electro-

chemicals, and non-ferrous metals. The statement proposed the use of
licensing and other controls to achieve a multiplicity of objectives including

prevention of monopolies and regional concentrations, the setting up of a

system of targets to determine the correct lines of planned development and



thus also to prevent private capital going in the direction of excessive profits.
The statement also indicated that these measures were intended to secure fair
wages and security for industrial workers among other objectives, elimination

of excess profits and improvement of quality of goods.

There is really very little to distinguish this statement of intentions

from the Industrial Policy Resolution of 1948. 1t is likely to have guided the
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actual scope of government intervention in the heyday of planning. The first

Industrial Policy Resoluﬁon of 1948 was essentially modelled after Jawaharlal
Nehru’s thinking and the general tenor of debate in the Congress party’s
sub-committee which prepared an economic programme for the new
government. It is also interesting to note that the industrial policy of the

government preceded the establishment of the Planning Commission.

Much attention was given by the Government of India to the
economic problems facing the country. The nation has now set itself to
establish a social order where justice and equality of opportunity shall be
secured to all the people. The immediate objective is to provide educational
facilities and health services on a much wider scale, and t.o promote a rapid
rise in the standard of living of the people by exploiting the latent resources
of the country, increasing produétion and offering opportunities to all for
employmenf in the service of the community. For this purpose, careful
planning and integrated eff.o‘rt over the whole field of national activity are

necessary; and the Government of India propose to establish a National



Planning Commission to formulaté programmes of development and to secure
their execution. The présent statement; however, confines itself to
government’s policy in the industrial field. The Resolution further emphasised
that any improvement in the economic conditions of the country postulates
an increase in national wealth. A mere redistribution of existing wealth would
make no essential difference to the people and would merely mean the
distribution of poverty. A dynamic national policy must, therefore, be directed
to a continuous increase in production by all possible means, side by side
with measures to secure its equitable distribution. In the present state of the
nation’s economy, when the mass of the people are below the subsistence
level, the emphasis shbuld be on the expansion of production, both agricultural
and industrial; and in particular on the production of capital equipment, of
goods satisfying the basic needs of the people, and of commodities the

export of which will increase earnings of foreign exchange.

It is important to note that the problem of state participation in
industry and the conditions in which private enterprise should be allowed to
operate must be judged in this context. The role which the state had to play

in the economic life of the country was defined in the following words:

It is needless to note that the state must play a progressively active
role in the development of industries, but ability to achieve the main objectives
should determine the immediate extent of state responsibility and the limits to

private enterprise. Under present conditions the mechanism and the resources
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of the state may not permit it to function forthwith in industry as widely as
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may be desirable. The Government of India are taking steps to remedy the

situation; in particular, they are considering steps to create a body of men
trained in business methods and management. They feel, however, that for
some time to come, the state could contribute more quickly to the increase
of national wealth by expanding its present activities wherever it is already
operating any by concentrating on new units of production in other fields,
rather than on acquiring and running the existing units. Meanwhile, private

‘enterprise, properly directed and regulated, has a valuable role to play.!

Depending on these considerations the government have decided
that the manufacture of arms and ammunitions, the production and control
of atomic energy, and the ownership and management of railway transport
éhould be the exclusive monopoly of the central government. Further, in any
emergency, the Government would always have the power to take over any
industry vital for national defence, In the case of the following industries, the
state which in this context, includes central, provincial and state governments
and other public authorities like municipal corporations -- will be exclusively
, resbonsible for the establishment of new undertakings, except where, in the
national interest, the state itself finds it necessary to secure the cooperation
of private enterprise subject to such control and regulations as the cenfral

government may prescribe: -

1. Coal (The Indian Coalfields Committee’s proposals will be



generally followed);
2. Iron and steel,
'% Aircraft manufacture;
4, Shipbuilding;

5. Manufacture of telephone, telegraph and wireless apparatus,

excluding receiving sets; and

6. Mineral oils.

It 1s important to point out that while the inherent right of the state

to acquire any existing industrial undertaking will always remain, and will be

exercised whenever the public interest requires it government have decided

to let existing undertakings in these fields develop for a period of ten years
during which they will be allowed all facilities for efficient working and
reasonable expansion. At the end of this period, the whole matter will be
reviewed and a decision taken in the light of circumstances obtaining at the
timé. It is decided that the state should acquire any unit the fundamental
rights guaranteed by the constitution will be observed and compensation will
be. awarded on a fair and equitable bases. Management of state enterprise

will, as a rule, be through the medium of public corporation under the statlntow
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control of the central government, who will assume such’powers as may be

necessary to ensure this.

It 1s significant that The Government of India have recently
- promulgated a measure for the control by the state of the generation and
distribution of electric power. This industry will continue to be regulated in
terms of this measure. The rest of the industrial field will normally be open to
private enterprise, industrial as will as cooperative. The state will also
progressively participate in this field; nor will it hesitate to intervene whenever
the progress of an industry under private enterprise is satisfactory. The central
government have already embarked on entexﬁriseé like larger river valley

developments, which are multipurpose projects of great magnitude involving
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extensive generation of hydro-electric power and irrigation on a vast scale, -

.' and are calculated in a cbmparatively short time to change the entire face of
l.arge areas in this country. AP-rojects like the Damodar Valley Scheme, the
- Kosi Reservoir, the Hirakund Dam, etc., are in a class by themselves and can
stand comparison with any of the major schemes in America or elsewhere.
The central government have also undertaken the proiduction of fertilizer on
a very large scale, and have in view other enterprises like the manufacture of
essential drugs, and of synthetic oil coal; many provincial and state

governments are also proceeding on similar lines.

[t must be said that there are certain basic industries of importance,

apart from those mentioned in paragraph 4, the planning and regulation of
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which by the central government is necessary in the national interest. The
following industries whose location must be governed by economic factors
of all - India import, or which require considerable. investment or a high

degree of technical skill, will be the subject of central regulation and control.

—

. Salt.

2. Automobiles and Tractors.

(8]

. Prime movers.

4. Electric engineering,

Wh

. Other heavy machinery.

6. Machine tools.

~

. Heavy chemicals, fertilizers and pharmaceuticals and drugs.

oo

. Electro-chemicals industries.

9. Non-ferrous metals.

10. Rubber manufactures.

11. Power and industrial alcohol.

12. Cotton and woollen textiles.



13. Cement.

14. Sugar.

15. Paper and newsprint.

16. Air and sea transport.

17. Minerals, and

18. Industries related to defence.

It must be pointed out that the above list cannot obviously be of an
exhaustive nature. The Government of India, while retaining the ultimate
direction over this field industry, will consult the governments of the provinces
and states at all stages and fully associate them in the formulation and execution
of plans. Besides these government, representatives of industry and labour
will also be associated with the central government in the Industrial Advisory
Council and 6ther bodies which they propose to establish, as recommended

by the Industries Conference.

There is no denying the fact that cottage and small-scale industries
have a very important role in the national economy, offering as they do scope
for individual, village or cooperative enterprise, and means for rehabilitation
of dislplaced persons. These industries are particularly suited for the better

utilization of local resources and for the achievement of self-sufficiency in
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respect of certain types of essential consumer goods like food, cloth and
agricultural implements. The healthy expansion on cottage and small-scale

industries depends upon a number of factors like the provision of raw
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materials, cheap power, technical advice, organized marketing of their produce,

and, where necessary, safeguards against intensive competition by large-
scale manufacture, as well as on the education of the worker in the use of the
best available technique. Most of these fall in the provincial sphere and are
receiving the attention of the goVemments of the provinces and states. The
resolution of the Industries Conference has requested the central government
to investigate how far aan in what manner these industries can be coordinated
and integrated with large-scale industries. The government of India accept
this recommendation. It will examined, for example, how the textile mill industry
can be made complementary to , rather than competitive with, the handloom
Jindustry, which is the country’s largest and best organized cottage industry.
In certain other lines of production, like agricultural implements, textile
accessories, and parts of machine tools, it should be possible to produce
components on é cottage industry scale and assemble these into their final
production at a factory. It will also be investigated how far industries at

present highly centralized could be decentralised with advantage.

- It 1s seen that The resolution of the Industries Conference has
recommended that government should establish a cottage Industries Board

for the fastening of small-scale industries. The Government of India accept

this recommendation and propose to create suitable machinery to implement



it. A cottage and small-scale Industries Directorate will also be set up within

the Directorate General of Industries and supplies.

One of the main objectives will be to give a distinctly cooperative
bias to this field of industry. During and before the last war, even a
predominantly agricultural country like China showed what could be done in
this respect, and her mobile industrial cooperati.ve units were of outstanding
assistance in her struggle against Japan. The present international situation is
likely to lesson to a marked degree our chances of getting capital goods for
large-scale industry, and the leeway must be made up by having recourse to

small-size industrial cooperatives throughout the country.

It 1s recognised by the government, however, recognize that their

objective, viz., securing the maximum increase in production, will not be
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realised merely by prescribing the respective sphere of the state and of private -

enterprise in industry. It is equally essential to ensure the fullest cooperation
between labour and management and the maintenance of stable and friendly
relations between them. A resolution on this subject was unanimously passed
by the Industries Conference which was held in December last. Among other

things resolution states.

As a solution measure the system of remuneration to capital as well
as labour must be so devised that, while in the interest of the consumers and
the primary producers, excessive profits should be prevented by suitable

methods of taxation and otherwise, both will share the product of their common



effort, after making provision for payment of fair wages to labour, a fair
return on capital employed in the industry and reasondble reserves for the

maintenance and expansion of the undertaking.®

The Government of India accepted this resolution. They also
consider that labour’s share of the profits should be on a sliding scale normally
varying with production. They propose, in addition to the overall regulation
of industry by the state, to establish machinery for advising on fair wages,
fair remuneration for capital and conditions of labour. They will also take

steps to associate labour in all matters concerning industrial production.

The machinéry which government propose to set up will function
at different levels central, regional and unit. At the centre, there will be a
Central Advisory Council which will cover the entire field of industry, and
wi'' have undeéf it committees for each major industry. These committees
may Be split up into sub-committees dealing with specific questions relating
to the industry, e. g., production, industrial relations, wage fixation, and
distribution of profits. The regional machinery under provincial governments
will be provincial advisory boards which, like the Central Advisory Council
will cover the entire field of industry within the province, they will have under
them provincial committees for each major industry. The provincial committees
- may be split up into various sub-committees dealing with specific questions
relating to production, wage fixation and industrial relations. Below the

provincial committees will come the works committees and the production

92



committees attached to each major industrial establishimeht.

The works committees and the production committees will be
bipartite in character, consisting of representatives of employers and workers
only, in equal numbers. All other committees will be tripartite, with

representatives of government, employers and workers.

Government hope that the machinery proposed will substantially
reduce the volume of industrial disputes. In the case of unresolved conflicts,
government trust that management and labour will, in their own interests and
in the large interests of the country agreé to settle them through recognized
channels of conciliation and arbitration, which will be provided by government.
The Industrial Relations machinery, both at the centre and in the provinces,
is being strengthened, and pernmanent Industrial Tribunals are being established

for dealing with major disputes.

It is seen that The Government of India are also taking special stepé
to improve industrial housing as quickly as possible. A scheme for the
construction of one million workers’ houses in ten years is under
contemplation and a Housing Board 1s being constituted for this purpose.

The cost will be shared in suitable proportions between government,

employers and labour, the share of labour being recovered in the form of a

reasonable rent.
3l]

T get quick decisions on the various matters arising out of the
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Industrial Truce Resolution, government is appointing a special officer.

The major idea in the Industrial Policy Statement was desired to
cot: ol the capitalistic form of industrial organization and to introduce a
form of institutional framework which was called “mixed economy”. As a
matter of fact, the term is not a happy one since every economy 1s a mixed
economy. It is well - nighf impossible now-a-days to think exclusively in
terms of state and private enterprise. The policy treated two sectors -- private
and public. The former was and continued to be the major sector. But the
state also made a modest entry in the field of industry. The relative importance
of these sectors of economy help us in calling a system capitalistic or
socialistic. In India, there was a large sector of industrial activity already
under the control and management of the state, e.g., the entire railway system,
the postal, telegraphic and communication services and many public utilities
were beilng owned by Central or state Governments. Some of the State
Governments were also running industrial enterprises‘ prior to the
announcement of this industrial policy. Hence, the idea of mixed economy

was not a new one to India.

The Government of India agree with the views of the Industries
Conference thdt while it should be recognized that participation of foreign
capital and eilterprise, particularly as regards industrial technique and
knowledge, wi;l.l be of value to the rapid industrialization of the country, it is

necessary that the conditions under which they may participate in Indian
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industry should be careful regulated in the national interest. Suitable legislation
will be int.rodiiilced for this purpose. Such legislation wil.l provide for the
scrutiny and approval by the central government of every individual case of
panicipation of foreign capital and management in industry. It will provide
that as a rule the major interest in ownership and effective control, should
always be in Indian hand, but power will be taken to deal with exceptional
cases in a manner calculated to serve the national interest. In all cases, however,
the training of suitable Indian personnel for the purpose of eventually replacing

foreign experts will be insisted upon.

The major objective on foreign capital was subsequently explained
by the Prime Minister in Parliament in greater detail. It was pointed out that
foreign capital should conform to the general requifements of the indu.strial
policy of the COLlﬁtry and that so for as the existing foreign interests were
concerned, no restriction, not applicable to similar Indian enterprise, would
be placed on them. So far as the profits of foreign interests were concerned,
they would be subject to the same regulations as those of Indian enterprise.
Facilities for.remittance of profits would be given, the only restriction being
on the availability of foreign exchange. In case any foreign concern was
compulsorily acquired, Government would provide reasonable facilities for
the remittance of proceeds and compensation would be paid on a fair and
equitable basis. Though the major interests in ownership and control should
be in Indian hands, Government would not object to foreign capital having

control over a concern for a limited period, if it was in the national interests.
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It was also pointed out that there was considerable scope* for British capital
in India and there was no desire to injure British or other non-Indian interests.
In fact, India \{;vould gladly welcome their contribution to a constructive and

co-operative rule in the development of India’s economic policy.®

The Government of India are fully alive to their direct responsibility
for the development of those industries which they have found necessary to
reserve exclusively for state enterprise. They are equally ready to extent their
assistance to private or cooperative enterprise in the rest of the industrial
field and in particular, by removing transport difficulties and by facilitating
the import of essential raw materials to the maximum possible extent. The
tariff policy of the govemmen't will be designed to prevent unfair foreign
competition and to promote the utilization of India’s resources without
imposing unjustifiable burdens on the consumer. The system of taxation will
be revieWed and readjusted where nec'essa_ry to encourage saving and
productive investment and to prevent undue concentration of wealth in a

small section of the population.

The Government of India hope that this elucidation of their intentions
on fundamental aspects of industrial policy will remove all misapprehensions

and they are confident that a joint and intensive effort will now be made by
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labour, capital and the general public, which will pave the way for the rapid

industrialization of the country. The salient features, then, of the ] 948.!

~ Industrial Policy Resolution were : (a) the Government would concentrate
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more on starting new concerns instead of taking on the old ones; (b) when
ever private enterprise was working, it would be given full encouragement;
(¢) if any old enterprise is taken over by the Government due compensation
would be paid; (d) foreign concerns working in India would be allowed to
work and they wd;nld be free to send their profits abroad; (e) if the foreign
concerns are taken over by the government, due compensation would be -
paid; (f) more foreign capitals would be invited to participate in the Indian
economy; (g) taxation would be so devised as not to hamper the private
enterprise; (h) there should be no concentration of wealth in the hands of a
few; (1) workers would be paid fair wages and the standard of living of the
people, with justice and equality of opportunity for employment for all, would
be raised; (j) increase in the national wealth, instead of the redistribution of

the national wiealth, was emphasised.
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4.2 - INDUSTRIAL POLICY
RESOLUTION - 1956

It is seen that since the declaration of industrial policy in April 1948,
several economic and political developments had occurred e.g. the enunciation

of Directive Principles of State Policy, the completion of the First Five Year

Plan, and acceptance by parliament in December 1954, of the socialistic -

pattém.of society as the objective of social and economic policy. Industrial
policy, too, must be governed by the principles. Hence, the state had to
assume ;')'rogressiVely a predominant and direct.responsibility for setting up
new industrial undertakings. All these necessitated fresh statement of the
~ industrial policy of the state in India. On 30th April, 1956, the government
announced a new Resolution on Industrial policy. Many important changes
and devglopfnents had occurred since independence which forced the

Government to change its industrial policy.

The Government of India set out in their Resolution dated 6th April
1948 the policy which they proposed to pursue in the industrial field. The
Resolution emphasised the importance to the economy of securing a
continuous increase in production and its equitable distribution, and pointed
out that the state must play a progressively active role in the development of
industries. It laid down that besides arms and the ammunition, atomic energy

ar ! railway transport, which would be the monopoly of the Central
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Government, the state would be exclusively responsible for the establishment
of new undertakings} in six basic industries -- except where, in the national
interest, the state itself found necessary to secure the cooperation of private
enterprise though i1t was made clear that the state would also progressively

participate in this field.

The Indian Parliament has accepted the socialist pattern of society
as the objective of social and economic policy. These important developments
nedessitate a fresh statement of industrial policy more particularly as the
Second Five year Plan will soon be placed before the country. This policy
- must be governed By the i)rinciples laid down in the constitution, the objective

of socialism, and the experience gained during these years.

The Constitution of India, in its preamble, has declared that it aims

at securing for all its citizens --
JUSTICE, social, economic and political;
- LIBERTY of thought, expression, belief, faith and worship;

EQUALITY of status and of opportunity; and to promote among

them all;

FRATERNITY assuring the dignity of the individual and the unity

of the Nation.®
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In its Directive Principles of State Policy, it is stated that --

The state shall strive to promote the welfare of the people by securing

11UV

and protecting as effectively as it may, a social order in which justices, social,

economic and political, shall inform all the institutions of the national life.®

i
Further that, The state shall, jn particular, direct its policy towards

securing -----

(a) That the citizens, men and women equally, have the right to an

adequate means of livelihood,;

(b) that the ownership and control of the material resources of the

community are so distributed as best to serve the common good;

(c) that the operation of the economic system does not result in the

concentration of wealth and means of production to the common detriment;
(d) that there is equal pay for equal work for both men and women;

(e) that the wealth and strength of workers, men and women, and
the tender age of children are not abused and that citizens are not forced by

economic necessity to enter avocations unsuited to their age or strength;

(f) that childhood and youth are protected against exploitation and

against moral and material abandonment.®’



These basic and general principles were given a more precise
direction when Parliament accepted in December, 1954 the socialist pattern
of society as the object of social and economic policy. The adoption of a
goal of a socialist patterns of society meant the state taking on heavy
responsibilities, Sll.JCh as rapid expansion of the public sector;.a dominant

role by the state in shaping the entire pattern of investment both private and
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public; and initiation of developments which the private sector was unwilling -

or unable to undertake. The private sector would play its part within the

framework of the overall plan.

In order to realise this objective, it is essential to accelerate the rate
of economic growth and to speed up industrialization and , in particular, to
develop heavy industries and machine making industries, to expand the public
sector, and to build up a large and growing cooperative sector. These provide
the economic foundation; for increasing opportunities for gainful employment
and improving living standards and working conditions for the maés of the
people. Equally, it is urgent, to reduce disparities in income and wealth which
exist today, to prevent private monopolies and the concentration of economic
power in different fields in the hands of small numbers of individuals.
Accordingly, the state will progressively assume a predominant and direct
responsibility for setting up new industrial undertakings and for developing
transport facilities. It will also undertake state trading on an increasing scale.
At the same time, as an agency for planned national development, in the

context of the country’s expanding economy, the private sector will have the
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opportunity to develop and expand. The principle of cooperation should be
applied wherever possible and a steadily increasing portion of the activities

of the private sector developed along cooperative lines.

It must be said that the adoption of the socialist pattern of society
as the national objective as well as the need for planned and rapid development
require that all industries of basic and strategic importance or in nature of
public utility services, should be in the public sector. Other industries which

are essential and require investment on a scale which only the state, in present
circumstances, could provide have also to be in the public sector. The state
has, thefeforc, to assume direct responsibility for the future development of
industries over a wider area. Nevertheless, there are limiting factors which
make it necessary at this stage for the state to define the field in which it will
undertake sole responsibility for further development, and to make a selection
of industries in the development of which it will play a dominantrole. After
considering all aspects of the problem, in consultation with the Planning
Commission, the deemment of India have decided to classify industries
into three categories, having regard to the part which the state would play in
| each of them,?;_hese categories will inevitably overlap to some extent and too
great a rigidity might defeat the purpose in view. But basic principles and
objectives have always to be kept in view and the general directions hereafter
‘ referred to followed. It should also be remembered that it is always open to

the state to undertake any type of industrial production.
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In the first category will be industries the future development of
which will be the exclusive responsibility of the state. The second category
will consist of industries, which will be progressively state owned and in
which state will, therefore, generally take the initiative in establishing new
undertakings, but in which private enterprise will also be expected to
supplement the effort of the state. The third category will include all the
remaining industries and their future development will, in general, be left to

the initiative and enterprise of the private sector.

Industries in the first category have been listed in schedule A this

Resolution. Schedule A of the Resolution includes the following industries:
I. Arms and ammunition and allied items of defence equipment.
2. Atomic Energy.
3. Iron and steel.

4. Heavy castings and foreigns of iron and steel.

5. Heavy plant and machinery required for iron and steel production,
for mining, for machine tool manufacture and for such other basic industries -

as may be specified by the central Government.

6. Heavy electrical plant including large hydraulic and steam turbines.
7. Coal and Lignite.

8. Mineral oils.
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9. Mining of iron ore, manganese ore, chrome ore, gypsum, sulphur,

~gold and diamond.

10. Mining and processing copper, lead, zinc, tin, molybdenum

and wolfarm.

11. Minerals specified in the Schedule to the Atomic Energy (Control

of Production and Use) Order, 1953.
12. Aircraft.
13. Air transport.
14. Railway transport.
15. Shipbuilding.

16. Telephones and Telephone cables, telegraph and wireless

apparatus (excluding radio receiving sets).
17. Generation and distribution of electricity.

All new units in these industries, save where establishment in the
private sector has already been approved, will be set up only by the State.
This does not preclude the expansion of the exisﬁng privately owned units,
or the possibility of the State securing the cooperation of private eﬁtel’px'ise

in the establishment of new units, when the national interests so require.
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Railways and air transport, arms and atomic energy, Will, however, be
' deve_loped as Central Government monopolies. Whenever cooperation with
private enterprise is necessary, the state will ensure, either through majority
participation in the capital or otherwise, that it has the requisite powers to

guide the policy and control the operations of the undertaking.

Industries in the second category have been listed in Schedule B of

this Resolution. Schedule B of the Resolution covers the following industries:

1. All other minerals except “minor minerals” as defined in Section

ii1 of the Minerals concession Rules, 1949.

2. Aluminium and other non-ferrous metals not included in Schedule

3. Machine tools.

4. Ferro-alloys and tool steels.

5 Basic and intermediate products required by chemical industries

such as the manufacture of drugs, dye-stuffs and plastics.

6. Antibiotics and other essential drugs.

7. Fertilizers.

8. Synthetic rubber.
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9. Carbonization of coal.
10. Chemical pulp.
11.~Rpad tl;anSpOIf.

12. Sea transport.

In order to accelerating their future development, the state will
increasingly establish new undertakings in these industries. At the same time,
private enterprise will also have the opportunity to develop in this field, either

~on its own or with state participation_.‘

The rémaining industries wi]l fall 1 the third category, and it 1s
expected that their development will be undertaken ordinarily through the
initiative and enterprise of the private sector, though it will be open to the
sta.te4 to start any industry even in this category. It will be the policy of the
state to facilitate and encourage the development of these industries in the
private sectbt, in acc_:ordancé with the pl‘o_gralnlnes formulated in successive
Five Year Plans by ensuring the development of transport, power aﬁd other
services, and by appro.priate fiscal and othér meas'ur‘es. The state will continue
to foster institutions to provide financial aid to those industries and special
assistance will be given to enterprises organized on coopefative lines for
industrial and vagricultural purposes. In suitable cases, the state may also
grant financial assistance to the private sector. Such- assistance especially

when the amount involved is substantial, preferable be in the form of -
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participation in equity capital, though it may be in part, in the form of debenture

capital.

le_lndustrial undertakings iﬁ the private sector have necessarily to
fit into the framework of the social and economic policy of the state will be
subject to control and regulation in terms of the Industriés (Development
and Regulation) Act and other relevant legislation. The Government of India,
however, recognize that it would, in general, be desirable to allow such
undertakings fo develop with as much freedom as possible, consistent with
the targets and objectives of the national plan. When there exist in th¢ same
industry both privately and publicly owned units, it would continue to be the
policy of the state to give fair and non-discrimmatory treatment to both of

them.

The classification of industries into separate categories does not
imply that they are being placed in water-tight compartments. Inevitably,
there will not only be an area of over lapping but also a great deal of dovétailing
- between industries in the private and public sectors. It will be open to the
state to start any industry not included in schedule A and Schedule B when
the needs ofplanning so require or there are other.impox“[aﬁt reasons for it. In
appropriate cases, privately owned units may be permitted to produce an
item falling within Schedule A for meeting their own requirements or as by -
- products. There will be ordinarily no bar to small privately owned units
undertaking production, such as the making of launches and other light-

craft, generation of power for local needs and small-scale mining. Further,



heavy industries in the public sector may obtain some of their requirements
of lighter components from the private sector, while the private sector in turn
would rely for many of its needs on the public sector. The principle would
apply with even greater force-to the relatidnship between large-scale and

small industries.

The Government of India would, in this confext, stress, th‘e role of
cottage and village and small-scale industries in he development of the national
economy. In relation to some of the problems that need urgent solutions,
they offer some distinct advantages.. They provide immediate large-scale
employment; they offer a method of ensuriﬁg a more equitable distribution
of the national income and they facilitate an effective mobilization of resources
of capital and skill which 1ﬁight otherwise remain unutilized. Some of the
problems that unplanned 'organisation'ten_ds to create will be avoided by the

establishment of small ceéntres of industrial production all over the country.

| It is seen that the state has been following a policy of supporting
cottage and village and small scale industries by restricting the volume of
production in the large-scale sector, by differential taxation, or by direct
subsidies. While such measures will continue to be taken, whenever necessary,
the aim of the state policy will be to ensure that the decentralized sector
acquires sufficient vitality to be self-supporting and its development is
integrated with that of large-scale industry. The state will, therefore, concentrate
on measures designed to improve the competitive strength of the small-scale -

producer. For this, it is essential that the technique of production should be
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constantly impfoved and modernized, the pace of transforming being regulated
so as to avoid, as far as possible, technological unemployment. Lack of
technical and financial assi‘stanée, of suitable workirlg accommodation and
inadequency of facilities for repair and maintenance are among the serious
handicaps of small-s'caie producers. A start has been made with the
establishment of industrial estates and rural community workshop to make
good these deficiencies. The extension of rural electrification and the
availability of power at pricés which the workers can afford will also be of
conlsiderable help. Many of the activities relating to small-écale production
will be greatly helped by the organisation of industrial cooperatives. Such
cooperatives should be encouraged iﬂ every way ahd the state should give
constant attention to the development of cottage and small-scale industry. In
order that industrialisation may benefit the economy of the country as a
whole, it is important that disparities in levels of development between different
regions should be progressively reduced. The lack of industries in different
parts of the country is very often determined by factors such as the availability
of the necessary raw materials or other natural resources. A concentration of
industries in certain areas has also been due to the 1eady avallablhty of
power, water supply and transport facmtles which have been developed there.
It is one of the aims of national planning to ensure that these facilities are
steadily made available to areas which are at present lagging behind industrially
or where there is greater need for providing Qpportunities for employment,
provided the lécation is otherwise suitable. Oﬁly be securing a balanced and

coordinated development of the industrial and the agricultural economy in
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each region, can be entire country attain higher standards of living.

This programmes of industrial development will make large demands
on thé country’s resources of technical and managerial personnel. To meet
these rapidly 'growing needs for the expansion of the public sector and for
the development of village and small-scale industries, proper managerial and
technical cadres in the public services are being established. Steps are also
being taken to meet shortages at supervisory levels, to organize apprenticeship
scheme of training on a large-scale both in public and in private enterprises,
and to extent traiﬁing facilities in business managemént in universities and

other institutions.

It 1s necessary that proper amenities and incentives should be
provided for all those engaged in industry. The Living and working conditions
of workers should be improved and their standa.rd of efficiency raised. The
maintenance of industrial peace is one of the prime requisites of industrial
progress. In a socialist democracy, labour is a partner in the common task of
development and should participate in it with eﬁﬁmsiasm Some laws governing
industrial relations have been enacted and a broad common approach has
been developed with the growing recognition of the obligations of both
management and labour. There should be joint consultation and workers and
technicians should, wherever possible, be associated progressively in
management. Enterprises in the public sector have to set an example in the

“this respect.
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With the growing participation of state in industry and trade, the
manner in which these activities should be conducted and managed assumes
considerable importance. Speedy decisions and a willingness to assume
responsibility are essential if these enterprises are to succeed. For this,
the'rever possible, there should be decentralization of authority and their
management should be along business lines. It is to be expe-cted that public
enterprises will augment the revenues of the state and provide resources for
further development in fresh fields. But such enterprises may sometimes
incur losses. Public enterprises have to be judged by their total results and in

their working, they should have the largest possible measure of freedom.

The industrial Policy Resolution of 1948 dealt with a number of
other subjects which have since been covered by suitable legislation or by
authoritative statements of policy. The dyi:vise on of responsibility between
thé central government and the state governments in regard to industries has
been set out in the Industries (Development and Regulation ) Act.® The
. Prime Minister, in his statement in Parliament on the 6th April, 1949, has
enunciated the_policy of the state in regard to foreign capital. It is, therefore,

not necessary to deal with these subjects in this resolution.

The Government of India trust that this restatement of the Industrial
Policy will receive the support of all sections of the people and promote the

rapid industrialisation of the country.

The second Industrial Policy Resolution differed from the firstin a



number of ways. In the light of the disappointing performance of the private
sector between 1948 and 1955, there was a greater emphasis on the expansion
of the public sector. The exclusive responsibility of the stéte was enlarged
from 6 to 17 industries (Schedule A). A further category was introduced
(Schedule B) which listed a dozen other industries in which the state might
take initiative. More significantly, the threat of imminent nationalisation which
the 1948 resolution contained was eliminated. Instead, the private sector was
guaranteed plenty of opportunity to develop and expand. The Industrial Policy
Resolution of 1956 set out some of the principle’s of Nehru’s philosophy,
though it retained sufficient ambivalence to placate the uncommitted elements.
The resolution declared that the state will progressively assume predominant
and direct responsibility for setting up new industrial undertakings and for
developing transport facilities. It will also undertake state trading on a
increasing scale.®) An important sector of industries was exclusively reserved
for the state and the intention of the state to enter other fields indicated. As
the resolution explained that the adoption of'the socialistic pattern of society

as the national objective, as well as the need for planned and rapid development,
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require that all industries of basic and strategic importance, or in the nature -

of public utilities, should be in the public sector. Other industries which are
essential and require investment on a scale which only the state in present
circumstances could provide have also to be in the public sector.® But no

underline the concept of mixed economy all industries other than those

included in the specified schedules were left open to the private sector, with

or without state participation.



In the light of the above discussion it is clear that the 1956 Resolution

is a definite advance over its predecessor. A few points need to be noted.

(a) The sphere of public sector has been substantially expanded.
The 1948 Resolution included three industries in category [ and six in category
[I. Against these the 1956 Resolution includes seventeenth industries in
Schedule I and twelve in Sch_edule [I. The public sector now has a much

wider field to itself. Its obligations have this gone up.

(b) The Industrial Policy Resolution of 1956 is more flexible than

3. '
that of 194& Private enterprise is permitted to function independently or in
collaboration with the state in respect of industries included under Schedule

[ and II, except in case of arms and ammunition, atomic energy, railway and

air transportation which are state monopolies.

(¢) The Industrial Policy Resolution of 1956 envisages more cordial
relations between the two sectors. [t promises greater co-operation between

the two sectors. Because overlapping and dovetailing are anticipated.

(d) The New Policy has promised fair and parity treatment to the
private sector. When there exists in the same indusiry both privately and
publicly-owned units, 1t would continue to be the policy of the state to give

fair and non-discriminatory treatment to both of them.

(e} The Government has abandoned the overall programme to

nationalize private industry belonging to the category now reserved for the
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public sector. The earlier condition that the status of private undertakings

falling within the field reserved for the exclusive responsibility of the state

has been dropped. It makes no reference to the acquisition of property by

the state.

(f) A steadily increasing proportion of the activities of the private

sector will be developed along co-operative lines.

(g) In respect of industrial labour, cottage and small scale industries
the Industrial Policy Resolution of 1956 is an advance over that of 1948
Industrial Policy Resolution. In respect of the former it emphasises greater

participation and association in the management of industries. In regard to

the latter.it emphasises-the need for improvement in techniques and

productivity.
NOTES AND REFERENCES:
I. Sinha, R. K. - op.cit., p. 147.
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3. Ibid.

4. For implementing the industrial policy to regulate industry and to
promote industrial development a Bill was introduced in Parliament in March
1949 which was finally approved in October 1951 as the Industries

(Development and Regulation ) Act. The Act came into force on May 6,
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2 A
1956. It envisages regulation and development of certain industries or groups

of industries as given in the First Schedule. In the first instance, there were
37 industries which were increased to 45 in 1953. In March, 1957 there was
an addition of 34 more industries to the Schedule. The principal object of
this Act 1s to énable the Government to implement its policy for the Planned
development and regulation of industries. It is the chief instrument in the
hands of the Government to guide development of industries in the private
sector i;)_the directions indicated in the Five Year Plans. The important
provisions of the Act are : (1) that all the existihg undertakings in the scheduled
industries should be registered with the Govermﬁent within the prescribed
period; (ii) that to new industrial unit shall be established or substantial
extensions to the existing ‘p]ants shall be made without a licence from the
Central Government; (i1i) that the Government shall order an investi gation in
respect of any.scheduled ilidustry or undertaking it, in its opinion, there has
been or is likely to be an unjustiﬁable_ fall in tli_e volume of production in the
industry or undertaking, or if there is a marked deterioration in quality or an
increase in price for which there is no justification; (iv) that a similar
investigation can also be ordered in respect of any other industrial undertakin g
being managed in a manner likely to cause serious damage or injury to the .
consumers; and (v) that in the event of an industry or undertaking not the
directions issued after such an investigétion the Government can take over

its management.

For the purpose of advising the govermment on matters concerning



the development and regulation of the scheduled industries, the Act provides

for setting up the Central Advisory Council - its sub-committee and the
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standing Committees - having representation of owners, employees,

consumers, and certain other classes including primary producers. Further,
the Act empowers Government to set up Development Councils for the

individual or groups of industries, and the Licensing Committee.

Kuchhal, S.C. - The Industrial Economy of India, Allahabad,

Chaitanya Publishing house, 1965, p. 118.
5. Industrial Policy Resolution, 1956, para 5 New Delhi, p. 3.

6. Tbid., para 6, p. 3.



4.3 - THE NEW INDUSTRIAL POLICY
~ OF 1970 AND THE INDUSTRIAL
POLICY STATEMENT OF 1973

On accepting the recommendations of the Dutta Committee, the
government of India its New Industrial Policy in February 1970. Announced
according to this policy it was decided that there should be a lost of core
industries consisting of basic, critical and strategic industries in the economy.
In addition to the core sector, industries requiring iﬁvestment over Rs. 5

crores were tone deemed to be in the heavy investment sector, and also a

middle sector involving on investment between Rs. 1 crore and Rs. 5 crores.

The Fourth Plan document discussed the new approach to industrial
planning. In the first place there is need to achieve speedy self-reliance. With
investment growing at a higher rate than aggregate income and with the rapid |
expansion of demand for manufacture, inputs used in agriculture, thé
requirement of capital equipment, metals, petroleum products énd chemicals
have been growing fast. In such areas dependence on imports is specially
large. Therefore, in the cbming years there should be a faster rate of growth
in such areas and speedy attainment of self-reliance. All such industries are
capital intensive and size of units is also large. The problem is difficult in
view of scarce capital resource in the country. Investment in such industries

is to be planned most carefully so that there are no undue delays in bringing



capacity to full utilisation, there is no chance of capital being locked up and

the units chosen are made to run most efficiently. The choice of technology

should be used in a manner that degree of capital intensity is reduced to the |

minimum without sacrificing technological improvement, economic deﬁciency
and low cost of production. In the second place, industrial planning should
aim at bringing about a dispersed industrial development. In such a condition
obviously the cost of providing necessary infrastructure for further expansion
of existing large urban and industrial centres is very large. In the third place,
industrial planning should be such that it takes all possible steps to avoid
technological unemployment among workers in traditional industries during
period of transition but in the long run it should be recognised that it is
through the adoption of improved techniques and increasing production fhat
economic conditions of the traditional industries can be improved and
maintained on a viable basis. In the words of planners, ............ the country
cannot afford to freeze the existing technological situation merely for the
sake of avoiding unemployment or proving additional employment. Such
action only postpones the problem to a later data when its solution may
become even more difficult ¢ The industrial licensing policy envisaged for

the Fourth Plan Period is as follows:

(a) All basic and strategic industries involving significant investments
or foreign exchange, should be carefully planned and subjected to industrial
licensing. Once the licence is granted, credit, foreign exchange and scare raw

materials would -be earmarked for them and made available in time.



(b) Industries requiring only marginal assistance by way of foreign

exchange for capital equipment may be exempted from the need to secure
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industrial licenses. The ceiling for foreign exchange may be fixed at about 10

per cent of the total value of the capital equipment. However, licencing

provisions will operate, if the maintenance import component is high.

. L . .
(c) Industries which go not need foreign exchange for import of
capital equipment or raw materials should be exempted from the requirement

of industrial licencing.

The industrial policy for the fourth Plan has been conceived as
usual with the objectives of correcting imbalances in the industrial structure
and bringing about the maximum utilization of capacity already built up. It
was stressed that conditions should be brought about for a vigorous growth
" in industrial output and capacity without putting an undue burden on balance
of payments. If was proposed in the Fourth Plan document that the industrial
policy wbuld be directed towards canalisation of capital and personnel
resources so as to achieve widespread industrialisation and encouraged
emergence of neW entrepreneurship and greater dispersal in the ownership
and control of industrial development continued to be guided by the broad
principles enunciated under the Industrial Policy Resolution of 1956. The
policy was to provide for a flexible approach in the development of industries
with the public, private and co-operate sector. The policy was to take info
account the need to prevent private monopolies and the concentration of

economic power in the hands of a small number of individuals. In February
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1970 the Government after consider.ing the recommendations made by the
Planning Commission, the Administrative Reforms Commission and the
Industrial Licensing Policy Inquiry Committee decided to make certain
changes in (1) industrial licensing policy; (i1) the policy in regard to assistance
from pilblic financial institutions; and (iii) policies relatihg to the growth of

public sector.

For the establishment of and agro-based industries, applications
from co-operative undenaking would be given preference. The main objective
behind this new industrial policy was to permit the entry of large industrial
houses into the care and ileavy investment sector where they could make a
distinct contribution by‘their resources. At the same time other industrial
areas would be opened to others and thereby concentration of economic

power can be avoided and even distribution of industries can be attained.

The Industrial Policy, announced by the Government on 2nd
February 1973, reiterates.the dominant role of the public sector in terms of
the 1956 Industr_ial Policy Resolution. The 1973 Policy Statement elaborates
the controversial concept of “joint sector” and makes it thét this will not be
used to allow larger houses, dominant undertaking and foreign companies to

énter fields from which they are otherwise precluded.

The following is the text of the press note on governments decisions

on industrial policy:



The Government has carefully reviewed its policies relating to
industrial development in the light of the experience gained in the
implementation of the Industrial Licensing 'Policy of 18th February 1970,
and in the context of the Approach to the Fifth Five Year Plan. The Industrial
Policy Resolutidn of 1956 has laid down the basic principles that govern the
G.ovemments approach towards industrial development. These principles
have been derived from the Directive Principles of State Policy contained in
the Constitution and from the adoption by parliament in December 1954 of
. the socialist pattern of society as the objective of social and economic policy.
The Industrial Policy Resolution of 1956 will continue to govern the
Government’s objectives of growth, social justice and self-reliance in the

industrial sphere.

As pdi‘nted out in the Industrial Policy Resolution, .the adoption of
the socialist pattern of society as the national objecti?e, as well as the need
for planned and rapid development, require.s that the nature of public utility
servicés should be in the public sector. Other industries which are essential
and require investment on a scale which only the state, in the present
circumstances, could provide, have also to be in the public sector in the
context of the approach to the Fifth Five Year Plan, the state will have to take
direct responsibility for the future developmenf of industries over a wide
field in order to promote the cardinal objectives of growth, social Justice,

self-reliance, and satisfaction of basic minimum needs.



The Industrial Licensing Policy of 18th February 1970 was
formulated in the context of the Fourth Plan. It also precedes the coming
into effect of the Monopolies and Restrictive Trade practices Act, 1969. The
Government considers it desirable to updéte thé Industrial Licensing Policy
) in order to reflect the Approach to the Fifth Plan and take into account the
legal and institutional arrangements that are now available for the effective

control of the concentration of economic power.

The intention in amending the industrial licensing policy at this time -

is that greater clarity in the investment climate will facilitate the priorities and

production objectives in the Fifth Plan.

The I.ndustrial Licensing Policy of 1970 places certain restrict’ioné
on undert_akings belonging to the larger industrial houses aé defined in the
report. of the Industrial Licensing Policy Inquiry Committee (IL PIC). Such
concerns are ordinarily excluded from participating in sectors other than the
core and heavy'inlvestment sectors, leaning the opportunities in the remaining
sectors primariiy to other classes of entrepreneurs. The definition of larger
industrial houscs adopted b.y ILPIC was, however, on the basis of assets

along with assets of interconnected undertakings, exceeding Rs. 35 crores.

‘The Government considers that the definition of larger industrial
houses to be adopted for licensing restrictions should be in conformity in all
respects with that adopted in the MRTP Act of 1969. The definition adopted

in that Act is on the basis of a lower limit of assets, along with assets of inter-
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connected undertakings, of not les§ that Rs. 20 crores. The adoption of the
lower limit of Rs. 20 crores as well as the definition of inter-connected
undertakings as provided in the MRTP Act | 969 will consult in more effective
control on the concentration between the deﬂnitf on of larger industrial houses
for licensing purposés which is based on the ILPIC report and for the control
of concentration of economic power which is based on the MRTP Act,
1969. The Government considers it desirable to consolidate the lost of
* industries which are open, along with other applicants, for the participation
of larger industrial houses (as defined in the MRTP Act). In the contest of
the Approach of the Fifth Plan, the core industries of importance to the
national economy in the future, industries having direct linkages with such
core industries, and industries with long-tern potential, are all of basic, cn'tfcal
and strategic importance for the growth of the ecohdmy. A consolidated list

of such industries (Appendix I) are as follows:

The classification of industries follows the‘ First Schedule to the
Industries (Development and Regulation) Act, 1951. Items of manufacture
reserved for the public sector under Schedule A to the Industrial Policy
Resolution, 1956, or for production in the small-scale sector as may be

notified from time to time will be excluded from the application of the list.

1. Metallurgical industries : (a) ferroalloys; (b) steel castings and

forgings; (c) special stells; (d) non-ferro metals and their alloys.

2. Boilers and steam generating plants.
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3. Prime movers (other than electrical generators): (a) industrial

turbines; (b) internal combustion engines.

4. Electrical equipment : (a) equipment of transmission and
distribution of electricity; (b) electrical motors; (c) electrical furnaces; (d) X-

ray equipments; (e) electronic components and equipment.

5. TransportationA: (a) mechanised sailing vessels up to 100 dwt;

(b) ship ancillaries; (c) commercial vehicles.
6. Industrial machinery.
7. Machine tools.
8. Agricultural machinery : tractors and power drillers.
9. Earthmoving machinéry.

10. Industrial instruments : indicating recording and regulating devices

for pressure, temperature, rate of flow, weights, levels and the like.
11. Scientific instruments.

12. Nitrogenous and phosphatic fertilisers falling under (i) inorganic
fertilisers under 18. Fertilisers in the First Schedule to the Industrial

Development and Regulation Act, 1951.



. 13. Chemicals (other than fertilisers): (a) inorganic heavy chemicals
; (b) organic heavy chemicals; (c) fine chemicals including photographic
chemicals; (d) synthetic resins and plastic; (e) synthetic rubbers; (f) man
made fibres; (g) industrial explosives; (h) insecticides, fungicides, weedicides
and the like; (i) synthetic detergents; (j) miscellaneous chemicals (for industrial

use ‘only).
14. Drugs and pharmaceutical.
15. Paper and pulp including paper products.
16. Automobile tyres and tubes.
17. Plgte glass.

18. Ceramic : (a) refractories; (b) furnace lining bricks -- acidic,

basic and neutral.

19. Cement products.

Such of the industries included in Schedule A of the Industrial Policy

“Resolution 1956 will be reserved for the public sector.

Larger houses will be eligible to participate in and contribute to the
establishment of industries in the list included m Appendix I along with other
applicants, provided that the item, of manufacture is not one that is reserved

for production in the public sector or in the small-scale sector. They will
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ordinarily be excluded from the industries not included in this list except
where, as is permitted under existing arrangements, production is

predominantly for exports.

Foreign concerns and subsidiaries and branches of foreign
companies will be eligible to participate in the industries specified in Appendix
I along with other applicants, but will ordinah'ly be excluded from the industries

not included in this list,

They will also be entitled as at present to invest in industries where
production is predominantly for exports. Their investments will be subject,
as hitherto, to the guidelines on the dilution of foreign equity and will be
examined with special reference to technological aspects, export possibilities

- and the overall effect on the balance of payments.

In the implementation of the licensing policy, the Government will
ensure that licensing decisioﬁs conform to the growth profile of the plan and
that techno-economic and social considerations such as economics of scale,
appropriate technology, balanced regional development and development of
backward areas are fully reflected. The Government’s policy will continue to
be to encourage competent small and medium entrepi‘eneurs in all industries
including those listed in Appendix I. Such entrepreneurs will be preferred .
 vis-a-vis the large industrial houses and foreign companies, in the setting up
of new capacity. The licensing policy will seek to promote productien of
ancillaries, wherever feasible and appropriate, in the medium or small scale

sector.
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Co-operatives and small and medium entrepreneurs will be
encouraged to participate in the production of mass consumption goods
with the public sector also taking an increasing role. Other investors will be
allowed to participate in the production of mass consumption 'g-oods with

the public sector also taking an increasing role.

Other investors will be‘allowed to participate in the production of
mass consumption goods only if there are special factors such as sizeable
economics of scale resulting in reduced prices, technological improvements,
large investmeht requirements, substantial export possibilities or as part of
‘modernization. The Government also intended to enlarge and intensify a
variety of positive measures designed to promote the growth of small and
medium entrepreneurs. The exemption limit fromllicensing provisions which
now apply to substantial expansions and new undertakings upto Rs. 1 crore
by way of fixed assets in land, buildings and machinery will be continues.
This exemption will not apply to larger industrial houses and to dominant
undertakings as defined in the MRTP Act and to foreign companies including

their branches and subsidiaries.

Along with making the definition of larger industrial house consistent
with the one adopted under the MRTP Act, the Government has also decided
that the exemption will not apply to existing licensed on registered undertakings
having fixed assets exceeding Rs. 5 crores. Such undertakings will hereafter

be subject to the licensing provisions of the Industries (Development and



128

Regulation) Act, 1951 in respect of new undertakings as well as expansions

and diversifications in the delicensed sector.

The Government hopes that these changes will act as a safeguard
against the entry of large undertakings into areas that are primarily meant for

small, medium and new entrepreneurs.

The existing policy of reservation of the small-scale sector (involving
investment in machinery and equipment upto Rs. 7.5 lakhs, and in the case
of ancillary industries upto Rs. 10 lakhs) will be continued. The areas of
such reservation will be extended consistent with potentialities and

performance of the small-scale sector.

The policy of encouragement to the co-operétive sector will receive
special emphasis in industries which process agricultural raw materials such
as sugarcane, jute, cotton or produce agricultural inputs such as fertilisers.
The co-operative sector is also ideally suited for the manufacture and

distribution of mass consumption goods.

It was in the Industrial Licensing Policy Inquiry Committee Report

(1969) that the concept of joint sector was introduced.® This committee

- proposed that major private sector projects be set up in the ‘joint sector’

through the device of the participation of public financial institutions in their
JL.

financing. In the Committee’s own words : The ‘joint sector’ would, in ouf '

view include units in which both public and private investment has taken



place and where the state takes an active part in direction and control. We
consider it important that when public sector financial assistance on any
significant scale is provided for the private sector, not only should an

appropriate share in the benefits accruing from the project after it is completed
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be available to the state, but the project should also necessarily be treated as

belonging to the ‘joint sector’, with proper representation for the state in its

management. This purpose may be achieved by the financial Institutions
insisting on the whole of part of their assistance in the form of loans and
debentures being convertible into equity at their option and, if necessary, the
law should be amended to provide for this.® The idea was that the enormously
large capital requirements of modern and technologically complex projects
would be met.by public financial institutions for a substantial share of the
initial investment, and that a joint sector would provide an effective antidote
to the provide concentration of economic power and a curb on the uncontrolled
growth of the large business houses. Defencing the joint sector concept, Mr.
Subramaniam, Minister of Industrial Development said that the principal aim
Of this concept was the participate in the management of the large private
undertakings with heavy investment by public financial institutions and

neutralise the loyalty of professional managers to larger homes.

Joint sector enterprises may be brought into existence in any one of
the following ways : (i) The Central Government (Ministry concerned ) may
set up new companies jointly with private entrepreneurs with substantial equity

participation of both the parties. (11) The State Government or their industrial



development corporation may set up new enterprises jointly with private
entrepreneur with equity participation of both fhe parties. (iii)l’?ublic financial
institutions may transform enterprises of private entrepreneurs into joint sector
companies by equity participation O}L’ by converting debt into equity. (iv)

Existing public sector companies may be transformed into joint sector
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enterprises through the scale of equity shares to private entrepreneurs. The -

first two types relate to new enterprises and the other two types are concerned
with old enterprises which are transformed into joint sector enterprises. Under
existing conditions the first two are important where the initiative in setting
up companies 1s primarily with the government and private entrepreneurs
and whose organisation, management and control would be planned afresh

on new lines.

It may be said that joint sector enterprises represent an application
of the concept of mixed economy at the micro-level. The rationale for
deQeloping a joint sector may be given below.® Firstly, it shall exercise an
effective social control over industry. Government’s participation in the joint
management and ownership should be an effective means for controlling
monopoly, concentration of economic powef and monopolistic malpractices.
Secondly, it shall accelerate industrial growth. Joint sector should stimulate
private investment in participation with state and its assistance. Development
of the joint sector should lead to increased investment in a wid¢ range of
industries: Thirdly, it shall help the state m the process of mobilisation of

resources. The research paper mentioned above in this connection further
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reads : Government’s investment of 25-3Q per cent equity in a new enterprise
could lead to the mobilisation of 70-75 per cent of equity from private
entrepreneurs and general public. Even if part of this capital comes from
public financial institutions, at least 50 per cent of the equity could come
from the public. The Government’s catalytic role in spawning or collaborating
in new joint ventures will thus have a multiplier effect fn terms of mobilising
investible resources from the rest of the economy ...... In fact if attractive
investment opportunities are not forthcoming, there is every chance that
~savings will be frittered away in consumption. There is reason to believe that

such wasteful capital consumption is always taking place in the corporate

sector because investment opportunities are lacking ..... If speeding up the

rate of industrial growth is an objective, it stands to reason that the available
scarce human skills and resources are also mobilised for this task, consistent
with the other social objectives of the country.® Fourthly, it shall broaden
the base of entrepreneurship in the country. In the joint sector, the government
sha“ be an active participation and it shall share the role of entrepreneurial
risk taking with the private partner. Many private entrepreneurs who are shy
and whose resources are meak and who are not very influential, may come
forward and take advantage of the joint sector opportunities. The government
should provide them support and the various development corporations would

play the role of broad-basing entrepreneurship.

With the acceptance of joint sector concept it will be ensured that

there is a greater degree of participation in management, particularly at policy



levels, in case of big projects involving substantial assistance from public
financial institutions. Public financial institutions may now be able to convert
loans given and debentures issued either wholly or partly into equity within a
specified point of time. As for loans and debentures given in the past financial
institutions concerned would have discretion to negotiate conversion in cases

of default.

The government’s policy regarding the joint sector is derived from
the Industrial Pi)licy Resolution, 1956, and the objective of reducing the
concentration of economic power. In appropriate cases, the Central and
State governments have taken equity participation either directly or through
their corporations with private parties. Some joint sector units have come up
in this way. In the 1973 Industrial Policy ‘joint sector’ has been accepted as
a device which may be resorted to in specific cases with regard to the fulfilment
of the production targets of the plan. Each proposal for establishing a joint
sector unit of this nature will have to be judged and decided on its merits in
the light of the government’s social and economic objectives. The joint sector
will élso be promotional instrument, as for instance, in cases wheré state
government go into partnership with new and medium entrepreneurs in order

to guide them in developing priority industry.

The Government specifically wishes to clarify that the joint sector

will not be permitted to be used for the entry of larger houses, dominant
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undertakings and foreign companies in industries in which they are otherwise

precluded on their own. In all the different kinds of joint sector units the
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Government will ensure for itself an effective role in guiding policies,
management and operations, the actual pattern and mode being decided as

appropriate in each case.

The Government hopes that with these clarifications, there will be
greater certainty in the investment climate and that all sections of the
community will come forward to play their due role in theprdmotion of
growth with self-reliance within the accepted framework of a socialist pattern
of society. The changes now proposed are designed to stimulate growth in
all priority industries of importance to the Fifth Plan subject to a more effective

enforcement of social objectives.

It will be the Government’s objective to maintain a durable framework
of ]fcensing_ and other connected policies consistent with the basic principles
of the industrial policy resolution of 1956 and to further steaming licensing
and connected procedures, wherever necessary, so as to expedite the

investment process in all its stages.
NOTES AND REFERENCES :
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4.4 - STATEMENT OF INDUSTRIAL
POLICY, DECEMBER, 1977

The Government policy in the sphere of industry has been governed
by the Industrial Policy Resolution of 1956. While some of the elements of
that Resolution in regard to the desirable pattern of industrial development
will remain valid, the results of actual policies in the industrial field have not
been upto the expectations or declared objectives. The growth of industrial
output during the period from 1967 to 1977 except for the year 1976 has
been no moré-than 3 to 4 percent pef annum of an average. The growth of
per capita natiAonal income during the last 10 years has been about 1.5 per
cent per annum and 1s clearly inadequate to meet the needs of a developing
economy . Unemployment has increased, rural-urban disparities have widened
and the rate of real investment has stagnated. The incidence of industrial
sickness % become wide-spread and some of the major industries are
worst affected. The pattern of industrial cost and prices has tended to be
distorted; and dispersal of industrial activity away from the larger urban
concentrations has been very slow. The Industrial Policy, announced in
December 1977, was, therefore, primarily directed towards removing the
distortions of the past so that the genuine aspirations of the people can be

met within a time-bound programme of economic development.

The close interaction between the agricultural and industrial sectors

of our economy cannot be overemphasised. Much of our industrial production



1s b'ased on agricultural raw materials. Similarly, in order to increase our
agricultural productivity by adaptation of modern technology and agronomic
practices to our own conditions, important inputs have to come from our
industrial sector. Highest priority must be accorded to generation and
transmission of power. Our recent experience demonstrates that lack of
adequate power availability has become one of the most important constraints
in the development of agricultdre and industry. Similarly, cement and steel
reqﬁired to build ounfirrigation projects, the implements for ploughing and
preparing the land, the equipment for processing high quality seeds, fertilizers
and pesticides, oil and power, a wide range of industrial products are essential
for increasing the level of our agricﬁltural production. The prosperity and the
distribution of income arising from a broad based growth of agriculture and
related activities in the countryside had to provide the basic demand for a
wide range of industries producing articles of consumption. It is only by
such a process of reinforcing interaction of the agricultural and industrial
sectors that employment can be found for the large number of the rural

_ population who cannot be absorbed in the agricultural sector.

It is to pride that today, our assets in terms of foodgrain and foreign
exchange reserves are considerable. But much more importantly our most
valued asset is the willing hands of our rural manpower and the reservoir of
highly trained scientists, engineers and technicians who today the third largest
group of skilled manpower in the world. Great opportunities and great

challenges are open to us now; but they cannot be seized by timid and half
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hearted policies. A new approach is called for in several areas of our national
life. This new approach should reflect not only our vast resources and special
endowments but should show particular concern for the utilization of these
~ resources and endowments for the amelioration of the living conditions of
the majority of our people. The new industrial policy should and will hereafter
place man at the centre of planning and implementation of projects and

schemes.
The broad objectives of the 1977 Industrial Policy are as follows:

(1) Doubling the rate of growth of national income from 3.5% of

7% per annum.
(2) A rapid increase in the rate ofgfowth_ of industrial production.
(3) Creating much larger employment opportunities and
(4) Reducing wide regional disparities and imbalances.
The salient feature§ of the 1977 Industrial Policy are as follows:

(a) Small scale Industries - The emphasis of industrial policy so far
has been mainly on large industries neglecting cottag_é industries completely
and relegating small industries to a minor role. It is the firm policy of this .

Government to change this approach.

It should be said that the main thrust of the new Industrial Policy



will be on effective promotion of cottage and small industries widely dispersed
in'rural areas and small towns. It is the policy of the Government that whatever
can be produced by small and cottage industries must only be so produced.

For this purpose, an exhaustive analysis of industrial products has been to
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identify those items which are capable of being established or expanded in

the small scale sector. The list of industries which would be exclusively
reserved for the small scale sector has been -signiﬁcantly expanded and will
now include more than 500 items® as compared to about 180 items earlier.
This list is laid on the Table of the House. Hdwever, it must also be ensured
that production in this sector is economic and of acceptable quality. The list
_ of industries reserved for the small scale sector has to be continually reviewed
so that capacity creation does not leg behind the requirements of the economy.
An annual review of reserved industries will be undertake in order to ensure
that reservation accorded to the small scale sector is efficient and is also
continually expanded as new-products and new processes capable of being

manufactures in the small scale are identified. -

(b) The Tiny Sector - While the existing definition of small scale
industries will remain, within the small scale sector, special attention will.be
- given to units in the tiny sector, namely, those with investment in machinery
and equipment upto Rs. 50,000 according to 1971 census figures, and villages.
Schemes will be drawn up for making available margin money assistance
especially to tiny units in the small scale sector as well as college and household

industries.
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(c) Legislation for Cottage Industries - While there has been
reservation for the small scale sector there has been no special protection for
cottage and household industries sector. Government will consider introducin g
special legislation for protection the interest of cottage and household industries |
with a view to ensuring that these activities which provide self-employment

in large number get due recognition in our industrial development.

(d) Promotional Measures - In the past, there has been tendency to
proliferate schemes, agencies and organisation which have tended more to
confuse the average small and rural entrepreneur that to encourage and help
him. The focal point of development for small scale and cottage industries
will be taken away from the big cities and State capitals to the district
headquarters. In each district, there will be one agency to deal with all
-requirements of small and village industries. This will be called the District -
Industries Centre. Under the single roof of the District Indusfries Centre, all
the services and support required by small and village entrepreneurs will be

provided.

This will include economic investigation of the' district’s law material
and other resources, supply of machinelyl and equipment, provision of raw
materials, arrangements of credit facilities, an effective set up for marketing
and a cell for quality control, research and extension. The centre will have a
separate wing. for looking after the special needs of cottage and house_hold _'
industries as distinct from small industries. The Centre will establish close

linkages with the Dév_elopm‘ent Blocks on the one hand and with specialized
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institutions like small Industries Service InstitutesAon the other. It is the intention
of the Government to extend this important organizational pattern to all the
Districts in the course of the next four years. Suitable financial and
organizational support'will be provided to the State Governments to achieve
this objective. The financial assistance given to small and cottage industries
under the Rural Industries Programme will also be extended to all the districts

in the country within the next four years.

As ameasure to provide effective Financial support for promotion
of small, village and cottage industries, the Industrial Development Bank of
India (IDBI) has taken steps to set up a separate wing to deal exclusively
- with the credit requirements of this sector. It will coordinate, guide and monitor.
The entire range of credit facilities offered by other institutions for the small
and cottage sector, for whom separate wings will be set up in these institutibns,
particularly nationalized b_anks. Banks will also be expected to earmark a
specified proportion of their total advances form promotion of small, village
and cottage industries. It is the policy of the Government to see that no

worthwhile scheme of small or village industry is given up for want of credit.

The growth of the small scale and cottage industries sectors has
been tardy mainly for want of satisfactory marketing arrangements for their
products. The marketing of goods of these sectors with its concomitant of
product standardization quality control, marketing surveys will therefore need

special attention. The Government will provide the maximum support for
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these activities on priority basis. Measures such as purchase preference and
reservation for exclusive purchased by Government Departments and Public
Sector Undertakings will also be used to support the marketing of these

products.

(e) Khadi and Village Industries Commission - The Khadi and Village
Industries Comm'ission presently has 22 village industries within its purviéw _
but the promotional work in this area has been haphazard and the process
has been slow. The Khadi and Village Industries Commission will work out
detailed plans for development of these village industries by adopting modern
management techniques. Especially for the production of footwear and soaps,
special progrémmes would be drawn up to increase progressively their share
in the total production of these items in the country. The list of items currently

“under the purview of the Commission will be considerably expanded, and
the state and national level organizational structure of the Commission will be

revamped so that it can more effectively fulfil the role assigned to it.

In the programme for development of village industries, the
promotion of Khadi has a special place. A break through in the field of
Khadi is in sight with prospects of spinning and weaving polyester fibre
alone with cotton fibre. The preliminary work done so far holds out the hope
of developing a large market of polyester Khadr and improving the
productivity and earnings of Khadi spinners and weavers. The Khadi and
Village Industries Act is being amended to permit the implementation. of a

farge scale programme in ‘Nay Khadi’. The Government is committed to



providing maximum financial and marketing support that is needed for

promotion of Khadi programme.

Along with Khadi, the clothing needs of the masses can be
progressively met through development of the handloom sector, which
provides employment to the bulk of people engaged in the production of
textiles. Government will not permit any expansion in the weaving capacity in
the organised mill and powerloom sector. In order to provide adequate supply
of yarn for the handloom sector, the Government will ensure that the handloom
sector has priority in the allocation of yarn spun in the organised sector. In
case there is any shortage, Government will ensure that steps%ﬁ’ taken to
increase spinning capacity. Further, in order to provide a ready market for
handloom products it will be ensured that the organised mill sector does not
provide unfair competition to the handloom sector. Certain items of textiles
are already reserved for production in the handloom sector. However, such
reservation has been very effective. The Government will enforce the existing

reservation and further extend it to other items.

(f) Appropriate Technology - The development and application of}
téchnology apprbpriate for socio-economic conditions has so far not received
adequate attention. It will henceforth be an integral part of policy and
Government will censure that this important area gets adequate attention.
Special arrangements will be made to ensure an effective and coordinated
approach for the development and widespread application of suitable small

and simple machines and devices for improving the productivity and earning
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capacity of workers in small and village industries. It will further be
Government’s endeavour to fully integrate such appropriate techniques of

production with the broader programme of all round rural development.

(g) Role of Large Scale Industries - In addition to small and village
industries, there is alsp a clearvrole for large scale industry in India. However,
the Government will not favoﬁr scale industry merély for demonstration of
sophisticated skills or as monuments of irrelevant foreign technology. The
role of large scale industry will be related to the programme for meeting the
basic minimum needs of the population through wider dispersal of small
scale and village industries and strengthening of the agricultural sector. In
general, areas for large industry will be : (a) basic industries which are essential
for providing infrastructure as well as for development of small and village
industries, such as steel, non-ferrous metals, cement, oil refineries; (b) capital
goods industries for meeting the machinery requirement of basic industries
as wéll as small scale industries; (c) high technology industries which require
large scale production, and which are related to agricultural and small scale
industrial development such as fertilizers, pesticides, and petro-chemicals, -
etc.; and (d) other industries which are outside the list of reserved items for
the sr.nall scalé sector, and which are considered essential for the development

of the economy such as machine tools, organic and inorganic chemicals.

. (h) Large Houses - Past experience shows that Government policies

have not succeeded in restraining the disproportionate growth of Large Houses.



While a certain measure of growth of existing enterprises is inevitable and
alsd necessary for continued health of these enterprises the growth of Large
houses had been disproportionate to the size of their internally generated
resources and has been largely based on borrowed funds from public financial

institutions and banks. This process must be reversed.

In future, expansion of Large Houses will be guided by the following

principles:

(i)-The expansion of existing undertakings and establishments of '
new undertakings will continue to be subject to the provmons of the
monopolies and Restrictive Trade Practices Act. The provisions of the this
Act including those relating to dominant undertakings would be effectively

implemented.

(ii) Except in the case of industries eligible for automatic growth of
capacity, the expansion of existing undertakings into new lines and
establishments of new undertakings by Large Houses will require specific

approval of Government.

(ii1) Large houses will have to rely on their own internally generated
resources for financing new or expansion pi'ojects. While an appropriate
debt equity ratio will be permitted in the case of industries like fertilizers,
paper, cement, shipping, petro-chemicals, etc. which are relatively more capital

intensive in nature, the debt equity ratio in the case of other less capital -
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_intensive or less sophisticated industries will be so to reflect the greater use

of their own internally generated resources by the Large Houses.

In its licensing policy Government will regulate the activities of the
large houses to bring them in line with the country’s socio-economic goals.
Where large scale units, whether belonging to large houses or not, are already
engaged in the manufacture of items since reserved for the small scale sector,
there will be no expansion in their capacity. On the other hand, the share of
these units in the total capacity for these items will be steadily reduced and
that of small scale and cottage sector increased. In licensing other activities
of large scale industry, particularly of units belonging to large houses,
Government would pay due regard to the existing share of these units iﬁ the
total domestic production of these items. It will be the policy 6fGovemment
to ensure that no unit or business group acquires a dominant or monopolistic

4position in the market. The present industrial activities of the Large Houses
will be scrutinized so that unfair practices arising out of manufacturing inter-

linkages are avoided.

To ensure social accountability, the financial institutions whose
support is vital for setting up and running of large scale enterprises will be
expected to assume a more active role in overseeingthé activities of -
undertakings financed by them in order to ensure that management is

increasingly professionalism and conforms to national priorities.

(i) Public Sector - The public sector in India has today come of
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" age. Apart from socializing the means of production in strategic areas, public
sector provides a controlliﬁg power to the growth of large houses and large
enterprises in the private sector. There will be an expanding role for the
public sector in several fields. The public éector will not only be the producer
of important and strategic goods. of basic nature, but it Will éléc; be used
effectively as stabilizing force for maintai.ning essential supplies for the
consumer. .The public sector will be charged with the responsibility of
encouraging the development of a wide range of ancillary industries and
contribute to the growth of decentralised production by making available its
expertise in teéhnology and management to small scale and cottage industry
sectors. It will be the endeavour of Government to operate public sector
enterprises on profitable and efficient lines in order to ensure that im-/estment
in these industries pays an adequate return to society. The Government attaches
high priority to the building up of a professional cadre on managers in the
public sector, who would be given the necessary autonomy and entrusted
with the task of providing dynamic and efficient management to such

enterprises.

(j) Indigenous and foreign Technology - The Country has well
developed infrastructure of scientific establishments. Future development of
industries in India must be based on indigenous technology as for as possible.
Full scope will be given to the development of indigenous technology. It also
essential that development of indigenous technology is responsive to the
objective of efficient production in increasing quantities of goods that society

urgently needs. Science and technology must contribute to the improvement



in the living standards and the quality of life of the large mass of our people.

In order to promote technological self-reliance, the Government
recognizes the necessity for continued inflow of technology in sophisticated
and high priority areas where Indian skills and technology are not adequately
developed. In such areas, the Government’s preference would be for outright
purchase of the best available technology and them adapting such technology
to the country’s needs. Indian firms which are permitted to import foreign
technology would be required in appropriate cases to set up ade.quate
Research and Development facilities so that imported technology is properly
adapted afvr;ﬁ assimilated. The Government will also set up a national registry
of foreign collaboration in the Secretariat of the Foreign Investment Board

so that there is continuous monitoring of these efforts.

(k) Foreign Investment - The Government would also like to clarify
its policy regarding participation of foreign investment and foreign companies
in India’s industrial development. So far as existing foreign companies are
concerned, the provisions of the Foreign Exchange Regulation Act would
be strictly enforced. After the process of dilution under this Act has been
completed, companies with direct non-resident investment not exceeding 40
per cent will be treated on par with Indian companies, except in cases
specifically notified, and their future expansion will be guided by the same

principles are those applicable to Indian companies.

Foreign investment and acquisition of technology necessary for



India’s industrial development would be allowed only on such terms as are
determined by the government of India to be in the national interest. In areas
- where foreign technological know how is not needed existing collaborations
will bot be renewed and foreign companies operating in such fields will have
to modify their character and ‘activities in conformity with national priorities
within the framework of the Foreign Exchange Regulation Act. To guide
entrepreneurs, government will issue a revised illustrative list of industries
where no foreign collaboration, financial or technical, is considered necessary

since indigenous technology has fully developed in this field.

It is said that for approved foreign investment, there will be complete
freedom for remittance of profits, royalties, dividends as well as repatriation
of capital subject, of course, to rules and regulations common to all. As a
rule, majority interest in ownership _aﬁd effective control should be in Indian
hands though Government may make exception in highly export oriented
and /or sophisticated technology areas. In hundred percent export oriented

cases, Government may consider even a fully owned foreign company.

(1) Indian Joint Ventures Abroad - A number of joint ventures have
been set up in many developing counties but Indian entrepreneurs in
collaboration with local associates. At the present stage of the country’s
industrial develop'ment, substantial export of capital from India will neither
be feasible nor desirable. The contribution of the Indian entrepreneur to the
joint ventures abroad, shall, therefore have to be mamly in the form of

machinery and equipment, structural and also technical know-how and
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management expertise. In cases where, in addition, some case investment is
found necessary, Government will be willing to consider such investment up

to a maximum limit to be prescribed for this purpose.

(m) Import Liberalisation - Self-reliance must continue to be a
paramount objective of country in industrial and economic policy. Recent
events in the international economy have demonstrated that the méin burden
of adjustment to external shocks and changing international environment has
to be borne by the country itself. Our industrial strategy, therefore must
respond to the objective of creating an industrial base which is sufficiently
diversified and sufficiently strong to withstand the vagaries of international
trade and aid relationships. The creation of a stron.g and diversified industrial
economy does not mean that the country should not or need not participate
in international trade, both as exporter and importer of industrial goods. This
we must continue to do. In fact, the favourable changes that have taken place
in our foreign exchange situation énd the progress that we have made in the

industrial field should now enable us to selectively dispense with import
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Aquotas and quantitative restrictions, while retaining the protection given through

(3) o
tariffs. (3) Relaxation of quantitative import controls, must, however, be

consistent with our overall plan priorities. Such relaxation will be in areas
where existing quantitative restrictions or hurting rather than helping the future
- development of high priority of industries, for example, by unduly delaying
the implementation of critical projects or where indigenous industry is taking

advantage of such restrictions for raising costs and prices beyond tolerable



limits. Indian industry would, of course, be given all assistance to improve
their competitive position and their technology. Many Indian firms are even

today in a position to compete successfully in international field, and therefore

no longer require the protection through quotas.

(n) Exports of Manufactures - Exports of manufactures are an
important and growing segment of our export trade. Government will consider
favourably proposals for export oriented manufacturing capacity in fields
where such investment is likely to be .intemationally competitive after making
allowance for the structure of indirect taxation in the form of customs and
excuse duties and other similar levies. In the case of wholly export based
activities, Government will also be willing to consider exemption from customs/
excise duties on inputs, provided there is substantial net value added in the
export product and al$o such production is likely to generate additional direct

and indirect employment.

(o) Location of Industries - The Government attaches great
importance to balanced regional development of the entire country so that
disparities in levels of development between different regions are progressively
reduced. Government have noted with concern that most of the industrial
development that has taken place in our country since independence has
been concentrated around the metropolitan areas and large cities. The result

has been a rapid deterioration in the living conditions especially for the working

1oU

classes in the larger cities and attendant problems of slums and environmental -

pollution. The Government have decided that no more licences should be
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issued to new,industrial units within certain limits dflarge‘metropolitan cities
~ havinga population of more that I million and urban areas with a population
of more that 5 lakhs as per the 1971 census. State government and financial
instifutions will be requested to deny support to new industries in thegg'e areas
such as those which do not require an industrial license. The Government of
India would also con.sider providing assistance to large existing industries

which want to shift from congested metropolitan cities to approved locations

in backward areas.

(p) Pricing Policy - A sound price policy has to aim at a reasonable
degree of price stability and a fair parity between };I‘iCES of agricultural and
industrial prbducts. There has been' atendency to regulate prices of industrial
products which are vital to the needs of'development in a manner which
.made their production less attractive than production catering to the needs
of'the elite. [t will be the policy of Government to ensure that in cases where
there is price control, the controlled price will include an adequate return to.
the investor. Provided that the industry is operating at a fairly high utilization
of capacity and is conforming to the technologically attainable norms, it will
be permitted to earn a sufficient return to provide for a reasonable dividend
to the shareholder and also adequate funds to plough back into business for
" modernization and growth. By the same token, Government cannot permit

exorbitant profits being made by industries which are operating well below

their capacity or by units which operate in a monopolistic environment.



(q) Workers* Participation - The most important single resource of
any country is the skill and hard work of its people. We, in India have an
abundant supply of labour which is capable of acquiring new skills very
quickly and also an existing reservoir of technical and managerial personnel.
These resources can be used effectively only in an environment in which the
workers and managers develop a sense of personal involvement in the working
of the enterprise. Family control of Business particularly in the field of large

scale industry is an anachronism, and 1t will be Government’s policy to insisf
on professionalism in manégément. At the same time, ways and means have
to be found to create amongst workers, both in public and private sector
industries, a stake in the efficient working of their units. The Government are
examining the possi.bilities of encouraging worker’s participation in the equity
of industrial units without, in any way, adversely affecting their interests.
Such equity participation together with an active association of workers in
decision making from the shop floor level to the Board level will provide the
necessary environment for a meaningful participétion by workers in the

- management of idustry.

(r) Sickness in Industry - One of the disturbing features of the
industrial sceﬁe in recent years has been the growing incidence of sickness
of both large and small units. In some cases, such as cotton and jute and
textiles or sugar, a high proportion of the units in the industry have become
sick with the result that in order to protect employment, government has had

to take over a number of such units. While government cannot ignore the
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necessity of protecting existing employment, the cost of maintaining such
employment has also to be taken into account. In many cases, very large
amounts of public funds have been pumped into the sick units which have
been taken over but they continue to make losses which have to ,lbé financed

by the public exchequer. This process cannot continue indefinitely.

In future, the takeover of management of units would be resorted to
selectively and only after careful examination of the steps required to revive
the units. It would also be the policy of the Government to take quick and
effective steps for rehabilitation and reconstruction of the units and to ensure
professional management of such units on a continuing basis. The cost of
overcoming sickness in ihdustry becomes much more manageable if such
sickness can be diagnosed at an early date. For this purpose Government in
cooperation with the Reserve Bank of India imve'instituted arrangements for
monitoring incipient sickness in industrial units so that<corrective action can
be initiate as soon as there is evidence of mismanagement or financial and
technological weakness. The Government is also considering measures
whereby managers or owners who are responsible for mismanaging and turning
their units sick are not permitted to play any further part in the management

of other units.

(s) Streamlining of Procedures - Government will continue its effort
to remove irritants in the industrial approval procedures which come in the
way of accelerating industrial development. Since costs of delay are heavy

and our country which is seeking to pull itself by its boot-straps can ill-



afford them and swift progress should be our watchword, every effort will

be made to improve .administrative arrangements so as to result not only in

further speedy and orderly approval procedures but also in enforcing an

expeditious translation of letters of intent and industrial licences to productive
capacity on ground. In order to streamlining and simplify procedures and
policies relating to industrial licensing as well as imports and exports,
Government have set up high level committees which will submit their report

shortly.

Industrial development is a complex process requiring the effective
interaction and cooperation of all sections of society. If the objective of the
new Industrial polrcy of accelerating the pace of industrial growth, rapid
increase in levels of employment, productivity and income of industrial

workers and a wide dispersal of small and village industries have to be

achieved, the willing cooperation of industrial workers, trade unions,

managers, -entrepreneurs, financial institutions and various governmental
authorities responsible for implementing schemes of assistance will be
essenﬁa]. The main brunt of the effort has, however, to be borne by our
industrial workers and manégers who are second to none of their skills and
efficiency. The Government earnestly appeals to all these groups to work
together in a spirit of dedication to the national cause. It is only by our own
skills and efforts that we can hope to solve the numerous problems facing
the country. 1977 has been a year of historical changes and people’s

expectations in the political and economic fields are high. It is hoped that the
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new direction that is being given to the industrial policy of the country will
help in the creation of a just and equitable society in which the benefits of

industrial development will be shared by all the people.
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4.5 - INDUSTRIAL POLICY
- STATEMENT 1980

The Indira Gandhi Government which replaced the Janata/Lok Dal
/Congress (I) Alliance Government at the Centre in January 1980
understandably came up with its own policy, more particularly in view ofthe o
industrial stagnétion that had been witnessed in the immediately preceding |
year. According to the pre-Budget Economic - Survey, 1979-80, released in
June, 1980, the index of industrial production had in fact declined (by 0.8
percent in the first eleven months of 1979-80) as against the sizeable rise of
7.8 per cent in 1978-79. The Minister of State for Industry, accordingly,
made a comprehensive statement on the Government’s new industrial policy
in the Lok Sabha on July 23, 1980. The Industrial Policy Resolution 1956
has served as the corner stone of the Congress Government policy frame for
the past quarter of a century. The industrial policy announcement of 1956 in
fact reflects the value system of our country and has shown conclusively the
merit of construction flexibility. In terms of this resolution the task ofraising
the pillars of economic infrastructure in the country was entrusted to the
public sector for reasons of its greater reliability, for the very large investments
required and the longer gestation periods of the projects crucial for economic

development. The 1956 resolution, therefore, forms the basis of this statement.
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It is important to note that the industrialisation in a developing country
has two aspécts viz. optimum utilisation of installed capacity and exi)ansiori
of industries. The industrial progress in India during the past three decades
can be attributed to the policies pursued by the Congress government. While
the country had reached a take off stage onwards mid - 1970s both the
growth channels - optimum utilisation of installed capacity and expansion of
industries were choked off by the 33 months - rule of the janata Party and its
successor government. The run away of the economy has been damaged by
the two governments and the entire process of development was put in reverse

gear.

It must be said that the first task before us is the revival of the
economy which is presently ihhibited by infrastructural gaps and inadequacies
in p_érformance. This put the economy into vicious circle of storage of major
industrial inputs like energy transport and coal. Td normalise the sitﬁation,
Government are working on war-footing to break this vicious circle and to

put the economy-again on its feet.

n . denyin : - - -
Thege is no dyéing'the fact that industrialisation is a sine qua non of

economic progress. Our Government is committed to rapid and balanced
industrialisation of the country with a view to benefiting the common man in
the shape of increasing availability of goods at fair prices, larger employment
and higher per capita income. A higher standard of l_iving implies that more
of industrial goods go into the consumption basket of the people.

[ndustrialisation is also essential to provide the much needed support for
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agriculture and for the development of infrastructural facilities like energy
and transport. The net economic impact of industrialisation must travel down

ultimately to the maximum number of people.

The pattern of distribution of benefits of industrialisation should be
such as to cover as large a segment of the country’s population, both rural
and urban, while avoiding economic concentration in a few hands. New
thrusts need to be made to establish a dynamic industrial economy as iﬁdieatea
in the election manifesto of the Congress Party. Now the Coﬁgress party hae
been entrusted with the responsibility of the Government , what is needed
above all is a set of pragmatic policies which will remove the constraint to
industrial production, act as catalysts for faster growth in the coming decades,

within the following socio-economic objectives
(a) Optimum utilisation of the installed capacity.
(b) Maximizing production and achieving higher productivity.
(¢) Higher employment generation.

(d) Correction of regional imbalances through preferential

development of industrially.backward areas.

(e) Strengthening of the agricultural base by according to a
preferential treatment to agro-based industries, and promoting optimun inter-

sectoral relationship.
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(f) Faster promotion of export-oriented and import substitution

industries.

(g) Promoting economic federalism with an equitable spread of
investment and the dispersal of returns amongst widely spread over small

but growing unit in rural as well as urban areas.
(h) Consumer protection against high prices and bad quality.

-An unfortunate development during the recent political vacuum in
the country has been an erosion of faith in the public sector which has been
reflected in its rather poor performance in recent years, public sector, which
was conceived ‘to provide the pillars of the country’s economic infrastructure,
was rendered hollow. The gigantic task before us, therefore, is to rehabilitate
faith in the public sector. We have not only to restore people’s faith in the
public sector, but also effective operational systems of management in the
public sector undertakings. The public sector has to be identified as people’s
sector and not as ‘Nobody’s sector’ as was rendered by the last Government.
Public sector constitutes as substantial segmentlof industrial activity in the
country and its contribution in terms of generating surpluses and emplbyment

tor further growth of the economy needs to be improved.
The salient features of the new policy are as follows:

I. Unit by Umt Examination for corrective steps -- Government has

decided to launched a drive to revive the efficiency of public sector
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undertakings. Industrial undertakings in this sector with closely examine on
unit by unit basis and corrective action will be taken in terms of a time bound
programme wherever necessary. Some of the units were allowed to get into
chronic problems and instead of contributing surpluses, tended to put a
_drain on the public exchequer. Priority will be accorded to convert losing
concerns into viable one’s through broad restructuring of the system and by

providing dynamic and competent management.

II. Management Cadre -- On the positive side, public sector will
continue playing aﬁ increasingly important role. Part of the reason for
unsatisfactory performance of some of the units in the public sector has
been the absenbe of proper management cadre. It is proposed to take effective
steps to build the public sector undertakings and emphasis will be placed on
developing management cadres in functional fields such as operations, finance

marketing and information systems.

The Government would pursue the goal of a vibrant self-reliant and
modern economy in which all sectors and all segments of the society have a
positive role to play. The industrial policy resolution of 1956 assigned a role
for industrial undertakings in the private sector within the framework of socio-
economic policy of the state and subject to certain regulations in terms of
relevant legislation. Government recognizes that it would be, in general,
undertakings to develop in consonance with targets and objectives of national
plans and policies but shall not permit the growth of monopolistic tendencies

or concentration of economic power and wealth in a few hands.



I11. Economic Federalism -- According to the policy statement, it
will be Government’s endeavour to reverse the trends of the last three years

towards creating artificial division between small and large-scale industry
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under the misconception that these interests are essentially conflicting. While -

making all efforts towards integrated industrial development, it 1s proposed

to promote the concept of economic federalism with the setting up of a few

nucleus plants in each districts, identified as industrially backward, to generate

as many ancillaries and small and cottage units as possible.

- IV. Nucleus Plants -- The policy has introduced a new concept - -

that of nucleus plant. A nucleus plant is one which would concentrate on
assembling the products of the ancillary units falling within its orbit on
producing the inputs needed by a large number of smaller units and making
marketing arrangements. The nucleus will also ensure a widely adequate spread
pattern of investment and employment and will distribute the benefits of
industrialisation to the minimum possible. The nucleus plants would also
work for upgrading the technology of small units. Small is beautiful only if it
is growing just as the phased manufacturing programme with a view to reducing
relimee animparted cmnpuncntl&* :md- materinls plaved as important role
diversitying our industrial structure, carefully worked out time bound
programme for greater ancillarisation of industry and growth of

entrepreneurship.

V. Redefining of Small Scale Units --- In order to boost the

development of small scale industries and to ensure their rapid growth,



Govermment had decided :

(1) to increase the limit of investment in the case of tiny units from

Rs. 1 lakh to Rs. 2 lakhs.

(i1) to increase the limit of investment in the case of small scale units

from Rs. 10 lakhs to Rs. 20 lakhs, and

(111) to increase the limit of investment in the case of ancillaries from

Rs. 15 lakhs to Rs. 25 lakhs.

This would eliminate the tendency to circumvent the present limit

by understanding the value of machinery and equipment, falsification of

accounts or resort to ‘benami’ units. The enhancement of the limit in terms

of investment in plants and machinery will also help genuine small scale units
particularly qualified entrepreneurs to come up. This measure will also facilitate

long overdue modernization of many of the existing small scale units.

(v) Financial Support to Small Units - One of the major constraints
to the growth of decentralised sector has been the difficulties of finance

experienced particularly by industrial entrepreneurs in small, cottage and rural

sectors. Although- there is adequate net work of institutional finance, yet -

there is need for coordinating the flow of capital both short term and long
term. Government would evolve a system of coordination to ensure the flow

of credit to the growing units in the decentralized sector at the right time and

on appropriate terms. Government propose to strengthen the existing



arrangements and make such changes as may be necessary to facilitate the

availability of credit to the growing units in the small scale sector.

In order to assist the growth of small scale industries it is-proposed
to introduce a scheme for building up of buffer stocks of essential materials
which are often difficult to obtain. For this the existing set up such as small
industries development corporations in the states and the national small
industries corporation in the Centre will also be utilized. Special needs of

states which rely heavily on a few essential raw materials will receive priority.

(vi) Marketing Support and Reservation of items for Small Scale
Industries --- Polities regarding marketing support to the decentralized sectors
and reservation of items for small scale industries shall continue to be in

force in the interest of growth of the small scale industries.

(vi1) Village Industries -- Government is determined to promote such
a form of industrialisation in the country as can generate economic viability
in the villages. Promoting of suitable industries in the rural areas will be
accelerated to generate higher employment and higher per capita income for
the villages in the country without disturbing the ecological balance.
Handlooms, handicrafts, Khadi and other village industries will receivé greater

attention to achieve a faster rate of growth in the villages.

(viir) Correcting Regional Imbalances --- Industralisation will-play

an important role in correcting the regional imbalances and reviving the
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industrial growth to lead the economy once again to the take of stage. Foi
the achievement of this goal, Government have decided to encourage dispersal
of industry and setting of units in industrially backward areas. Special
concessions and facilities will be offered for this purpose and these incentive

will be growth and performance oriented.

(ix) Evaluation of Incentives - In the past numerous incentives
have been provided to industries from time to time. It 1s Government’s
considered view that all incentives given to industry must be performance
oriented. It is, therefore, proposed, that a regular periodic assessment will be
made of the impact of theée incentives to see the extent to which they have
fulfilled their initial purpose. Unless it is apparent that the~ purpose is being

served Government will review that system of incentives.

(x) Generation of Employment and Higher Production --- Industrial
development has to be viewed in the brqader context of generating higher
production and employment. Overcoming the problems of poverty and
backwardness need a multipronged approach. An integral part of third
apﬁroach would be to create new focal points of industrial growth which
have the maximum affect on the quality of life. This will have to be based
essentially on the utilization of local materials and locally available manpower.
The ripple effect of substantial investments in backward districts in the past
has in many cases not been adequate, mainly because such investments did
not have effective hinkages with local resources. Government, theréfore,

propose to encourage investment by public and private sector which will
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meet these criteria and would also promote a network of spread out ancillaries.

(xi) Endorsemenf of Licences to Reflect Existing Productive
Capacity --- In 1975, Government had taken certain decisions in regard to
“the recognition of additional capacities as a result of replacement and
modernization of equipment, liberalization of investment procedure for
stimulation production in certain selected industries and for endorsement of
excess productiovn over licensed capacity on t‘he basis of a simplified
procedure. Government feels that in several industries which are important
from the point of view of national economy or are engaged in production of
articles of mass consumption, the productive capacity endorsed on the
original licences of as amended in terms of the 1975 notification xﬁay not
reflect the full productive potential of the unit. As a result of increased labour
productivity or technological improvements, the productive capacities may
have increased. Government propose to recognize such capacities on a
selective basis. It would not be in public interest to permit licensing procedures
or a rigid locational policy to stand in the way of maximizing production.
The necessary nétiﬁcations listing the industries, and spelling out the simplified

procedures for such endorsement will be issued separately.

In view of the constraints on resources in a developing country like
ours, and also taking into account the considerable increase in the prices of
capital goods, particularly those required to be imported, restrictions are
placed on the fullest utilization of the exiéting industrial capacities which

have direct linkages with the core sector, and industries which have a long



term export potential. All these industries are of basic, capital and strategic
importance for the growth of the economy. In February 1973, Government
~had announced a list of such industries following the classification of
industries, mentioned bin the first schedule to the Industries (Development
and Regﬁlation ) Act, 1951. Later in 1975, Government had permitted the
facility for automatic expansion in respect of 5 industries. The extent of
increased capacity permitted in respect of these industries was limited to S
percent per annum or 25 percent in a five year plan period and could be
- undertaken in one or more stages. This expansion was to be in addition to
the normal permissible expansion in production by 25 percent of the approved
capacity. Government have now decided that this facility will also be extended
to other industries included in Appendix I. In this behalf, the necessary

notifications will be issued separately.

(xi1) Export Oriented Units --- Industry must contribute its share
increasing a more favourable balance of trade by catering to the ever increésing
foreign markets. Govemmént would sympathetically consider requests for
setting up 100 percent export oriented units, requests for expansion of existing
units exclusively for purposes of export and for allowing higher production

for exploiting fully the emerging export opportunities.

(xiit) Advanced Technology for Economics of Scale ------- In a
number of cases Indian industry has not been able to compete in markets
abroad because the scale of output which 1s related to the level of domestic

demand is too small to give them the advantages of modern technology and
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cconomics of scale. In cases where a larger production base would iﬁcrease
the competitiveness of Indian industry abroad Government will consider
favourably the induction of advance technology and will permit creation of
capacity large enough to make it competitive in world markets, provided
substantial exports are likely. The purpose of introducing such a policy would
be not only to encourage exports but also to enable mdustry to produce :
better quality products at lower costs which will ultimately benefit the consumer

in terms of price and quality.

(x1v) Research and Development --- The Indian indusny must earmark
substanti-al resources for R & D to constantly up date technologies with a
view to optional utilization of scarce resources, better services to the consumer
and achieving greater exports. We also have to lay greater emphasis on bringing

the benefits of the latest R & D to the medium and small units.

(xv) Transfer of Technology --- Government will take active
- measures to facilitate tr_ansfer of t.echnolog); from efficiently operating units
to new units. Companies which have well established R & D organisations,
and have demonstrated their ability to absorb, adopt and disseminate modern
technology will be pennitt;:d to import such technology as will increase their
efficiency and cost effectiveness. This will not only lead to saving of foreign
exchange but would also ensure self-sufficiency and higher foreign exchange

garnings.
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(xvi) Modernization Packages --- ‘Modernization Packages’ will be
evolved to suit the requirement of heavy industry, and will include all aspects,
1.e. appropriate location and optimum use of energy and the adoption of the
right kind of scale and technology in order to minimize costs and improve
efficiency in the use of scarce materials, the supply of which come from
non-renewable sources. It will be Government’s endeavour to ensure that
the process of modernization percolates down to small units and the villages,
as in the case of the large scale modern industry, the new processes and
techﬁologies 1ﬁust replace the old and the traditional ones in the decentralized
sector also, improved tools and techniques which will contribute to higher
productivity and reduce the drudgery are an essential ingredient of the
modernization. Government will review the present arrangements in terms of
special facilities and incentives such as Sofi loans, establishing of proper
linkages in the field of marketing and strengtheﬁing the credit facilities

particularly for the decentralised sector.

(xvii) Energy - Industry Dovetailing ------- Until recently, little effort
has been made in dovetailing the industry and energy policies. Nor has enough -
attention been paid to the effect of industrial growth on environment and
pollution of air and water. Government have decided that such industrial
processes and technologies as would aim at optional utilization of energy or
the exploitation of alternative sources of energy, would be given special

assistance, including finance on concessional germs. ' .
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(xviit) Pollution Control --- Similarly activities which have a direct

bearing on and will contribute to improve environment and reduce the -

deleterious effects on pollution of air and water would also be made eligible
for special assistance on appropriate teris. Government will examine the
present scheme for soft loans with a view to including in it activities related
to energy conservation exploitation of non-traditional sources of energy like
solar energy and control of water and air pollution and also such other specific
industrial activities as are in urgent need of modernization and up-gradation
of technology. This will be a continuing exercise and the list of industries

eligible for soft loan scheme will be reviewed from time to time.

. (xix) Preserving Ecological Balance -- Government are committed

to the p‘t'ésewatf011 of eéological balance and for improving living conditions

in the urban centre of the country. In pursuance of this policy and with a
view to encouraging the dils‘persal of industry, s_téps have been taken to pre'vent
the growth of industry in the metropolitan cities and larger towns. Setting up
of new industrial undertakings within limits of such urban‘ centres 1S not

permitted.

However, in the implementation of this policy, Government propose
to remove genuine difficulties, without detriment to the basic objectives. It
is, therefore, proposed to provide for selective relaxation to enable, utilization
of already installed capacities, to provide for natural growth and to encourage

production for export. The requisite simplification and procedural changes



in the application of the present locational policy are being announced

separately.

(xx) Streamlining Licensing Procedures -- There has already been
considerable simpli’fication and streamlining of licensing procedures.
Nevertheless, there is scope for further improvement in reducing the period
of time taken for disposal of application for the greation of new capacities
proposals for substantial expansion, and the production of new items. It is
proposed to speed up the processes of examination and decision-making
and also to examine the possibilities of further rationalisation and simplification

of the system of industrial licensing.

(xx1) Monitoring System and Data Bank --It is also proposed that in
future, the agencies connected with the issuance of letters of intent/industrial
licenses but would also evolve a comprehensive system of monitoring the
implementation of the schemes. For this purpose, it ifﬁl proposed to build up

a data bank on the progress of various licensed/registered investment schemes.

The objectives of the data bank will be to have, in respect of all
major investment proposals, information regarding the progress in regard to
the import of capital goods, the status in regard to the application for term
Iendmg and also the physical implementation of the scheme. The establishment
of such a data bank will also enable Government to ensure that where parties

have wilfully failed to implement the letters of intent or have tried to pre-empt

capacity are dealt with suitably.
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Government are concerned at the growing problem of sickness in a large -

number of industrial undertakings. While it is recognised that it would be in
the national interest to protect-the investments in these undertakings by

appropriate remedial action, it is also the view of Government that deliberate

mismanagement and financial improprieties leading to sickness should be

dealt with firmly. Various all India financial institutions have set up early stage
with a view the tiaki'n-g necessiary corrective action. To ensure this the
- Government propose to introduce a checklist to serve as an early warning

‘-sysvtem for identifying symptoms of sickness. -

(Xxiii) Merger and Amalgamation --- In the case of existing sick

‘undertakings which show adequate potential for revival, it would be the policy.

of the Government to encourage their merger with healthy units which are =

capable of managing the sick undertakings and restoring their viability. For

this purpose, the existing tax concessions under Section 72-A of the Income

Tax Act will be made more liberally available to Amalgamation proposals -

~which wil.l serve the puipoée of revival bf si_ck units. The existing guidelines
‘will be revived with a yiew t'iie facilitating greater reliance on voluntary mergers
of sick units with healt’h)unit's which are capable of implementi‘ng a viable
: revival scheme:

It is also Government’s policy to ensure that state Governments,
the financing institution and the labour co-operate effectively for the revival

of the sick units. Recourse to takeover of the management under the Industries
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(Development and Regulation ) Act will be taken only in excéptional cases
on grounds of public interest where other means for the revival of sick
undertakings are State Governments will, in appropriate cases, be expected

to assume responsibility for the financing and management of the undertaking.

(XX1V) industrial Relations --- Deteriorating industriill relations in the
'l_a'st three years effected a number of important sectors of economy and led
" to fall in the iridustrial production. Government attach great importance to
ti]C interests and Weifare of labour; but they also consider that the maintenance
of d'onstruct'iye_ and.cordial industrial relations in which both labéur and
: mémageinent liave to coop‘éiate in a responsible manner is essential for the
sus-faiiied growfli of f_:cono‘_iny. Government have decided to revive the
tripartite labour conference and it is hopeci that through an attitude of mutual
' Undei’standing'and constructive cooperatioh it will be possible to establish

higher standards of productivity and industrial harmony.

(_xxv) Iridustria] pricing policy -- [t is Government’s policy that while
all reasonable facilities and incentives will be provided to industry, it must
recognize and accept its social responsibility particularly in terms of
- maiiitaining the price line, avoiding boarding and speculation, and maximising

~ production on an efficient basis. .it is proposed to start a dialogue with the
iridustry_ to e_n-S‘iire that Witii.ii’i a stipulated period of time, the prices are

rationalized to the benefit of the consumer.



(xxv1) District Industries Centres --- The new policy states that the

Government have reviewed the scheme of district industries centres which -

has not produced benefit commensurate with the expenditure incurred.

Government therefore propose to initiate more effective alternatives.

Industrial development is an inter-disciplinary concept. It pertains

not only to the ma'nufacttir_i'n.g activity but to all related infrastructural -

development, licensing and corporate policies, ﬁnahbial, ﬁscél, trade and -

‘pricing policies, industrial relations and management, scientific and

technological developments, and broad socio-econoinic policies. As such,

the impleln_eritat‘i'on of the industrial policy requires close and effective

coordination and monitoring at various levels at the centre as well as between

the centre and the states. Its ultimate success with also depend on the extent

of cooperation that industry feceives from the other sections of society.

Government of India trust that the objectives set out in this paper

and the measures outlined herein to achieve them will receive the support of

all sections of the people to enable the country to-attain its larger goals,

prosperity.to its citizens, and the establishment of an egalitarian society.
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4.6 - INDUSTRIAL POLICY
RESOLUTION-1990

The In‘dtist‘ry Minister,.r Ajit Singh, announced the New Industrial
Policy on May 3 Ill, 1990 and made a case for the growth of the small—scale; )
| industries just on the'lines of the steps ‘taken by the J anata Party Governmen"t |
of 1977. On the:_other hand,v an effdrt has been rnade topermit blanket'~

1iberalisa'titon with a view to accelerate the growth of the medium and large-

.' scale sect01 ‘The pollcy statement gives unfettered right to conclude forelgn R

collaboratlons in case the royalty payments do not. exceed ﬁve percent on - -

) '-'domestlc sales and elght percent on exports The mdustrlal pollcy is a curious -
amalgam»of thevphllosophy of the Janata Dal and the phllosophy of

indiscriminate liberalisation followed by Rajiv Gandhi.
Themain highlights of the 1990 Industrial Policy are as follows:
(a) Higher investment lirnit for small and medium units.

(b) Stress on technology 'up—gradation and simplification of

-procedures, especially for the small-scale sector.
o (c)’.'E_asier norms for technology transfer.

(d) De-licensing of 100 per cent export-_oriented units and units in

export processing zones.
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(e) Automatic approval of foreign equity upto 40 p‘er cent.
* (f) Easier access to imported capital goods, raw materials.

| The hike in inve'stment ceiling on plants and machinery for 'A
small-seale-rn'dustrie's,. delicensing of new units upto an investment .
‘of_Rs.'ZS'c”rOres in fixed assets in non-backwardareas, li‘be‘ralise’d.f o
~ norms for 'tbreign eol’lab'or‘a.tion and clearance of ‘u‘pto 40 pereent of

equity are among the sahent features of the new industrial pohcy

- The new. pohcy is desrgned to re-orient mdustrral growth to ensure

- employment gen'eratlon drspersal of 1ndustry.1n rural areas and to -~

Increase 'exports of small-scal.e industries. New units set up by MRTP | -

“and FERA companles wr]l contlnue to need clearance under the S

provrsrons and regulatlon ofthese two Acts, though they would be' .

- covered by the procedures set out in the new industrial policy. - |
" The investment ceiling on plant and machiné‘r‘y for small-

scale industries goes upt.o Rs. 60 lakhs from Rs. 35 lakhs. The hike B

for ancillary units would be from Rs. 45 lakhs to Rs. 70 lakhs.® The

- he]p boost exports from thls sector the Government has decided to

o -ustep up thelr mvestment in plant and machinery to Rs. 75 lakhs

provided they export 30 percent of their annual production by the =~

third year.
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In respect of tiny units, the ceiling has been raised from Rs. 2 lakhs
to Rs. S lakhs. However, as regards location of tiny units the production limit

of 50,000 as per the 1981 census would continue to apply.

According to the Document efforts would be made tlo identify
more items amenable to reselvatxon for exclusive manufacture in the small-
scale sect01 At present, 836 items are reserved.

The new mdustnal polxcy Wthh does away with hcensmg for all new units
| ‘upto an investment limit of Rs. 25 crore in non-backward areas. For units
| commg up in centrally notlﬁed backwald areas, the licensing exemptlon limit

w1ll be Rs. 75 crore.

The ’p'olicy also delicenses 100 per cent export oriented units and
units set up the export processing zones, provided the investment is not
more thaii RS. 75 crore. More‘ove‘r, such investments will be free from the

convertibility clause of financial investments.

It was by ariother major poiicy decision, the government has al-
loWed automatic increases in foreign equity in Indian companies upto a level
of 40 percent but this is conditional on effective technology transfer from the -

* foreign partner. But at the same time, a stipulation has been p]acrevd on im-
ports of capital' goods, in such cases. It lays down that the landed value of
“capital goods SO impcrted should not be more than 30 percent ofthe costof

o .'the entire plant and mac'hinery ,oft'he project.
The ex1st1ng dellcensed industries scheme exempted .
mdustnes scheme and DGTD registration system will stand

~ abolished under the new policy. For the import capital goods,

the entrepreneur would have entitlement to import upto
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a landed value of 30 percent of the total value of plant and machinery required
for the unit. For imports of raw materials and components, imports would
be pennisSible upto a landed value of 30 percent of the ex-factory value of |

annual production.

A new scheme 0( central investment subsidy ex-clusively for the
small scale sector in rural and backward areas capable of generating higher
level of employment at lower capital cost would pe implemented. To improve
the competitiveness of the products manufactured in the small-scale sector,
programmes for modernisation and up-gradation of technology would be
implemented. A number of technology centres, tool rooms, process and
product development centres, testing centres, would he set up under the |
.umbrella of an apex technology developme.nt centre in small industries

development organisation.

The liberalised provision relating to 40 percent foreign investment
as well as other liberalisation measures, announced i the new industrial policy,
will be applicable to only a specified list of industries, the industry minister,

Mr. Ajit Singh, told reporters.

Describing the new policy as a step towards liberalisation, Mr. Singh
said it would make the domestic industry internationally compet‘itive and
attract forei@ ‘investm}ent.‘ Mr. Singh said investment upto 40 percent of the
equity would be allowed on an automatic basis to attract foreign investment

and eflective inflow of technology.



Mr. Singh said the new policy is an effort to begin the process of
change which will help the growth of industry in all sectors in the 1990s. An
exercise of this type can never be comprehensive and complete. Such policy
measures are from time to time as the need arises, he said. He, however,
evaded the quarry whether the government in considering any liberalisation

measures for MRTP and FERA companies.

The minister estimated that 60-65 percent of all intended investments
would not require any clearance from the Union Government at all under the
new policy. The remaining 30-35 per cent investment will continue to require

the appropriate approvals.

Mr. Singh dbsewed . “We have, therefore, effectively freed the

majority of industrial investments from delays which are endemic in a
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bureaucratic clearance system.” He added : “This analysis is based on out -

experience with the pattern of recent industrial approvals. We will monitor
the pattern of new industrial investmeﬁts and act accordingly.” Mr. Singh
pointed out that in 1989, about 1,200 letters of intent, 1,200 delicensed
registrations and about 92Q registrations_under the EIR scheme were issued
by the industry ministry. In addition to these, 386 DGTD registrations were

1ssued making for a total of about 3,700 licence related approvals. Almost 90

" per cent of these approvals, fall within the specified investment limit of Rs.

25 crore in non-backward areas and Rs. 73 crore in backward areas. Morepver,

almost half of these investments do not envisage any import of capital goods.



In addition about 10-15 percent of the?e investment require imported
capital goods of less than 30 percent of their total value of plant and machinery.
The industry minister fs élso trying to frame post-industrial approvals
procedures such as release of foreign exchange for import of know-how and

“capital goods.

Major tr-ad_e, industry and export organisation have welcomed the
- new industrial policy placed by the union industry minister, Mr. Ajit Singh,

before Parliament on 31st May, 1990. Welcoming the new industrial and
~foreign. investment pbliCy, the Ficci President, Mr. Ra‘unaq Singh, has said

that it will go a long way in creating a conductive investment climate, increasing
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the flow of foreign investment and technology and stimulating industrial |

growth.

The exemption limit for purposes of industrial licensing has been

raised. This is a good step, the Facci President said, which will eliminate -

nearly 80 percent of the applications for industrial licensing and help speed

‘up clearance of applications for large products.

The Assocham President, Mr. Viren J. Shah has observed that the
: vpositive features of the policy include automatic approval of foreign equity
upto 40 percent without any obligation, easier norms for import of capital
goods, raw materials and éomponents, delicensing of new units, 100 per
cent EQUs and units to be set up in export processing zones upto certain

investment limits, simplification of technology transfer, changes in
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broadbanding scheme and locational policy and various measures to promote

growth of small scale and tiny sector.

The FIED President, Mr. Ramu Deore, observed that the exporting
community 1s extremely obliged and grateful to the government for conceding
several recommendations made by the Federation of Indian Export
Organisation ’in d'ifferen-t form for the last several years. The steps taken will
definitely boost export p_roduction, Mr. Deora said. The most important
coﬁcession announced by Mf. Ajit. -Singhl according to Mr. Deore, is the
government decision to increase the investment limit for the small scale sector
from the existing' Rs. 35 lakh to Rs. 60 lakh and further to Rs.75 lakh in case
- of units exporting more than 30 per cent of the product within the next three

years,

The_Bhafat Chamber of Commerce President, Mr. Jagmohan

.Khema_mf, felt more jobs would be created as a spin-off of the new pdlicy.
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4.7 - A COMPARATIVE SURVEY OF
~ INDUSTRIAL POLICY
'RESOLUTIONS (1948 - 1990)

In the light of the earlier discussion, an attempt is being made to a

éomparatiVe survey of the Industral Policy Resolutions from 1948 to 1990.

In the ]inés that follow, the cardinal features of the 1948 Industrial
Policy Reéoluti*ons have been pointed out. Immediately after the
Independence, the Government of Indian anﬁounced its industrial policy in
April, 1948. The aim was to have a mixed economy where the public sector
and private sector were expectéa to operate side by side. In pursuance of

this, industries were divided into four categories :

(a) exclusive Government monopoly in arms and ammunition,

atomic energy and railway transport;

(b) Government controlled new undertakings in coal, iron and steel,

telephone, telegraphs, aircraft and ship-building, etc;

(¢) other industries under co-operative and private enterprise. This
policy also underlined the role of cottage and small industries and of foreign

capital in industrialising the Indian economy.



The salient features, of the 1948 Industrial Policy Resolution were :

(1) the Government would concentration more on starting new

concerns instead of taking on the old ones;

(2) wherever private enterprise was working, it would be given full

encouragement;

(3) if any old enterprise is taken over by the Government due

compensation would be paid;
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(4) foreign concerns wofking in India would be allowed to work

and they would be free to send their profits abroad,

(5) if the foreign concerns are taken over by the Govei‘nment, due

compensation would be paid,;

(6) more foreign capitals would be invited to participation in the

Indian economy;

(7) taxation would be so devised as not to hamper the private

enterprise;

- (8) there should be no.c‘oncentration of wealth in the hands of a

few:

(9) workers would be paid fair wages and the standard of living of
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the people, with justice and equality of opportunity for employment for all

would be revised;

(10) increase in the national wealth; instead of the redistribution of

* the national wealth, was emphasised.

The 1956 Industrial Policy Resolution differed from the 1948
Industrial Policy Resolution in a number of way. The 1956 Resolution is a
,‘clieﬁnite advance ovér its predecessor. A few points need to be noted. Firstly,
t‘he sphere offhe public Sectdf has been substantially expanded. The 1948
Indu...strial Policy Resolution included three industries in category I and six in
- category ll. Against these the 1956 Industrial Policy Resolution includes
seventeen industries in Schedule | and twelve in Schedule II. The public
sector had a much wider field to itself. Secondly, the 1956 Industrial Policy
Resolution was more flexible than that of 1948 Industrial Policy Resolution.
Private enterprise was '}'je‘r'mitted‘ o function independently or in collaboration
wi‘fh the state in i'espect of industries included under Schedule I and II,
except in case of arms and ammunitions, atomic energy, railway and air
transportation which were state monopolies. Thirdly, the 1956 Industrial Policy -
~ Resolution env'isaged'more cordial relations between the two sectors. It
promised greater.co—bperation between the two sectors. The divisidn of
industries into separate categories did not imply that they were béing placed
in Water—tigh‘t éomp;rtiﬁents. Inevitably, there was no area of over lapping
but also greét deal of dovetailing between industries in the private sectorand =~

public sector.'V Fourthly, the policy promised fair and parity treatment to



the private sector. When there exists in the same industry both privately and
publicly owned units, it would continue to be the policy of the State to fair
‘and non-d_iscfiminatory treatment to both of them. Fifthly, the Government
abandoned the overall programme to nationalise private industry belonging
to the category reserved for the public sector. The earlier condition that the
status of private undeﬁakings’ falling wit‘hinAthe field reserved for the exclusive
respon‘sibinlity' of the State was dropped. It made no 1;eference to the acquisition
‘of property by the State._Sixthly, a steadily increasing proportion of the
activities of the private sector was developed along co-operative lines.

Seventhly, in respect of industrial labour, cottage and small scale industries
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the 1956 Industrial Policy Resolution was an advance over that of 1948

Industrial Policy Resolution. In respect of the former it emphasises greater
participation and association in the management of industries. In regard to
the latter, it emphasised the need for improvement in technique and
productivity. Lastly, setting out some of Nehru’s basic ideas on
industria]ization,'the Resolution of 1956 retained sufficient ambivalence very
clearly fo placate uncq‘mlhit‘ted elements at home and abroad and was made
flexible enough to mék;\eroom for different interpretations and attitudes. This

has enabled successive governments to accommodate other viewpoints

without making any alteration in the policy statement.

The most significant contribution made by the two Industrial Policy
Resolutions was indeed to be seen in the new thrust of industrial investrment

in the economy as a whole. Private sector investment zoomed in the wake of
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public sector expansion. The industrial aspect of the Second Plan was little
more clarified in the Industrial Policy Resolution which the Government of
India issued in April, 1956. The 1956 Resolution which was the revised
version of the 1948 Industrial Policy Resolution in the light of new
develbpments, emphasised little more the expansion of the public sector and
its role in relation to the private sector. The Industrial Policy Statement of
1973 differed from the 1948 Industrial policy Resolution in a number of

ways.

(1) Thé spheres of the public sector was substantially expanded.
The 1948 Industrial Policy Resolution included only three industries in
category | and six in category Il. Against these the 1973 Industrial Policy
Resolution incluvded nineteen more industries consisting of basic, critical and
strategic industries i‘n the economy. A consolidated list of such industries is

attached in Appendix I of the 1973 Industrial Policy Resolution.

(ii) Industrial Policy Statement of 1973 introduced the new concept
of joint sector which was absent in the 1948 Industrial Policy Resélﬁtion. Its
main objective was to reduce the concentration of economic power. In
appropriate cases, the central and state Governments have taken equity
participation either directly or through their corporations with private parties.
Some ‘joint sector units came up in this way. The joint sector was used

 mainly as a promotional instrument and for benefit of the small investors.

(ii1) The 1973 Industrial Policy Statement was more flexible than
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that of 1948 Industrial Policy Resolution. The policy was to provide for a
flexible approach in the development of industries with the public, private
- and co—oﬁéra’t‘ive éect'or. The Industrial Poiicy Statement of February, 1973
should be reviewed as a supplement to the Industrial Licensing Policy of
1970. Therefore, it paid greater attention in defining the role of the private
sector with particular referénce to the larger industrial houses. But in the
1948 Industrial Policy Resolution, private enterprises were permitted to
function indep_endently or in collaboration with the State in respect of industries
inclﬁded under Schedille [ and II, except in case of arms and ammunitionS_,

atomic energy, railway and air transportation which were State monopolies.

(iv) The 1948 Industrial Policy Resolution underlined the role of
cottage and smgll indtl'striés and of foreign capital in industrialising the Indian
economy. They are to ibe developed on co-operative lines as far as possible
and are to be co-ordinated and iﬁ'tegrated with large-scale industries. Where

as the cobperative sector and small and medium industries were to be
_encburaged énd .assis‘ted in the development of additional capacity in agro-
industries and mass consumption goods under the 1973 Industrial Policy_

S’tate‘nﬁent.

In short, joint sector enterprises of 1973 Industrial Policy Statement
reb-resented an application of the concept of mixed economy at the micro
~ level. However, the main merit of 1948 Industrial Policy was in its sincere
endeavour to prepare the ground for a mixed or controlled economy in which

60th private and state enterprises are assigned distinct spheres of action.



186

This mixed economy idea forms the basis on which industrial programmes

of our Five Years Plans have been formulated.

The Industrial Policy Resolution of 1948 differed from the 1977

Industrial Policy Resolution in a number of ways.

(a) The Industrial Policy Resolution of 1948 laid down the general

‘objectives as:

.-"‘()}i)’.e’sta‘bli}sl_'lmé_n‘t of a social order where justice and equaﬁty of -
e "()"[)‘p‘()”l"‘l.l;Il'l.'l',_\’ could l’)"c_‘séc_l_l-_r’Cd for all the people: (it) promotion of a rapid rise

« m l‘ﬁe_siandat}ds of living of thé .pec-)ple by exploiting the latent resources of

| 'vvt'ihve 'éol.l.nft'ry; (iji) in‘creéSi.rig prbduction; and offering opportunity to all for

. -employment in the services of the community;

However, the broad objectives of the 1977 Industrial Policy are as

f‘ollows:

(1) Doubling the rate of growth of national income from 3.5% to 7%
| “per annum. (ii) A rapid increase in the rate of growth of industrial production.
(iii) Creating much larger employment opportunities and (iv) Reducing wide

"regional disparities and imbalances.

From the above it is clear that the objectives of (i1) and (iit) of both
the Resolution (1948 and 1977) are more or less same, but the objectives of

(i) and (iv) of the 1977 Industrial Policy Statement are totally different from
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that of 1948 Industrial Policy Resolution.

(b) Though the 1948 Industrial Policy Resolution underlined the

role of cottage and small scale industries in industrialising the Indian economy.

However, the Policy Statement of 1977 and its main thrust on
“effective promotion of cottage and small industries.® It was decided that

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

N “produced and the list of industries exclusively reserved for the small-scale

~ sector was significantly expanded. Within the small scale sector, it was
proposed to give special attention to units in the tiny sector - that is those
with in'vejst‘mént in machines and equipment upto Rs. 1 lakh and situated in

- towns with a population of less than 50,000

 (c) Appropriate technology was an integral part of the 1977 Industrial
L po_liCy‘to ensure that the development and application of technology
a‘b'pr‘opriat‘e.to fhé‘vcduntry’sA'socio-’economic conditions receives adequate '
:'at‘tention.‘Sp"écial arrangements was made to ensure an effective and
‘ COor'diﬁafe'd _approach for the development and widespread application of
suitable s‘nﬂ»aill and simple machine and devices for improving the productivity

and earning capacity of workers in small and village industries.

.How‘e\-/er, ‘appropriate technology’ was not an integral part of the
1948 Industrial Policy. More foreign capitals were invited to participate in the

Indian economy under the 1948 Industrial Policy Resolution. .
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However, in the ‘1 977 Industrial Policy Resolution the provisions of
Foreign Exchangé: Regulétion Act was strictly enforced as far as the existing
foreign companies were concerned. After dilution of' equity, companies With
direct nonresident investment not exceeding 40 percent was treated generally
on par with Indian ;:ompanies,'"and their future expansion was guided by the

~ principles as those applicable to Indian companies.

| (¢) Inthe 1977 Industrial Policy Statement, there was an expanding
‘:1;918 for th‘er: public sector in several fields. The public sector was not only be
vt"he }.jr'o/dulceir of importaht and strategic goods of basic nature, but it was
a.ls‘o used ef“fectivgly asa sfabilising torce for maintaining essential supplies
for the consumer. It was éharged with the responsibility of encouraging the
development of a wide range of ancillary industries and contribute to the
_,gt'OWth of dvec»en.travlised production by making available its expertise in

' technologyand .rr‘ian"age:m"en}t to small-scal.e and cottage industry sectors.
‘Thé Government also endeavoured to operate public sector enterprisés on
profitabieatnd efficient lines in order to ensure that investment in these industries

‘paid an adequate return to society.

Against these, the 1948 Industrial policy Resolution included three
industries in 'cate'go‘ry I and six in category II. Therefore, the scope of public

, sector was limited in 1948 Industrial Policy.

| () The 1977 Industrial Policy could not be implemented for long

because the Janata rule lasted a short while.
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In contrast, the 1948 Industrial Policy was in force for eight years

(i.e., upto 1956) and during this period private investment in industries

ol

increased considerably.

© Again, the 1948 Industrial Policy Resolution differed from the 1980

, lnduSt_riél ,'P‘o]i'cy Res'oluﬁoﬁ.in the following way:
(a) The objectiv}es of th‘e._l 948 Industrial Policy are as follows:

(1) establishment of social order where justice and equity of
| 'Qppo‘rﬁmity could be secured for all the people; (i) promotion of a rapid rise
in the standard of living of the people by exploiting the latent resources of

'the country; (iii) increasing production ; and (iv) offering opportunity to all

- employment in the services of the community.

However, the Policy Statement of 1980, reiterated some of the socio-
economic objectives like optimum utilisation of installed capacity, higher

“employment géneration, correction of regional imbalances, strengthening of

' agricultural base, faster promotion of export-oriented and import-substitution

industries, consumer protection against high prices and bad quality, etc.

From t_he above, 1t ié clear that the objectives of Industrial Policy
“Statement 0f 1980 were much broader than that of 1948 Industrial Policy
o ,Rvesolut‘ibn.‘ .Thelobjectllve outlook of 1980 Industrial Policy Statement totally

differed from the objective outlook of 1948 Industrial Pdlicy Resolution.



(b) The sphere of the public sector was substantially expanded.
The 1980 Industrial Policy Statement laid emphasis on improving the
performance of the public sector for generating surpluses and employment
fof further growth of the economy. For this, the efficiency of public sector
undertakings was revived by closely examming them of a unit-by-unit basis
and byA providing dynamic and competent management. On tl.le positive side,
public sector continued to play an increasing impoﬁént role. Emphasis was
' .blaced on}develOping management cadres in functional fields such as

operations, finance, marketing and information system.

Héwévé‘f; ‘\the.l'948 In'dustfial Policy Resolution included only three
: i\ndus.t.riés n LCaJt"é‘go“ryﬂl and only six in Category Il in the context of public
\s-‘éctor. T'h‘-ervefovre,’i%r‘o'l‘n the above analysis it is clear that the role of public
sector in 1980 Industrial ‘Po“lic?y Statement was vast than that of 1948 Industrial

Policy Resolution.

(¢) In regard to private enterprise, there was a difference between
. the 1948 Industrial Policy Resolution and the 1980 Industrial Policy Statement.
Apart from three industries in Category I, six industries in Category 1 and
electric power, the rest of the iﬁdustrial field was normally open to private

enterprise, individual as'well as cooperative according to the 1948 Industrial

L I“"(J»l_:icy‘Révs:ovltit.ifon‘. The state also progressively participated in this field.

On the other hand, the 1980 Industrial Policy Statement decided to

pursue the goal of a vibrant, self-reliant and-modem economy in which all
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sectors and segments would have a positive role to play. In this context, the
Goyemment recognised the need to allow the private sector to develdp in
consonance with the targets and objectives of national plans and policies but
shall not permit the grdwth of monopolistic tendencies and concentration of |

economic power and wealth in a few hands.*

(d‘)‘ The 1980 Industrial Policy Statement introduced the new concept

- of nucleus plants, which was absent in the 1948 Industrial Policy Resolution.

-7 A nucleus plant is one which concentrated on as‘sembling the products of

the anc1llary units fallmg within its orbit on producing the inputs needed by a
large number of smaller units and making adequate marketing arrangements.®

| :The nuclei als‘o ensu‘red a widely spread pattern of investment and employment

and distributed the benefits of industrialisation to the maximum possible.

~ The nucleus plants also worked for upgrading the technology of small units.

- (e)Asa stép towards Aintegrated development, the 1980 Industrial
~ Policy RQSO]?tiOH proposéd the concept of econdmic federalism with the
: settmg 'upfb’f“é--"fe‘w nucleus pIant‘s in each disfricts identified as industrially
“backward, to.generate és many ancillaries and small and cottage units as

possible.

However, this type of concept of economic federalism was absent

in ‘th-e 1948 ’Iri”d‘ustria_‘l Policy Resolution.



(H) There was a difference between 1980 and 1948 also with regard
~ to Research and Development. The 1980 Industrial Policy Statement proposed
* that the industry must earmiark substantial resources for R and D, to constantly
update techndlégies with a view to optimal utilisation of scarce resources,
‘-b'ett‘er service fo the consumer and achieving greater exports. There is the
need for greater emphasis on the latest R and D to the medium and small

~ scale units.

[n comparison to 1980, the 1948 Industrial Policy Resolution did
not stress the Research and Development with regard to industrial

development.

192

(g) In the 1948 Industrial policy Resolution, no effort was made on =~~~

ecological balance.

(;)h.»the.otfher hand, 1980 Industrial Policy Statement wanted to
preserve the ecological balance. In order to preserve ecological balance,
new industrial undertakings was not permitted within limits of urban centres
and -svtep"s are taken to prevent the growth of industry. in the metropolitan

cities and larger towns.

Form the above discussion, it is clear that 1980 Industrial Policy
‘Statement were too broad than of 1948 Industrial Policy Resolution. Now,
we focus attention on the difference between 1948 and 1990 New Industrial

Policy Resolution.
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(1) The positive features of the 1948 Industrial Policy Resolution

were |

(a) The Government would concentrate more on starting new
concerns instead of taking on the old ones; (b) wherever private enterprise
was working it gave full encouragement; (c) if only old enterprise is taken
over by the _Governmen't due compehsation would be paid; (d) foreign
- concerns working in India would be allowed to work and they would be free
to send their p'r"oﬁts‘abroad; (e) if the foreign concerns are taken over by the
Government due compensation would be paid; (f) more foreign capitals
would be mvited to participate in the Indian economy; (g) taxation would be
'S0 dewsed as not to hamper the private enterprise; (h) there should be no
‘concentr atlon of wealth in the hands of'a few; (1) workers would be paid fair
‘wages and the standard of living of the people, with justice and equality of
opportumty for employment for all' would be raised; (j) i increase in the national |

wealth instead of the redistribution of the national wealth was emphaSISed

-

J

HoWever, the positive features of the 1990 Industrial Policy

Resolution are:

(a) automatic approval of foreign equity upto 40 percent without
any 'c:)bligatieﬁ; (b) easie_'r' norms for import of capital goods; (¢) raw materials
ah-'di 'COIh’p‘dIﬁentS; (d) delicensing of new units; (e) 100 percent EQUs and
units to be set up in export processing zones upto certain investment limits;

- () simplification of technology transter; (g) changes in broadbanding scheme
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and locational policy; and (h) various measures to promote growth of small

scale and tiny sector.

So, from the above it is clear that the features of 1990 Industrial
Policy Res_olution are quite different from that of 1948 Industrial Policy

Resolution.

(b) According to the 1948 Industrial Policy Resolution, foreign
- concerns working in India would be allowed to work and they would be free

to send their profits abroad.

On the other hand, according to the 1990 Industrial Policy Resolution,
foreign concerns can invest upto 40 percent in the equity of an Indian company
without official approval provided imported capital goods do not exceed 30

percent of the total value of plant and machinery.

(c) According to the 1948 Industrial policy Resolution, cottage and
small-scale industries had a very ilﬁportant role in the national economy
~ offering as they ’do‘ scope for indi?idual, village or cooperative enterprise,

and means for rehabilitation of displaced persons. The healthy ekpénsion of
ch’tage‘ and small sca'lcvindlllvstr‘ies depends upon a number of factors like the
i pro_\»’iéion of raw mat’éria‘lé’,.cheap power, technical advice, organised marketing

" oi thieir ploduce and: ‘Where hecessary, safeguards against intensive
‘competition by large-scale manufacture, as well as on the education of the

worker in the use of the best available technique.



However, under the 1990 New Industrial Policy Resolution a whole
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host concessions have been granted to small-scale sector, including a hike in -

the ceilings on investment, simplification of procedures and redistribution of

Central government subsidy which was withdrawn last year.

(d) The 1990 Industrial Policy Resolution delicenses 100 per cent
export oriented units and units set up the export processing zones, provided
the investment is not more than Rs, 75 crore. Moreover, such investments

will be free from the convertibility clause of financial institutions.
This was not so in the 1948 Industrial Poliéy Resolution.

(e) Under the 1990 Industrial Policy Resolution, the sphere of public

“sector has been substantially expand that of 1948 Industrial Policy Resolution.

The 1948 Industrial Policy Resolution only included three industries
i category [ and six in category 1l. Against these, the 1990 Industrial Policy

Resolution included a vast number of industries.

 Earlier it was nb‘ted that on April, 30, 1956 the Government of India

a‘doptéd an Industrial Policy Resolution which replaced the 1948 Resolution.

The new announcement of the Industrial Policy was considered essential

because certain important changes and developments were witnessed during

this period of eight years.”
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Important provisions of the 1956 Resolution were :

(a) New classification of industries as those which were to be
exclusive responsibility of the state; those where to be progressively state-
owned and in which the state WOLxld generally set up new enterprises, ‘but n
which private enterprise would be expected only to supplement the 'effort of
the state; and all the remaining industries and their future development would;

~ in general, be left to the initiative and enterprise of the private sector.

(b) Fair and non-discriminatory treatment for the private sector.
(¢) Encouragement to village and small scale enterprises.

(d) The need for removing regional disparities.

(e) Til_e need for the provision of amenities for labour and,

() Attitude to foreign capitalr.

The Resolution specially lays down various objectives to be achieved
under the Industrial Policy. It is essential (1) to accelerate the rate of economic
growth and to speed up industrialisation, (11) to develop lwéavy industries and
machine making industries; (iii) to expand the public sector; (v) to reduce
disparities 'in income and wealth; and (vi) to prevent private monopolies and
the concentration of economic power in different fields in the hands of small

number of individuals.



The Industrial Policy Resolution of 1956 was hailed as the economic
constitution of India. It was the moving spirit toward industrialisation in the
policy framework of the second, third and fourth plans. The Industrial Policy
of 1956 continued to operate till the end of the Fourth Plan. But it was
amended on the eve of the Fifth Plan by the Industrial Policy Statement of
1973. The Industrial Policy Resolution of 1956 continued to provide the
base ofthe Policy of 1973. The Industrial Policy Resolution of 1956 continued
to govern the Government’s objectives of growth, social justice and self-
reliance in the industrial sphere.® For fhat reason, there was no major -
differences between the 1956 and 1973 Industrial Policies. Accordingly, the -
programmes in the public sector were provided for the expansion of industries |
in Schedule A of the Resolution of 1956. The Public sector was also required
to make a significant contribution to the expansion of capacity in essential
consumer goods industries like cement, paper, drugs and pharmaceuticals
and textiles. The cooperative sector and small and medium industries were
to be further e‘néouraged and assisted in the development of additional capacity
in agro industries and mass consumption goods. The role of joint sector was
reiterated undér the 1973 Industrial Policy Statement. However, the major

differences between the two Industrial Policy Resolutions are as follows:

Firstly, under the 1956 Industrial Policy Resolution, the state
endeavoured to reduce the disparities in industrial development in the different
regions of the country and for this purpose provide power, water and transport -

facilities to the industrially backward regions. Industrial facilities was extended



gradually to those regions where 1s large-scale unemployment.

However, the 1973 Industrial Policy Statement did not specify
anything about the removal of regional disparities and the setting up of industries

in backward areas by industrial houses.®”

Secondly, about foreign capital the 1956 Industrial Policy Resolution

followed the 1948 Industrial Policy Resolution which was not clear.

However, for the first time, a clear cut policy with regard to foreigﬁ
concerns and subsidiaries and branches of foreign companies was laid down
under the 1973 Industrial Policy Statement. All such companies were made
eligible to panicipate in the groups of 19 fhdustries specified in Appendix 1
but were ordinarily excluded from other industries, They were to be on the
basis of foreign collaboration with Indian entrepreneurs in the ﬁélds of equity

capital, know-how and technology. Now, focus may be thrown on the
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differences between the 1956 Industrial Policy Resolution and the 1977 .

Industrial Policy Resolution. The main difference between the two were as

follows:

(a) The 1956 Industrial Policy Resolution specially laid down various
objectives to be achieved under the Industrial Policy. These objectives are as

follows:

(1) To accelerate the rate of economic growth and to speed up

industrialisation, (i1) to develop heavy industries and machine making industries,



(iif) to expand the public sector, (iv) to build up a large and growing co-
operative sector, (v) to reduce disparities in income and wealth and (vi) to
prevent private monopolies and the concentration of economic power in

different fields in the hands of small numbers of individuals.

109 ..

However, the objectives of 1977 Industrial Policy Statement ;more

or less different from that of 1956 Industrial Policy Resolution. The broad

objectives of 1977 Industrial Policy were as follows:

I. Doubling the rate of growth of national income from 3.5 % to

7% per annum.

[§)

. A rapid increase in the rate of growth of industrial production.

[9]

. Ci'eating much larger employment opportunities and
4. Reducing wide regional disparities and imbalances.

(b) In the 1956 Industrial Policy the organised industries were divided
into three categories. These type of categorization was not found in the 1977

Industrial Policy Resolution.

(c) In the 1956 Industrial Policy Resolution the sphere of public
seelor was substantially expanded. This policy includes seventeen industries

im Schedule 1 and twelve in Schedule 11.

In the 1956 Industrial Policy, there was an expanding role for the



public sector in ditferent fields. The public sector provided a counter veiling
power to the growth of large houses and large enterprises in the private
sector. The public sector would not be the producer of important and strategic
goods ofbasi.c nature, but it would also be used effectively as a stabilising

force for maintaining essential supplies for the consumer.!'?

(d) The 1956 Industrial Policy stressed the role of the cottage and
small scale industries in the development of the national economy. There
special importance in creating immediate large scale employment, in ensuring -
- more equitable distribution of income and in effectively mobilising the fatest

resources of cdpital and skill has been emphasised.

However, the stimulation of cottage and small - scale industries in

rural areas and towns was the main thrust of the 1977 Industrial Policy.

(e) About foreign capital no new policy was announced under the
1956 Industrial Policy. It emphasised the role of foreign capital in India’s
economic deVeIopment as enunciated in the Industrial Policy Resolution of

o~

1948.

Howeuver, in the 1977 Industrial Policy Statement, the Provisions of
the Foreign Exchange Regulation Act was stricfly enforced as the existing
foreign coxﬁpanies are concerned. After dilution of equity companies with
direct non-resident investment not exceeding 40 percent will be treated generally
on par with Indian conipanies, and their future expansion was guided by the

principles as those applicable to Indian companies.
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(f) The 1956 Industrial Policy emphasised the need for reducing the
regional disparities of growth. Facilities such as power, transport and water
supply were increasingly made available to the hitherto backward areas. Each
region had to secure a balanced and co-ordinated development of its industrial
and agricultural economy. Earlier it was seen that one of the objective of the

1977 Industrial Policy was to reduce the regional disparities and imbalances.

So, from the above it is clear that comparison of the 1977 Industrial
policy with the Industrial Policy Resolution of 1956 reveals that there were
no major structural changes but only a shift in emphasis. The 1977 policy
lays explicit emphasis on small-scale and cottage industries, khadi, handloom

and development of rural industries.

In the following lines attempt is being made to focus attention on
the main difference between the 1956 Industrial Policy Resolution and the
1980 Industrial Policy statement. The main difference between the two policies

were as follows:

(a) The 1956 Industrial Policy Resolution specially laid down the

following objectives.

(1) To accelerate the rate of economic growth and to speed up

industrialization,
(11) To develop heavy industries and machine making industriés.

(111) To expand the public sector.
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(iv) To build up a large and growing co-operative sector.
(v) To reduce disparities in income and wealth.

~ (v1) To prevent Private monopolies and the concentration of

economic power in different fields in the hands of small numbers of

individuals.

On the other hand, while sticking to the spirit of the 1956 Industrial
Policy Resolution the new Congress Government announced on July 23,
1980 the new Industrial Policy which included major relaxations and
concessions benefiting the small,medium as well as large-scale sector with

the triple object of modernisation, expansion and spread to backward areas.

(b) Revival of the economy 1s the main thrust of the 1980 Industrial

Policy | Resolution,
This was, however, not so in the 1956 Industrial Policy Resolution.

(c) In the 1956 Industrial Policy Resolution, the government might
grant financial assistance to the private sector specially when the amount is
involved substantial. The assistance will preferably be in the form of debenture
capital. They will be subject to control and regulation of the State in terms of

the Industries (Development and Regulation) Act and other relevant legislation.

In the 1980 Industrial Policy, the Government will pursue the goal

of a vibrant self-reliant and modern economy in which all sectors and
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segments have a positive role to play. In this context, the Government
recognised the need to allow private sector to develop m consonance with
the targets and objectives of national plans and policies but shall not permit
the growth of monopolistic tendencies and concentration of economic power

and wealth in a few hands.

(d) The 1956 Resolution emphasises the reduction of disparities in
levels of development between different regions so the industrialisation might
benefit the economy of the country as a whole. The Resolution vehemently
supports the idea of a balanced and co-ordinated development of the industrial
and the agricultural economy in each region for attaining higher standards of

living.

To correct regional imbalances which have been accentuated in the
post, the 1980 policy stressed the encouragement of dispersal of industries
and setting up of units in industrially backward areas. Such special concessions
and facilities would be offered for this purpose which would be growth and

performance oriented.

(e) The 1956 Industrial Policy Resolution emphasised the
development of small-scale and cottage industries as they offered scope for
individual, village or co-operative enterprise. These industries were regarded
suitable for the better utilisation of local resources and for the achievement
of local self sufficiency in respect of certain types of essential consumer

goods. The Government is also determined to co-ordinate the development
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of small industries with large-scale production.

However, in order to boost the development of small scale industries
and to ensure their rapid growth, the 1980 Industrial Policy has decided to
increase the limit of investment in the case of tiny units from Rs. 1 lakh to
Rs. 2 lakhs. In the case of small-scale units, the limit has been raised from
Rs. 10 lakhs to Rs. 20 lakhs and from Rs. 15 lakhs to Rs. 25 lakhs in case of

éncillaly units.

From the above, it is clear that comparison of the 1980 Industrial
Policy with the Industrial Policy Resolution of 1956 reveals that there were
no major structural changes but only a shift in emphasis. The 1980 Industrial
- Policy Resolution laid explicit emphasis on small-scale and village industries, -
revival of the economy, revamping the public sector, economic federalism,
nucleus plants, new focal points, advanced technology, modernisation
packages, energy utilisation and ecological balance, streamline licensing
procedures, monitoring system and Data Bank. In the following lines focus
is thrown on the difference between the 1990 Industrial Policy Resolution
and the 1956 Industrial Policy Resolution. The highlights of the 1956 Industrial

Policy Resolution are as follows:

(a) Industries were classified into three broad categories. The division
of industries into three categories does not imply that they had been placed

in water-tight compartments.
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(b) The Resolution stressed the role of cottage and village and

small-scale industries in the development of the national economy.

(c) The state would endeavour to reduce the disparities in industrial
development in the different regions of the country and for this purpose
provide power, water and transport facilities to the mdustrially backward

regions.

(d) The programme, the industrial development would necessitate
the organisation of suitable technical and managerial cadres, extension of
training facilities for business management and proper regulations of industrial

relations.

However, the main highlights of the New Industrial Policy Resolution

(1990) are as follows:
(a) Higher investment limit for small and medium units.

~(b) Stress on technology up-gradation and simplification of

procedures, especially for the small scale sector. c
(c) Easier norms for technology transfer.

(d) De-licensing of 100 percent export oriented units and units in |

export processing zones.

(e) Automatic approval of foreign equity upto 40 percent.
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(f) Easier access to imported capital goods, raw materials.

From the above, it is clear that the 1990 [ndustrial Policy Resolution

are too broad than that of 1956 Industrial Policy Resolution.

Though, the 1956 Industrial Policy Resolution was in force for
eight years-(i.e., upto 1956 ) and during this period private investment in
industries increased considerably. The immediate apprehensions regarding
the circumscribing of the private sector pr‘oyed unfounded. The Government
implemented the policy in a pragmatic manner and in national interest the
private foreign investors were permitted to start oil refineries. The policy was
taken more as a guiding principle rather than as a rigid formula permitting no

deviation.

The Industrial policy of 1 956 continued to operate till the end of the
Fourth Plan. But it was amended on the even of the Fifth Plan by the Industrial
Policy Statement or 1973. This statement reaffirmed that the overall direction
of the industrial policy would continue to be governed by the Industrial
Policy Resolution of 1956. The 1973 Policy Statement elaborated the
controversial concept of joint sector and makes it clear that this will not be
used to allow larger houses, dominant undertakings and foreign companies
to enter fields from which they are otherwise precluded. The public sector
was also required to make a significant contribution to the expansion of
capacity in essential consumer goods industries like cement, paper,‘drugs

and pharmaceuticals and textiles.
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In the following lines we try to find out differences among the 1977,
1980 and 1990 Industrial policy with that of 1973 Industrial policy Statement.
Firstly, draw difference between the 1973 Industrial Policy Statement with
that 1977 Industrial Policy Statement. These are the main differencg between

the two Industrial Policy:

(i) As compared to the 1977 Industrial V]’oli(:y Statement, the sphere
of the public sector in the 1973 Industrial Policy Statement had been
substantially expanded. There should be a list of core industries consisting
of basic, critical and strategic industries in the economy. A consolidated list
of such industries classified under 19 groups which has been mentioned

earlier.

(2) The stimulation of cottage and small-scale industries in rural

areas and towns was the main trust of the 1977 Industrial Policy.

This was not so in the 1973 Industrial Policy Statement. The existing
policy of reservation for the small-scale sector will be continued and the area
of such reservation will be extended and production in this sector would

grow to meet the increased demand.

(3) The 1977 Industrial Policy Statement laid explicit emphasis on
Khadi and Village Industries. In this context, special programmes would be
drawn upto increase the share of village industries in the total production of

footwear and shops in the country.



208

However, this was not so in the 1973 Industrial Policy Statement.

(4) In the 1973 Industrial Policy Statement, the role of the joint
sector was reiterated. But each proposal for a joint sector enterprise was to
be judged and decided on its merits in the light of Government’s social and
economic objectives. The joint sector was also to play a-p.romotional role in

guiding new and medium enterprises in establishing priority industries,

&

Unlike 1973 policy statement, the 1977 Industrial Policy laid not

emphasis on the concept of joint sector.

(5) In the 1973 Industrial Policy Statement, it was the Government’s
objective to maintain a durable framework of licensin g and other connected
policies consistent with the basic principles of the industrial policy resolution
of 1956 and to further streamline licensing and vconnected procedures,

wherever necessary, for as to expedite the investment process in all its stages.

However, in the 1977 Industrial Policy Statement, Government
continued its effort to r.emo’ve irritants in the industrial approval procedures
which come in the way of accelerating industrial developmeﬁt. In order to
streamline and simplify procedures and policies relating to industrial licensing
as well as imports and exports, Government have set up high level committees

which will submit their report shortly.

(6) In the 1973 Industrial Policy Statement, foreign concerns and

subsidiaries and branches of foreign companies were eligible to participate
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in the industries specified in Appendix one " along with other applicants,
but will ordinarily be excluded from the industries not included in this list.
They were also be entitled és at present to invest in industries where production
is predominantly for exports. Their investments will be subject as hitherto, to
the guidelines on the dilution of foreign equity and will be examined with
special reference to technological aspects, exports possibilities and the overall

effect on the balance of payments.

However, in the 1977 Policy Statement, the provisions of the Foreign
Exchange Regulation Act was strictly enforced as far as the existing foreign
companies are concerned. After dilution of equity companies with direct
non-resident investment not exceeding 40 percent was treated generally on
par with Indian companies and their future expansion was guided by the

principles as those applicable to Indian companies.

(7) According to the 1973 Industrial Policy Statement, large houses
were eligible to participate in basic, critical and strategic industries, along
with other applicants, provided that the item of manufacturing is not one
which is reserved for production in the public sector. This will be easier if

production is predominantly for export.

On the other hand, 1977 Industrial Policy Statement was silent on
the question of larger houses. This policy statement lays more emphasis on

the role of large-scale Industries.

(8) The 1977 Industrial Policy Statement looked into the problem
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of sick units. According to the Statement, in future the takeover of management
of sick units would be resorted to selectively and this will be done only after

careful examination of the steps required to revive the units,

However, the 1973 industrial policy was purely silent on the question

of sick units.

Now, we focus attention on the difference between the 1973
Industrial Policy Statement and the 1980 Industrial Policy Statement. The

main difference between the two policy statement are as follows:

(a) The objectives of 1980 Ihdustrial Policy Statement were too
broad than that of 1973 Industrial Policy Statement. The following are the
main socio-economic objectives of the 1980 Industrial Policy : (1) Optimum
utilisation of the installed capacity; (if) maximizing production and achieving
higher productivity; (ii1) higher employment generation; (iv) correlation of
regional imbalances through a preferential development of industrially
backward areas; (v) strengthening of the agricultural base by according a
preferential treatment to agro-based industries and promoting optimum inter-
sectoral relationship; (vi1) faster promotion of export oriented and import
substitution industries; (vi1) promoting economic federalism with an equitable
spread of investment and the dispersal of returns amongst widely spread
over small but growing units in rural as well as urban areas; and (viit) consumer

protection against high prices and had quality.
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(b) As pointed out in the Industrial Policy Resolution the adoption
of the socialist pattern of society as the national objective, as well as the need
for planned and rapid development requires that the nature of public utility
services, should be in the public sector. Other industries which are‘essential
and require investment on a scale which only the State, in the present
circumstances, could provide, have also to be in the public sector. In thé
context of the Approach to the Fifth Five Year Plan, the State will have to
~ take direct responsibility for the future development of industries over a
wide field, in order to promote the cardinal objectives of growth, social

justice, self-reliance, and satisfaction of basic mimimum needs.

However, the 1980 Industrial Policy laid emphasis on improving
the performance of the public sector for generating surpluses and employment

for further growth of the economy.

(c) As a step towards integrated development the 1980 policy
proposed the concept of economic federalism with the setting up of a few
nucleus plants in each district identified as industrially backward to generate

as many ancillaries and small and cottage units as possible.

As compared to the 1980, the 1973 Industrial Policy said nothing

about the concept of economic federalism.

(d) According to the 1973 Industrial policy, the existing policy of

reservation of the small-scale sector ( involving investment in machinery and
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Rs. 10 lakhs ) will be continued. The area of such reservation would be

extended consistent with potentialities and performance of the small-scale

sector.

However, according to the 1980 Industrial Polfcy Statement, in order
to boost the development of small-scale industries and to ensure their rapid
growth, the investment limit in the case of tiny units has been increased from
Rs. 1 lakh to Rs. 2 lakh; of small-scale units from Rs. 10 lakhs to Rs. 20

lakhs; and of ancillary units from Rs. 15 lakhs to Rs. 25 lakhs.

(e) The 1980 Industrial Policy Statement laid greater emphasis on

the latest Research and Development to the medium and small scale units.

However, the 1973 Industrial Policy Statement was silent on the
question of latest Research and Development to the medium and small scale

units.

(f) The 1980 Industrial Policy Statement wanted to preserve
ecological balance. In order to preserve ecological balance, new industrial
undertakings was not permitted within the hmits of urban centres and steps

will be taken to prevent the growth of industry in the metropolitan cities and

larger towns.

However, the 1973 Industrial Policy Statement was silent with regard

to ecological balance.
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(g) One of the main features of the 1973 Industrial Policy Statement
was that it elaborates the controversial concept of joint sector and makes-it
clear that this was not be used to allow larger houses, dominant undertaking
and foreign companies to enter fields from which they are otherwise

12)

precluded.!

However, revival of economy was one of the most important features
of the 1980 Industrial Policy Statement. [n short, from the above it is obvious
to me that 1980 Industrial Policy Statement were too broad than that of the

1973 Industrial Policy Statement.

Lastly, compare the 1973 Industrial Policy Statement with that of |
1990 Industrial Policy Resolution, the main difference between the two policy

were as follows;

Firstly, the Industrial Policy Resolution of 1956 continued to provide

the base of the policy of 1973.

Secondly, in the 1990 Industrial Pdlicy Resolution, the scope of
public sector is proposed to be substantially expanded beyond the fields

included in the Industrial Policy Resolution of 1973.

Thirdly, in the context of the approach to the Fifth Five Year Plan,
the State Industrial sector would cover a wider field to promote growth with

social justice, self-reliance and satisfaction of basic minimum needs.

This was not so in the 1990 Industrial Policy Resolution.
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Fourthly, the main highlights of the 1990 Industrial Policy were as
follows : (1) Higher investment limit for small and medium units; (11) stress on
technology up-gradation and simpliﬁcation of procedures, especially for the
small-scale sector; (ii1) easier norms for technology transfer; (iv) delicensing
of 100 percent export oriented units and units in export processing zones,
(v) automatic approval of foreign equity upto 40 percent; and (vi) Easier

access to imported capital goods, raw materials.

On the other hand, the main highlights of the 1973 Industrial Policy
Resolution were as follows : (i) The public sector was required to make a
significant contribution to the expansion of capacity in essential consumer
goods industries like cement, paper, drugs, and pharmaceuticals and textiles;
(11) the cooperative sector and small and medium industries were to be further
encouraged; (i1i) large industrial houses with assets of not less than Rs. 20
crores were allowed; (iv) foreign concerns and subsidiaries and branches of
foreign companies were made eligible to participate in the 19 industries
specified in Appendix [ but were ordinarily excluded from other industries;

and (v) the role of joint sector was reiterated.

So, from the above it is clear that the main highlights are totally

different between two industrial policy Resolutions.

The Industrial Policy of February, 1973 should be viewed as a
supplement to the Industrial Licensing policy of 1970. Therefore it paid greater

attention in defining the role of the private sector with particular reference to
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the larger industrial houses. But it virtually failed to identify the joint sector
with a view to making use of private expertise and resources in line with the

Government’s socio-economic objectives.

The Government policy in the sphere bf industry since the middle
of 1956 has been governed by the Industrial Policy Resolution of 1956. But
the results in the industrial field have fallen for short of the decl aredv'objectives.
The growth of industrial output during the period from 1967 to 1977 except
for the year 1976 has been no more than 3 to 4 per cent per annum on an
average. The incidence of industrial sickness has been widespread and some
of the major industries have been worst affected. The new Industrial Policy
(Statement 0h Industrial Policy, December, 1977) must therefore be directed
towards removing the distortions of the past so that the genuine aépirations
of the people éan be met within a time-bound programme of economic
development.®® The Janata Government in its short tenure made a new
. Industrial Policy Statement in December, .1977 in order to accelerate the
pace of industrial development, to rapidly increase the levels of employment,
productivity and income of industrial workers and to have a wide dispersal

of village and small industries.
The broad objectives of the 1977 Industrial Policy are as follows.

(a) Doubling the rate of national income from 3.5% to 7% per annum.

(b) A rapid increase in the state of growth of industrial production.
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(¢) Creating much larger employment opportunities and
(d) Reducing wide regional disparities and imbalances, ¥

Now, firstly 1 focus my attention on the main difference between

{977 Industrial Policy Statement with that of 1980 Industrial Policy Statement.

(i) The stimulation of cottage and small scale industries in rural

areas and towns will be the main thrust of the 1977 Industrial Policy.

However, the 1980 Industrial Policy Statement states that the first
task of the Government is to revive the economy inhibited by infrastructural
gaps and inadequate in performance due to vicious circle of shortages of

major industrial imputes like energy, transport and coal.

(i1) Though the 1980 Industrial Policy Statement gives adequate
attention on the small scale industries. For instance, in order to boost the
development of small scale industries and to ensure their rapid growth the
investment limit in the case of tiny Aunits has been increased from Rs.rl lakh
to 2 lakhs; of small scale units from Rs. 10 lakh to Rs. 20 lakh; and of

ancillary units from Rs. 15 lakhs to 25 lakhs.

Unlike 1977 Industrial Policy Statement, cottage and small scale

industries was not be the main thrust of the 1980 Industrial Policy.

(111)- The 1977 Industrial Policy Statement sought to takeover the
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management of sick units would be resorted to selectively and this will be
done only after careful examination of the steps required to revive the units.
The Government in co-operation with the Reserve Bank have instituted
arrangements for monitoring incipient sicknes’s in industrial units so that
corrective action can be initiated as soon as ‘there is evidence of

mismanagement of financial or technical weakness.

The 1980 Industrial Policy also proposes to deal firmly with cases
of deliberate mismanagement and financial improprieties leading to sickness.
To ensure this, a checklist will be introduced to serve as an early warning
system for identifying symptoms of sickness. In case of sick units which
have the potential for revival, the Government will encourage their merger
with healthy units which are capable of managing the sick units and restoring
‘their viabilify. For this purpose, the existing tax concessions under Section

72-A of the Income Tax Act will be made more liberal.

(iv) Apart from socialising the means of production in strategic
areas, according to the 1977 Industrial Policy, the public sector provides a
counter veiling power to the growth of large houses and large enterprises in
the private sector. The public sector will not only be the producer of important
and strategic goods of basic nature, but it will also be used effectivély as a
stabilising for maintaining essential supplies for the consumer. The Government
will also endeavour to operate public sector enterprises on profitable and
efficient lines in order to ensure that investment in these industries pays an

adequate return to society.
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Industrial Policy Statement of 1980 however, laid emphasis on
improving the performance of the public sector for generating surpluses and ‘_
employment for further growth of the ecohomy. For this the efficiency of |
public sector undertakings will be revived by closely examining them on a
unit-by unit basis and by providing dynamic and competent management.
Emphasis was be placed on developing management cadres in functional

fields as operation, finance, marketing and information system.

(v) Appropriate technology was an integral part of the 1977 Industrial
Policy to ensure that the development and application of technology
appropriate to the country’s socio-economic conditions receives adequate
attention. Special arrangements will be made to ensuring effective and
coordinated approach for the development and widespread application of
suitable small and simple machines and devices for improving the productivity

and earning capacity of workers in small and village industries.

On the other side, in order to increase the competitiveness o>f Indian
industry in foreign markets, the 1980 Policy proposes the induction of
advanced technology and creation of large capacity. Such a policy is meant
not only to encourage large capacity. Such a policy is meant not only to
encourage exports but also to enable the industry to produce better quality
produces at lower costs which ultimately benefit the consumer in terms of

price and quality.
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(v) To correct regional imbalances which have been accentuated in
the past the 1980 Industrial Policy stresses the encouragement of dispersal

of industries and setting up of units in industrially backward areas.

Though, one of the objectives of the 1977 Industrial Policy is to

reduce the regional disparities and imbalances.

The 1977 policy was somewhat harsh to the large units in the private
sector when it stipulated that would have to rely on internally generated
resources for financing new projects or expanding existing projects._The
financing of large-scale sector does not have to at the same time it would
certainly hurt the economy if the large scale sector is not able to function
effectively due' to Sho'rtage of funds. Most of the large industries are not
doirig well. To enablé these units to increase profitability, the Government
should not close the door of outside financial resources to the large units.- It
is heartening to note that the Congress Government, under the leadership of
Mrs. Indira Gandhi, which came to power in January, 1980 is specially looking
into this problem and are sure to assign a significant role to large-scale sector

for the balanced industrial development of the country.

In the light of the above discussion, I shall now focus my attention
on the difference between the 1977 Industrial Policy Resolution and the 1990
Industrial Policy Resolution. The main difference between the two industrial

policy resolution are as follows:
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(a) The Policy Statement of 1977 had its main thrust on effective
promotion of cottage and small industries. It was decided that whatever can
be produced by small and cottage industries must only be so produced and

the list of industries exclusively reserved for the small-scale sector was

significantly expanded.

On the other side, one of the highlights of the 1990 Industrial Policy
Resolution is higher investment limit for small and medium units. But unlike
1977 Policy Statement, it will not be the main thrust of the 1990 Industrial

Policy.

(b) Under the 1977 Industrial Policy Statement, the provision of the
Foreign Exchange Regulation Act was strictly enforced as for as the existing
foreign companies are concerned. After dilution of equity, companies with
direct non-resident investment not exceeding 40 per cent will treated generally
on par with Indian companies, and their future expansion will be guided by

the principles as those applicable to Indian Companies.

However, under the 1990 Industrial Policy Resolution, the
Government had allowed automatic increases in foreign equity in Indian
Companies upto a level of 40 percent, but this is conditional on effective
technology transfer from the foreign partner. But, at the same time, a stipulation
has been placed on imports of capital goods, in such cases. New units set
up by MRTP and FERA companies will continue to need clearance under
the provisions of these two Acts, though thev would be covered by the -

procedures set out in the new policy.”
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(c) To create much larger employment opportunity is one of the

main objective of 1977 Industrial Policy Resolution.

However, the 1990 Industrial Policy in designed to re-orient industrial
growth to ensure employment generation, dispersal of industry in rural areas

and to increase exports of small-scale industries.

(d) The industrial policy of 1977 laid stress on the promotion of
Khadi and Village Industries. The Khadi and Village Industries Commission
presently has 22 Village Industries within its purview but the promotional
work in this area has been haphazard and the process has been slow. The
Khadi and Village Industries Commission will henceforth work out detailed
plans for development on these village industries by adopting modern

management techniques.

Though, the nine-page document of 1990 Industrial policy entitled
the policy measures for the promotion of small-scale and agro-based industries
and changes in procedures for industrial approvals states that the ceiling on
investment in plant and machinery for small-scale industries would be raised
from the present Rs. 35 lakh. But the 1990 Industrial Policy Resolution neglect °

the Khadi and Village Industries.

From the above it is clear that both the Resolutions ( 1977 and
1990 ) are more or less be the same. Because bofh the Resolutions were
~ framed by the Janata Party. The main trust of both the Resolutions are effective

promotion of small scale and medium industries.
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The Industrial Policy Statement announced by the Government on
23rd July, 1980 was meant to facilitate an increase in industrial production
throﬁgh optimum utilisation of installed capacity and expansion of induétries.
The policy reiterates the Industrial Policy Resolution, 1956 and aims at

reversing the serious set-back recently suffered by the industrial sector!'®

The 1980 Industrial Policy has spelt out the main socio-economic

objectives as under :-
| (a) Optimum utilisation of the installed capacity.
(b) Maximising production and achieving higher productivity.
(¢) Higher employment generation.

(d) Correction of regional imbalances through a preferential

development of industrially backward areas.

(e) Strengthening of the agricultural base by according to a
preferential treatment to agro-based industries, and promoting optimum inter-

sectoral relationships.

(f) Faster promotion of export-oriented and import substitution

industries.

(g) Promoting economic federalism with an equitable spread of
investment and the dispersal of returns among small suit growing units in

rural as well as urban areas.!'”
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The foremost task identified by the 1980 Industrial Policy was the

revival of the economy by solving the problem of shortages of major industrial

outputs, like energy, transport and coal.

Now, [ focus my attention on the difference between the 1980

Industrial Policy Statement and the 1990 New Industrial Policy Resolution.

- (a) The main highlights of the 1980 Industrial Policy may be
mentioned:;

~

(1) The revival of the economic structure; (11) revamping of the public
sector; (i11) dynamic role of the private sector; (iv) establishment of economic
federalism; (v) setting up of nucleus plants; (vi) encouragement and support
to small-sale and village industries by redefining small units, financial support,
building up buffer stocks of critical inputs, giving marketing support and
reservation of items; (vii) correcting regional balances; (_viii)’ generation of
employment and higher prodnuction; (ix) liberalisation of e'xisting- capacities;
(x) promotion for automatic growth; (xi) streamlining of licensing procedures;
(xii) encouraging export-oriented units; (x1i1) encouragement of research and
development; (xiv) transfer of technology; (xv) modernisation packages and
energy industry dovetailing; (xvi) setting up monitoring system and data bank;
(xvii) evaluation of incentives; (xviii) tackling industrial sickness through
mergers of amalgamation; (xix) improving industrial relations; and (xx)

adopting of appropriate industrial pricing policy.
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However, the main highlights of the 1990 New Industrial Policy

‘Resolution are as follows:
(1) Higher investment limit for small and medium units.

(i1) Stress on technology up-gradation and simplification of

procedures, especially for the small-scale sector.
(i) Easier norms for technology transfer.

(1iv) De-licensing of 100 percent export - oriented units and units in

export processing zones.
(v) Automatic approval of foreign equity upto 40 percent; and
(vi) Easier access to imported capital goods, raw materials.

(b) The first task of the 1980 Industrial Policy Resolution is to
revive the economy inhibited by infrastructural gaps and inadequate is
performance due to vicious circle of shortages of major industrial inputs like

energy, transport , and coal.

However, revival of economy was not the first task of the 1990

Industrial Policy Resolution.

(c) The 1980 Industrial Policy Resolution proposes to speed up
the process of examination and decision-making and also to examine the .
possibilities of further rationalisation and simplification of industrial licensing |

procedures.
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On the other hand, the 1990 New Industrial Policy which does
away with licensing for all new units up to an investment li_mit of Rs. 25 crore
in non-backward areas. For units coming up in centrally notified backward
areas, the licensing exemption limit will be Rs. 75 crore. The earlier limits

were Rs. 75 crore and Rs. 60 crore respectively.**)

(d) Realising the importance of industrial exports for a favourable
balance of trade, the 1980 Industrial Policy provided for sympathetic
consideration of requests for setting up 100 per cent export oriented units, .
requests for expansion of existing units, exclusively for purposes of export
and for allowing higher production for exploiting fully the emerging export

opportunities.

However, the 1990 New Industrial Policy delicenses 100 percent
export oriented units and units set up the export processing zones, provided
the investment is not more then Rs. 75 crore, Moreover, such investments

will be free from the convertibility clause of financial institutions.

(e) Under the 1980 Industrial Policy Statement, the Government
will take active measures to facilitate the transfer of technology from efficiently
| operating units to new units. Companies having well estziblished Research
and Development organisations and having demonstrated their ability to
absorb, adapt, and disseminate modern technology will be permitted to import

such technology as will increase their efficiency and cost-effectiveness,
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On the other side, under the 1990 New Industrial Policy, the
Government has allowed automatic increases in foreign equity in Indian
companies upto a level of 40 percent, but this 1s conditional on effective
technology transfer from the foreign partner. But at the same, a stipulation

has been placed on imports of capital goods, in such cases.

(f) In order to promote the development of small-scale industries
and ensure their rapid growth, the 1980 Industrial Policy has decided to
increase the limit of investment in case of tiny units from Rs. 1 lakhs to Rs 2
lakhs. In the case of small-scale units, the limit has been raised from Rs. 10 |
lakhs to Rs. 20 lakhs and from Rs. 15 lakhs to Rs. 25 lakhs in case of

ancillary units.

However, the nine page document of 1990 New Industrial Policy
entitled the policy measures for the promotion of small-scale and agro-based
industries and changes in procedures for industrial approvals states that the -
ceiling on investment in plant and machinery for small-scale industries would
ne raised from the present Rs. 35 lakh to Rs. 60 lakh and for ancillary units
from Rs. 45 lakh to Rs. 75 lakh. The investment ceiling in respect of tiny
units, likewise, will also be increased from the present Rs. 2 lakh to Rs. 5.

lakh.

(g) The 1990 Industrial Policy is designed to re-orient industrial
growth to ensure employment generation, dispersal of industry in rural areas

and to increase exports of small-scale industries.
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On the other hand, in order to generate higher product and
“employment, the 1980 Industrial Policy emphasises on the creation of new
focal points of industrial Policy.emphasises on the creation of new focal
points of industrial growth which have the maximum effect on the equity of
life. They will be based essentially on the utilisation of the local materials and
the locally available manpower. The Government will encourage both private
and public investment towards this direction which will also promote a net -

work of spread out ancillaries.

The announcement of the new industrial policy came not a day too
soon. The industrial situation in the country had been deteriorating fast; not
only was there a declaration of the index of industrial production but the
index of industrial production showed a negative rate. There was the industrial
stagnation in the country. The new policy set out to pull the country out of
this morass. The new policy has indeed a wide sweep, but it centres round
clarifying the government’s new stance in respect of both the public sector
and the private sector -- it is only sought to be revamped through better

management instead of any grandiose plans of its further expansion.

In respect of the private sector, instead of only preaching serioﬁs to
it, numerous positive steps have spelt e.g., automatic approval of foreign
equity upto 40 percent without any obligation, easier norms for import of
capital goods, raw materials and components, delicensing of new units 100 -
percent EQUSs and units to be set up to certain investment limits, simplification

oftechnology, transfer, changes in broadbanding scheme and locational policy,



228

and various measures to promote growth of small scale and tiny sector.

All in all, the new industrial policy 1s to be welcomed without any
reservations as being pragmatic and sensible. It fits well into the prevailing

situation of industrial stagnation.
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