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THE PRESENT STUDY

0.1 Introduction

The present study is an attempt to find out an optimum
strategy for industrialization in a landlocked and subsistence
agriculture economy with Assam as a case study. This study
assumes special importance in view of the role and increasing
importance of industrialization in all economies. It has become
all the more important to the developing countries. Because in
view of increasing pppulation growth and limitation of culti-
vable land, the agricultural sector in these countries has be-
come increasingly unable to generate the requisite scope for
employment., The problem is more acute in those countries or
economies where the agriculture remains at a subsistence level.
As only a  very little amount of primary accumulation takes
place in these economies, they cannot devise any way to uplift
their agriculture from the subsistence level. Tt then becomes
an imperative to provide employment to the ppople in activities
ofher than agriculture. In this eontext industrialization has

assumed great importance.

As we target our study at backward economies, we further
narrow down the area to those economies which are cursed with
the geographical constraint of land-lockedness too. This con-
straint further accentuates their problems necessitating the

remedy of industrialization even more. Now the Indian province




of Assam is such an economy which is endowed with all the
characteristics of our target group. Assam is a land-locked
state ; her economy is pre-dominantly agrarian which continues
£0 languish in a subsistence level. Thus Assam is a perfect
sample of the type of backward economy we are planning to

study. Hence we have selected Assam as a model case for our

study.

0.2 Objectives

The objectives of the present study are the following:
(1) Theorization of backward economy which is landlocked and

which has a subsistence agriculture as its mainstay.

(2) Exploration of the problems and prospects of industriali-

zation in such an economy.

(3) Formulating a strategy for industrialization for such an

economy.

(4) studying the economy of Assam in this frame-work in order
to £ind out the existing bottle-necks and difficulties, and to

suggest measures for industrialization of the state of Assam.

03 Hypotheses

In course of the present study, efferts will be made to

test the following hypotheses:
(1) Industrialization of a backward economy is not dependent sclely

on Ratural resources, but mainly on political leadership.



(2) Infra-structural facilities must precede presence of indus-

grialization in backward regions.

(3) Unless industrialization provides employment to local peo-

ple, the region cannot derive the benefit.

(4) Strategy for development of industries in a land-locked
strategieally important region of a country must be based on

self-reliance with regard to raw material and technical per-

sonnel.

(5) Assam is a land-locked region and her economy is basically

a subsistence agriculture economy.

The last hypothesis has been necessitated because of

selection of Assam as a model case for our study.
0.4 Methodology

Wwhile assessing the prospects of the economy of Assam,
we have to identify and survey the resources. A raw material
planning and formulation of an appropriate industry-mix come
next, In determination of the industry-mix we have considered
the factor endowments, comparative advantages, and the need for
regional self-sufficiency. However we have not delved deep into
t+hese matters. Because this itself is an area for individual

research,




We have dealt with the problem area after dividing it into
several sub-areas. For instance we have studied the geographi-
cal condition factor,governmental assistances and facilities,
infra-structural development, @apital mobilizatidon, entrepre-
neurship development, appropriate technology as well as the
productivity faetor. The employment issue has also been studi-
ed in the social settings. A massive industrialization progra-
mme through ancillarization has been offered as a remedy to the
unemployment problem. Development of industrial complexes, esp-
ecially anindustrial town-ship has been suggested. Attention has

also been drawn to the question of state intervention.

Result of these studies by way of resolution of diff&rent
questions pertaining to the above issues can be said to have
contributed towards formulation of an overall strategy for indust-
riaglization. Thus the present study, in its entirety, can be
presented as a strategy for industrialization. And as it has
taken into account almost all the facets of industrialization it

can be accepted as an optimum strategye.

In making this study we had to procure different data per-
taining to the industries developed so far in Assam. As these
industries are very few and scattered all over the state it was
not possible to reach all of them. So we had to rely mostly on

secondary data as available from government sources as well as




individual research papers. However we have studied a few indus-
tries in ®wandom which should compensate for our reliance on
secondary data. But we cannot claim to have achieved much of

a success in making our study a pure data-based work. It was
purported to be a subjective analysis of the policies and deci-
sions in industrial economy of Assam and it should be accepted

accordingly.

wWe have discussed a few industries of Assam in this study.
These include tea and petro-chemical industry among the others.
These two have been selected as they are the most developed indus-
tries in the otherwise under-developed industrial seenario of
Assam. This also brings out the dual economy character of Assam,
which is a salient feature of the backward economies in general.
Studies on textile industry and agro-based industries have been
made in éur gquest for thrust sector. In all these industries we
have not gone deep into their functioning. Because that is beyond
the scope of the present study. We only intend to find a general
idea of the selected few industries which are strategigally impor-
tant for Assam, which can give a thrust to her weak industrial
economy. In the process we have fulfilled the fourth objective
of the present study. The first three objectives have been ful-

filled in our initial chapters of theoretical analysis.



D5 Structure of the study

This the$&is has been divided into thirteen chapters.
The firmt five chapters deal with the theoretical model.
Efforts have been made here to formulate a theoretical frame-
work of industrialization for the sort of economy under con-—
sideration. This part is the theorétical derivation of the
presentstudy. In the next seven chapters, the economy of Assam

has been analysed, Some selected industries having great bear-

ing on Assam®s industrial&zation and some industries having
good prospects in Assam are also analysed. In the last chapter

the study has been summarized and conclusions given,

Chapterwise, the first chapter is an in€roduction to the

whole study. It details the role and importance of industriali-
zation and proceeds on to diséuss the problems faced by back-
ward economies in the process of industrialization, It gives

a geographical and historical background df Assam, which is
taken as a model for the study. Assam's land-lockedness and sub-

sistence agriculture economy are discussed with the help of

dffferent economic indicators. The sedond chapter details the
characteristics of a backward economy as seen by us. It also
suggests a comprehensive defindtions of backward economy. The
third chapter discusses the problems faced by a backward economy

in the context of its characteristics as submitted in the earlier



chapter. The fourth chapter tests the hypotheses which we have
already mentioned. Assam being our model for the study, date
pertaining to her economy have been used to test these hypo-
theses. These hypotheses, being accepted, constitute part of
our suggested strategy for industrialization in the target area.
The fifth chapter discusses the progress and problems of indust-
rialization in backward economies in general and Assam in speci-
fic., The entire gamut of industrialigation covering man, mach-
ine, material, marketing, money and management are discussed

thread-bare. This chapter supplements the strategies as formul-

ated in the previous chapter.

Hereafter the study of Assam eccnomy is started in select-
©d areas, Chapter six deals with the state of capital formation
Aand copgjition of labour market in Assam. These two decide the
levey of technology in the industries. Then the marketing aspect
is also analyzed and scope for its eXpansion is explored. Chapter
S@Ven discusses the tea industry of Assam,one of the most devel-
®Peg industries in Assam and examines different aspects of this
industry. Chapterseight, nine and ten discuss respectively agro-
Paseq industries, petro-chemical industries and textile indust-
Tles . the three industries wWhich have been suggested as thrust
induStries for an industrialization drive in the state. In the

Tk
haDters eight and nine, possible product-mix are also discussed.

In
Case of chapter ten, the discussion has brought the past




history of the textile industry in Assam as it is the oldest
industry of Assam and thus a little bit of looking back is not
out of place. Chapters eleven and twelve discuss the printing
press industry and drugs and pharmaceutical industry. The first
is brought under study because we have observed that there has
been a tendency among the entrepreneurs of Assam to consider
this as the only possible industry which they can hopefully

set up. The second is a sunrise industry for Assam with enor-

mous scope of ancillarization. Also it is mostly a down-stream

industry of petro-chemical industry.

It is not possible to study each and every industry. So we
have confined ourselves to the study of the thrust industries,
the oldest industries, the most developed industries, the most
common industry and an industry with good prospects in Assam.
Lastly the chapter thirteen summarizes the entire study and
gives the findings in a nut-shell. A select bibliography is

given as an annexure. NoO seperate bibliography is given to the

chapters.




CHAPTER I

INTRODUCTION

1.1 Rele and importance of industrialization in economjc
development
Industrialization has been accepted all over the gdlobe as an
essential requisite for any society to develop. With the Passage
of time the needs of people have increased. That entails the
necessity of a wide spectrum of industries. Though eventually a1y
industries cater to the needs of a consumerist society, the

consumer goods necessitate a whole host of capital goods industries

jncluding the machine making industries. Then basic industrjeg like
steel etc. are also required. Infrastructure industries whicp are
the foundation of any industrial eccnomy mean a wide range of

capital intensive establishments.

In addition to the consumerist requirements, industries also
serve agriculture. Even an economy, of which the main-stay is
agriculture, requires sufficient number of industries which supply
inputs for agriculture. Thus it simply cannot be over-emphasized

that industry has become a part and parcel of any economy,

The twentieth century has been pélarization of the world
political powers. Development of different national economiew have
proceeded on varied rates. political and economic forces have acted
on each other. Dispxeportionate growth, which again has been deter-
mined by different factors like natural endowments, comparative
advantage, entrepreneurship, political atmosphere and socio-cultural

background, has varying impact on different eccnomies due to
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differences in rates of growth and their effects on different
sectors. Some countries have enriched themselves as reflected in
their higher national products, higher per capita consumption etc,
At the same time, some countries have fallen into the murky worla
of poverty; many people of such countries do not get a square meal
a day. Then there are countries where both these phenomena co-exist,
Luxrious life in urban centres go side by side with painful life

of the slum dwellers and famine-struck gural masses.

In such a back-drop, we ought to think of industrialization
as an essential step for development. In the same breath, the
academicians and thecoriticians may be enjoined upon to undettake
a guide's role. This study has been propelled by such consider-
ation, Tt is expected that the discussions made herein will be
beneficial for the administrators and policy makers. While we cannot
claim to have the last say in this context, we venture to say that
some points forwarded herein deserve due attention of the people

concerned.

1.2 problems of industrialization in under-developed economies

an important feature of the modern industrialization process
is that ik is an alien process fior most of the developing countries.
While it Wwas an organic process in U,K. where industrial revolution
took place, the developing countries do not find. it so. It is a
matter of acquiring socio-economic values required for an industrial

society as well as of developing socio-economic institutions for
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this new development in their economy. Sometime these changes do

not go in tandem with the actual indastrial programme, causing

social tensions and thereby halting the programme itself. An

early or late change may have different kind of ill-effects on

the country'’s industrialization programme.

Thus any strategy of industrialization must necessarily
take into account such issues. Tndustrialization is not a worked

aut formula that can be implanted or made totake root in any place,

Tt is necessarily an inter-disciplinary process. A whole range of
institational set up including education, health, culture and so
on have to be developed sufficiently for any orderly transition

of an underdeveloped economy to an industrially developed state.

A supportive evidence of this hypothesis may be the case of

Japan. This small island state ' has worked wonder in the history

of industrialization in spite of being a relative late comer and

despite its consgraint of lack of hatural resources.1 The enormous

dynamism as well as the near frictionless transition can to a great
extent be traced to the unique social change it underwent. The
society retained the essence and spirit of its traditional culture

and norms intact. Whether it is the famous tea-ritual or the

spiritwal ideology of zen-Buddhism as embedded in their every day-

to-day activity or the monarchial system of ruling, the Japanese

retain almost every old tradition albeit with necessary modifications

i
allen G.C., A short economic history of modern Japan, 1962
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as and when necessary to make it applicable in the modern times.

industrial economists who tend to think industrialization process

in abstraction should take note of such socially important issues.

This piece of work "an optimim strategy for industriali-

alization in a land locked and subsistence agricultural economy:

Assam - a case study" is intended as a treatise on strategy for
industrialization in underdeveloped countries albeit only the ones

which are land locked and have agriculture as their mainstay, that

too in its pristine state.

The fact that the study takes an Indian state-Assam, fop 145
case study should not lessen its importance in a wider andg inter.

national context. Many countries of Latin America, Africa ang Asia

face conditidns prevalent in Assam.

The conditions prevailing in a third world country Profferg
many problems to think of a ready-made and uniform Solution,
Heterogenity of the parameters even inside a country makes j+ ao
ubly difficult., There simply seems tc e no Way out of the Trap Woy

en
py a web of problems - low income, coloniad structure of the eq

poor infra-structure, dearth of entrepreneurship,socio—oultural %
nomms that simply does not tally with the dynamic and innOVative
spirit industrialization . calls for, political structyre heageg
py people impervicus to the socio-economic needs of masseg, Thus

a plethora of problems make one stumble in every step,
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In view of the enormity of the problems, it is beyond one's

might to undettake a complete assessment. SO we intend to study

only one part - only those economies which are obstructed by their

land leckedness. It can be amyone's guess that they are the worst

sufferers of the lot. This entitles them for first and utmost
attention. To make it precise, we survey these economies as long

as their mainstay is agriculture and that too in a subsistence

level.

Tt should be admitted that the economic backwardness of the

state of Assam has motivated us in the whole endeavour. This state

is also taken as a representative one in this study.

s PR under-developed economy of Assam

Assam iB a province of Indian Republic. It is situatéd in the

north-eastern part of the country. The entire state is surrounded

by land, To the north there is Bhutan and Arunachal Pradesh. To the

east there is Manipur and Nagaland. Mizoram is to the south,

Bangladesh, Meghalaya and West Bengal constitute the western border.
Thus the state has no sea access. This has also a historical legacy.
For a brief period during the British rule Assam acquired sea-access,
It happened in 1905 when Lord Curgon partitioned Bengal and annexed
the Eastern part of it to Assam. The new province came to be known

as '"Eastern Bengal and Assam'. However Assam did not derive any

benefit from the sea-access as industry and trade were at a low

ebb in those times. Anyway, following vigorous pmotests against the
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partition of Bengal & re-organization of Assam, the stgtus-quo

2 And Assam again became land-locked. How-

was restored in 1912.
ever it was not always like this. There are records in the his-
tory that in the ancient times the geography of Assam was stret-
ed upto the bay of Bengal.3 But this historical era was far long
ago to have left any indelible effect on the socio-economic status

of the province. Thus for all practical purposes we can consider

the state to have been landlocked always.

peeple of Assam have always depended on agriculture for livea
lihood. During the period of Ahom rule (1225-1825), the subjectg
had to pay body-labour to the rulers; in return they got some land
which they had to cultivate themselves to eke out a living. ang it
was a subsistence living. The situation has not changed in the
modern times. In 1971, 77.7% of the workforce of Assam were enggged
in agriculture.4 It is not only too high above the percentage pre-
vailing _ in the developed countries, it is even above the all.-
India rate of 72,6%. Though more than three quarters of the

people are engaged in agriculture, their productiwvity and hence

K 2Political History of Assam, vol I, (ed) H.K.Barpujari, 1977

3Edward Gait, A History of Assam, 3rd edn. 1984, p.10

4Report of the Task Forde on Economic Development of Assam, 1988
The figure is for 1971. But this can be accepted for pPresent *
times also. In the earlier 2 decades the ratio fell by only 3 3
percentage point ... 1.e. from 79% in 1951 to 77.7% in 1971, :
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income is very low. As shown in table 1.1, in 1983=84 agriculture

accounted for 46.4% of SDP at current prices.S Then there is the
fact that this sector contains within it a well developed section.
That is tea which became a conclave economy. This highly rich
section does not represent the typical picture of the agriculture

sector and is monop@lised by a few capitalists. Therefore this

Table 1.1

Percentage distrubation of State Domestic Product
of Assam by different sectors (at current prices)

i o L

Fishing, Mining, Manu- Transport, Finance

facturing, cemmunica- & Real
Year Agriculture Forestry construction, tion & Estate,

Electricity, Trade. Community

Gas etc. & Personal

. Servicese.

1982=83 46,5 4,5 23 ¥ 14,1 11.2
1983=-84 46 .4 3.4 24,5 13.7 12.0
1984-85 43,2 32 25 a2 16.6 11.8
1985-86 42,1 3.4 25.5 1647 12.3

Source 3 Compiled from the data in statistical Handbook,Assam, 1987.

Also this is a declining trend. In 1986-87, agriculture contributed
further less-only 40.4% of SDP. Share of agriclture in SDP at 1970-
71 prices were respectively 51.6% and 44.9% in 1983-84 and 1986-87
(Deptt. of Economics and statistics, Assam).
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gection can in fact be left out of the reckoning in consideration

of the congested agriculture sector. As tea constitutes a signi-
ficant part of the state's agricultural income, the working popu-
jatioen engaged in agriculture actually contribute far less to the
SDP. This brings out the subsistence nature of it.In any case the

77% of the workforce engaged in agriculture contributed only 40.4%

of SDP at current prices in 1986-87.

The pre-dominantly agricultural economy of Assam cannot
register sufficient progress unless its secondary and tertiary
sectors well compensate the dismal income state. But these two
sectors are small and in infantile condition. It is seen from table
1,1 that mining, manufacturing and construction activities accounted
for 24,2% of SDP in 1986-87. Commerce, transport and communication
accounted for 19.9%. But this part of SDP does not generate any
investment in any of the secters toimprove productivity and income.
Because this sector is dominated by the non-local entrepreneurs

who prefer to take out the surplus generated herein.

Table 1,2

Index of per capita income (at 1970 - 71 prices)
in 1980-=81

Punjab Haryana Maharastra J & K A.Po Orissa Assam All-India
178 150 145 96 84 71 78 100

Source : Report of the Task Force in Economic Development of Assam,
Vvol. I, Guwahati, 1988.
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The backwardness of the state is well-reflected in her per
capita income index. From table 1.2 it is seen that Assam's per
capita income index is not only well below that of the richer
states as well as the all-India figure, it is also below the
states like Andhra Pradesh, Jammu & ¥ashmir and onlyv marginally
above Orissa, a state ill-famous for starvation deaths. But un-
like the other states which have either improved their lot over
the period or at least remained stagnant, Assam has »eea seen
her per capita income consistently falling over time. Index of
p.C. income was 103 in 1960-61 at 1970-71 prices whence it
became 85 in 1970-71 to fall further to 78 in 1980-81. Here
the all India p.c. income in 1980-81 is taken as base level.6
As seen in table 1.4, the per capita income was only Rs. 569,70

in Assam in 1984-85 against the all-India figure Rs. 782,60 &t

1970-71 prices,

The changes that occur in the national economic scene al-
most bypass this backward state. It is seen from table 1.3 that
Assam's SDP growth rate almost always remained below half the
All-India rates. Only during the sixXth plan the SDp growth rate
moved close to the aAll-TIndia rate. In the second as well as

fifth plan,

6Report of the Task Force on Economic Development of Assam,
Guwahati, 1988. While all=India p.c.income at 1970-~71 prices
has increased from ks. 632,80 in 1970-71 to Brs. 761,00 in 1983-84,
Assam saw her p.c. income rise only marginally from Rse 534.70
to ks, 586.10. (Economic - Survey, Assam, 1985-86).
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Table 1.3

SDP Growth Rate (in percentage)

FPirst Second Third Fourth Fifth Sixth
Plan Plan Plan Plan Plan Plan

1951-52 1956-57 1961-62 196970 1974-75 1980-81
to 1955-56 t01960-61 t01965-66 t01973-74 t01977-78 t01984-85 .

Assa‘n 4.9 (-)503 2.8 0.3 (-)0.7 7.1

All-India 8.2 9.7 8.6 5.9 15,3 7.4

Source : Report of _the Task Force on Economic Development of Assam,
vVol. I. The 1st to 3rd plan figures are at 1948-49 prices
and thereafter at 1970-71 prices.

the growth rate becgme negative. This brings out the state and
condition of the economy very well.,

In table 1.4 some important economic indicators are given which
bring out the backwardness of Assam economy vis-asvis the national
economy of India. The population of Assam is more rural-based than
in India as a whole. 91.2% of the population live in villages in
Assam against 76.7% in all-India. The agricultutre , the prime
occupation of the work-force of Assam is played by the problem of
fragmentation. The average size of operational holding in Assam is
only 1.4 hectares against 2 bectares of all-India. Because of poor
income of the people, use of package input for raising agriculturaz
productivity remains low. Fertilizer consumption per hectare of gress

cropped area is only 5.4 kgs. in Assam against 44.5 kgs. in all=-
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-

Tndia. The state is not well-serviced by the scheduled commercial
banks. One branch has to cater to 23,000 people against 14,000
people for gll-India. Per capita deposit is less than half the
national rate and per capita bank advance is even less than a
quarter of the national rate. Credit-deposit ratio in 1984 was

only 46,8% in Assam against 68% all-India.

The state lags behind the rest of the country in Infra-
structural development. In 1985, per capita electricity con-
sumption was only 39.92 kwh, in Assam against 154,24 kwh. for
all-India. In 1983, road length per one lakh population wgs only
199.03 ¥ .M. in Assam against 6,837.83 K.M. in all-India. Even
public utility services like health, is also poor. In every 1,000
sq. KM. of Assam there are 1.4 nos. of hospitals against 2.1 in
India, All these problems have restrained the growth of industri-
al sector. That is why number of factory workers per 1,000 popu-

lation is only 5.55 in Assam against 9,28 all-India.

The problems of the Assam economy have been further compoun-
ded by the fact that the per capita plan outlay for Assam is
considerably less than all-India. This is increasing the dis-
parity in economic progress. As seen in table 1.5, except during
the second and the third plans, the per capita plan outlay of
Assam has always been lower than all-India. And the gap between
them is consistently widening. This difference has started to

become quite significant since the fifth plan i.e., from the mid-

seventies., This difference was
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41% of the p.c. plan outlay for Assam in fifth plan. However it

decreased to 16.9% in the sixth plan to again increase to 25.9% in
the seventh plan. This is indicative of the neglect and d@iscrimin-

atory treatment meted out to backward regions like Assam.

The experience of neglect and discriminatory attitude by the
developed regions is a common feature of the backwgrd regions. It
comes in almost every sphere. For instance Assam has a share of
mere 2.1% in the country's total central investment of Rs, 42,000
crores., Her share in the total number of letters of intent and
industrial licenses granted in the six years since 1981 was only
0,92% anq 1.16%.'7 Thus there is severe inadequacy of government

support and patronage for the process of indust#ialization.

Table 1.5

Per capita Plan outlay for Assam and all-India
(in Rupees)

Plan Assam All-India Difference
First Plan (1951-=56) 29 38 9
Second Plan(1956-61) 57 51 =6
Third plan (1961-66) 103 94 =9
Annual Plans(1966«69) 61 68 7
Fourth pPlan(1969=74) 136 145 9
Fifth plan (1974<78) 190 268 78
Sixth Plan(1980 -85) 762 891 129
Seventh pPlan(1985=90) 925 1165 240

Sources: (1) Planning Commission.
(2) Basic statistics of N.E.Region.
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As a result of neglect by the planners and policy makers of
India, Assam remained in a lower level of industrialization. And
her position améng the states of India in industrialization
gradually deteriorated. In terms of per capita value added in the
factory sector Assam stood 4th among the states in 1960-61. In 1970=

71 she fell to the position of 12th and in 1980-81 16th. As seen

in table 1.6.

Table 1.6

Per capita value added in factory sector
(Amount in Rupees)

1960=61 1970=71 1980=81
Assam 26 28 60
India 23 58 178
Rank of Assam 4th 12th 16th

among the states

Source : Gupta D., Inter-gtate industrial disparities in India -
the changing scene, RBI Occasional Paper, June 1985,

this per capita value added was higher in Assam than all-India in
1960-61. But thereafter it has been lower than all-India. The rate
of increase of the per capita value added in Assam is much smaller
than in India. As a result, the share of Assam in total wvalue added
in the factoiy sector of India went on falling, From 3% in 1960-61,

it fell to 1.4% in 1970-71 and still further to 1% in 1980-81.°

qupta D.,Inter-state industrial disparities in India - the changing
scene, RBI Occasional paper, June 1985




23

The most disturbing thing is that it has been found that the
regional disparity as a whole in India has been discreasing.9 But
different indices of industrialization point out, as seen in table
1.7, that the backwardness of Assam is increasing. This means that
assam is on her way of becoming one of the most backward states
of India, It is seen from table 1.7 that the per capita productive
capital is increasing at arithmetic progression in Assam, while it
is increasing at geomettic progression in India as a whole. Factery
employment per 1000 of population has increased from 7.21 in 1962
to 9.28 in 1980-81 in India, while it has remained almost constant

in Assam.

Table 1.7

Per capita indices of industrialization of
Assam and all-India.

Per capita Indices Assam All-India

of
industrialization 1962 1970 1980-81 1962 1970 1980=81
;ér capita wvalue
of output. 79,07 116.34 279.74 92.18 206,98 751,99
Per capita wvalue
added by manufacture 21,24 27.72 52,54 24,61 51,25 157.09
pPer capita productive 78,10 167,90 280,26 75.88 200,49 600.88
capital
Factory employment 5,46 921 555 7.21 7.86 9.28

per 1000 of pppulation

Source 3 Gupta D,, Inter-state industrial disparities in India =
the changing scene, RBI Occasional Paper, June 1985

Ibid.,
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It is true that Assam has a highly developed oil industry.
But this industry is owned and controlled by the central govern-
ment, Only a little fraction of the cil income occrues to the

State exchequer. all decision making and management of this

industry is a privilege of the central government of India. The
latter enjoys a substantial benefit from this exclusive rightj the
0il companies are the highest profit earning public sector compan-
ies of India. Such a major chunk of the economy has remained whodly
outside the purview of the state. That has impelled many economists
to call for its exclusion from the calculation of SDP. If that is
done the SDP of Assam will greatly diminish. But ewen if that is not
done the reality is already that. So the exact economic condition

of the state is much worse than that deneted by the statistical

figures,

1.4 Pre~dominant agrarian character of Assam economy

Agriculture constitutes a large part of the economy of Assam.
As seen in table 1,1, agriculture contributed 40.,4% of SDP in 1986~
87. This sector engages 77.7% of the work-force. Thus it ‘.1s evident
that their productivity is low resulting in a low level of output.
Additionally the annual floodsdest@oy a big amount of foodgrains in
the field. The state has to import foodgrains in order to supplement
the insufficient supply from internal sources. The total amount of

10
foodgrain imported by the state per annum is 1.2 million tonnes.

10Report of the task force on economic development of Assam,
Guwahati, 1988
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This import is financed by export of other primary goods. So the
primary sector is just subsisting. There can be no capital forma-
tion under this condition. So there is no internal #fiorce that can
stop the vicious circle of low income and backwardness. A thrust
must necessarily come from outside. Now, what sort of thrust this
has to be will be examined in our study and that is the main theme
of this research. However in the present study we have taken up only
a specific sector i.e. industry. We are not covering the whole
economy in our investigation as it would be too wide an area. How-
ever our suggestions . as regards to industrial sector will have

bearings on agricultural sector too as the two sectors are inter-

dependent and inter-linked.

Even otherwise for a backward and subsistence agriculture
économy no industrialization programme will pay if undertaken with-
out concern or connection with other sectors. Because a backward
economy means backward in its resource generation and development.

S0 other sectors including the primary sector has necessarily to
prosper to feed and nourish the industrial sector. There must be an in-
fexrsectoral appreach in the whole thing. That will help the sectors

sustain each other'®s growth.

This inter-sectoral approach i§ to be reflected in the plann-
ing of the production structure of different sectors. The different
proeducts have different input requirements. The product mix of any
sector should be so devised so as to utilize the maximum possible

inputs from the other sectors that are demestically available.
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Thus one sector will sustain the other. This not only solves the
supply problem but also generates demand. To be specific, the
industries in regions like Assam should be dominated by agro-based
industries - that will ensure higher use of agricultural sector.

The agricultural sector will have added income SO as to be able to
improve itself, Also the industries should take care to include in
its product mix those items which are consumed or invested in agri-
culture sector. This will give a ready captive market to the indust-
rial sector and also help the agriculture to modernize itself with

the new equipments, implements and inputs.

Assam suffers from a lot of handicap in the matter of economic
development. It is a peasant economy. The majority of the farmers
are small peasants earning a hand-to-mouth living. The land is fra-
gmented and divided in innumberable small holdings. As most of the
farmers are small and marginal farmers, there is little hope of
primary accumulation of capital from the agricultural sector. only
radical steps like collectivization and intensive farming could
change this state of afifairs. But because of their peculiar charac-
ter the peasants do not seem to be prepared to undertake the task
of any radical change.11 The low income state of the peasants also
acts as an impediment in the expansion of the market for industrial

products. Thus the entire Assam economy is working at a low

11
s.K.Borkaketi "pPeasant Movement & Peasant Organisation®" in

P.C.Goswami (ed.) "agriculture in Assam", 1989,
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level equilibrium. It is an imperative that this is broken and a
new high level equilibrium is attained. By the sheer logic of
static condition a massive force has to come from outside to do the
job. But in order that the new equilibrium becomes a dynamic
equilibrium an equally strong force has to be generated within the
system., This can be done by activating the economy, by mobilizing

the economic forces into self sustaining as well as demand gemer-

ating activities.

The present economy has led to still another important probl-
em. That is the dearth of entrepreneurship. The peasant economic
milieu is such that there is no motivation, urge and circumstantial
pressure ko move into enterprises in new and unexplored fields.12
The total absence of social mobility historically in this peasant
economy kept the people glued to low ambition lifestyle. However
since the independence of the country, the things have changed to
some extent. The partial collapse of the wall of social hierarchy
that earlier prevented social mobility now has helped it. ExXpansion
of education and administrative system open€d up new vistas. But
more than any others the increasing pressure of population that
drove the people of the state to launch a massive agitation during
1979=85 brought a sea-change. The middle-class people are new
increasingly taking up risk taking ventures. The quality of entre-

preneurship has greatly improved in the eighties.,

12 hia.



CHAPTER II

CHARACTERISTICS OF A BACKWARD ECONOMY

2.1 Definition of a backward economy

Wwe venture to theorize a backward economy as an economy
whose forces of production are in an underdeveloped conditi-
on, means of production belong to the pristine age, natural
resources are sub-optimally used, economic growth rate is
low and less than population growth rate, per capita income
and consumption are below poverty line, occupational pattern
is biased towards primary sector, capital is scarce and what-
ever is available is blocked in unproductive portfolios,
productivity of factors of production are abysmally low, div-
ision of labour is low and underdeveloped, market forces are
imperfect, monetization of the economy is very little, human
capital formation is poor, distorted production and marketing

create a high-cost economy ..... and so on. This is our per-

ception of a backward economy.

Wwe would venture to say that the presence of all these
characteristics would make for a fully backward economy.
Ootherwise presence or absence of them alongwith their stren-
gth would determine the degree of backwardness. And it is
worthwhile to note here that most of these economies have a

legacy of colonial extortions and de-accummulation of capital.

It is a truism to say that whatever conditions th=
countries in the pesenttime are in, they all hawe experi-

enced numerous stages in finally reaching the same. They

‘eveloped
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have successfully controlled or dhecked the back-pulling

forces from their economic systems. So an analysis

of the

factors of their opulence can also very well be a suitable

method of finding out the causative factors of backward-

ness. However that would be an indirect approach. But a

wide study may find supportive evidences with the help of

such a secondary approach too.

2.2 Natural resources

In general it is seen that a backward economy
lacks in natural resources or under-utilizes them.
formeris .not a general case. Because, a8 ‘it happens,
countries are driven to find out alternate avenues

ire the requisite consumer goods for their people.

either
However the
such

to acqu-
This

necessity confers sufficient dynamism as well as aggressiv-

eness in the nature of their populace making them successfy]

traders in international sphere. And if the geo-climatic

éonditions are favourabkle, they may even emerge as

economic entity. Japan is the best example of such

aQ Strong

a Case,

This country, which lacks natural resources to a serious

proportion, has become one of the richest countries of the

world, It all started with the world-trade undee-taken by

the Japanese who were guided by their ¢rstwhile emperor

Meiji.

However for an economy burdened with the pzoblems
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similar to those Japan faced, but which is without the sea-access
and tormented under the equatorial Sun, one cannot foretell such
a rosy future, The climatic condition of an area may lessen the
productivity of its populace while the land-locked nature in all
its probability would preclude a successful trade pattern. In

such a case the dearth of resources would be a handicap.

Since lack of natural resources has contributed to the

backwardness of some countries, we can count it as one of the
causes of backwardness and also a characteristic of a backward
economy. The countries which could surmount this problem did so
with the help of other beneficial factors mitigating the effect

of dearth of natural resources.

2,3 High cost economy

Sub-optimal use of natural resources is another character-

istic of a backward economy. A backward economy has an imper-
fect market structure. Also the commercialization and moneti-
zation of these economies are very poor, These make for low
effective demand. Foreign trade in such under-developed econo-
mies also cannot help by way of increasing demand. So a low
effective demand leads to a situation where utilization of
natural resources continues to be below optimim level for pain-

fully long periods. In a market economy every
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commodity fetches a price. So higher the exploitation of
natural resources, larger the income of an economy. As the
natural resources are not exploited to the optimum level,
the income of these economies tend to be low. Also below
optimum level operation makes for higher cost of production.
So the prices of these commodities tend to be high. As
these are used as inputs of different industries, all the
commodities tend to be costlier., The ultimate result is a

high-cost economy., This is a very prominent characteristic

of the backward economies.

2,4 Scarcity of capital
As we see, in the working of a backward economy, there
is a trap, a vicious circle. Its conditions prevent it from
coming out of them. Under-optimal use of natural resources
lead to low income which precludes the possibility of invest-
ment in higher utilization and exploitation of these resour-

ces, A common characteristic of all backward economies is

therefore scarcity of capital. It is true the primary produ-

ing economies create some capital. But that is very insigni-
ficant, And in a milieu of high-cost economy the value of
additiona] capital generation almost invariably tends to

fall every year. So much so that many econémies face de-accu-
mulation of capital. The primary accumulation of capital is

solely controlled by the feudal land-lords or feudalistic
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merchants. This capital is at the most invested in specula-
tive trade, landed property and luxury consumption. Of these
three, the first increases the total quantum of capital accu-
mulation., But the same remaining blocked in unproductive port-
folio, mere self-reproduction or augmentation does not have
any bearing on the economy at all. The second, landed property,
hoards the capital and keepsit idle. The third, luxXury consu-
mption, creates demand for luxury goods, thereby generating
employment. But these being carefully preserved skill of
1imited urban artisans or monopoly technology of big company
or corporations, the profit is cornered by a microscopic
minority. Multinational corporations account for a largé
share of the global market of luxury goods. SO development of

demand for these commodities generally do not generate any

worthwhile opportunity within the host country at all.

2.5 Labour and employment

In such a bleak environ, the labour force hardly finds

employment for themselves. There is unemployment in a severe

form in the backward economies. In the absence of develop-

ment of Secondary and tertiary sector, distribution of labour

force is heavily biased towards primary sector.

2.6 Technology and productivity
In view of capital scarcity, these economies are burde-

ned with age-0ld means of production. Agriculture in mést
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guch countries date back to the days of ploughs driven by
animal power. In the production of non-agricultural commo-

dities too, the conditions are similar. It is o0ld techno-

lggg everywhere, Of course reasons are not very far to see.
There is no capital to invest. There are huge stocks of
1abour force which do not call for sophisticated teizhnology

as with depressed wage rate, it is more profitable to have

the old and prevailing labour intensive technology.

In view of the traditional nature of technology, the
output per unit factor of production is very low. Return
on land, labour and capital are all abysmally low. However
the feudal mode of production confers some special privile-
dges upon the owners of land and capital who have opportuni-
ties for very high income through renting or share cropping
of land and speculative investment of capital. It is only
when they are engaged in non-agticultural commodity produc-
tion that returns tend to fall, given the old technology of
production., So either production is dissuaded or it is the
high value luxury goods production that is resorted to by
these people. The latter has been mentioned already., It can-
not be considered as a general case, So we may conclude that

the productivity of factors of production is very low.

It is a simple corollary from the above that division
of labour is extremely insufficient. With the ready




34

gvailability of labour and also in excess of demand, the un-
employed people face a hard time. They have to equip them-

selves with numerous skills to get a break in this buyers’

market. This implies that division of labour is lagging far

pehind. Because, higher the division, more the specialization

in skills of labour. The low skill-formation amounts to low

puman capital formation.
—_

2.7 Economic growth and standard of living

In such a set up it is only natural that growth rate of

patibnal income is very low. These economies almost remain
n=
gtagnant, Though hard to believe, it is true that some such

economies register negative growth rates, That happens when
famines strike them, when regressive socio-political atmos-

phere stops even the little economic activities, when colonial

overlords extract resources without quid-pro-quo.

A stagnant or slow-moving national income when labour

force is burgeoning inevitably leads to continuous fall in

per capita income, To maintain the current expenses,such a
stagnant economy has to draw heavily on the reserve capital.

put when the nation lives in subsistence level with hardly

any Feserve capital to draw from, per captia consumption also

fall. When we remember that the base of their economy was

already low with majority people in soul=-saving conditien,

we see that most economies touch or go below the poverty




35

line very fast.

2.8 Colonial exploitation

a
A question that might appear in the minds of people woul

be: these economies were in such technological state., such mode
of production from the time of yore; then why now only that
they are plunging head long into the murkey world of povertY ?
The answer should be found in the era of imperialism and ¢ol0P~
ialism, In the past three centuries a few powerful countries
subjugated and colenized almost the entire world, The economies
of the colonized countries were shattered and their primary

accumulation appropriated by the ruling nations. This broke the

equilibrium of those erstwhile self-gufficient economies. A new
equilibrium which is yet to arrive, cannot but be in a verYy 10V
level, of course unless special deliberate efforts are made to

that end.

2.9 Theoretical tool for present study

All the above characteristics as well as the definition
of a backward economy are our suggestions only. These hawe been
our observation of backwardness in theoretical level. These can
also be termed as our abstraction from the reality. This theori-
zation of backwardness would help in &ur present study as well
as others who intend to work in this area. The criteria of back=

wardness put forward in this chapter are our assumptions in
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we would examine the

this regard. In subsequent chapters,

economy of Assam on these criteria.




L

CHAPTER IIXI
PROBLEMS OF INDUSTRIAL DEVELOPMENT
IN A BACKWARD ECONOMY

3.1 Regressive forces

A backward economy faces many a hurdles as and when it sets
into the path of industrialization. These problems are due to the
regressive forces built in the system. The characteristics of a
backward economy are such that they have certain inherent diffi-

culties and the process of industrialization or eeondmic develop-

ment as such face many problems.

In the preceding chapter we have put forward a definition
of such an economy. Before proceeding to introduce a general
theory of the problems of industrial developments, we would

analyse the impact &f these characteristic impediments in solo.

3.2 Dearth of natural resources

Dearth of natural resources is certainly the foremost hurdle.
Natural resource is a treasure that an economy can trade off for
its vital requirements, for generating new resources. While there
can be some way out for countries blessed with sea-access or suit-
able geo-climatic conditions, an economy beset with problems of
landlocked nature and a subsistence agriculture simply do not
have any base or means to improve its position. There is no endo-
genous remedy of it:; only some exégenous inputs like foreign aid

or grant can make a dent on this state of affairs.

Tt may be grgued that whatever domestic resources is mopped
up ®an very well be used to develop some amount of industrializa-

tion.
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put such an effort is very likely to give rise to a dual economy
as the little development would help only a microscopic minority.
rhe ensuing socio=-political tension would not allow it to main-
tain an equilibrium state. and if it is wanted to be done with

an egalitarian outloock then there would not be any development
wotth the name as the absolute quantum of resources made avall-
able to any planned unit would be grossly insilufficient. There are
so many things to do. Infrastructure development, technical man-
power development, acquisition of capital equipment and raw

materials, marketing of products and SO On.

3.3 Sub-optimal use of natural resources

and in case an economy &s not poor in natural resources, we
may justifiably expect it to be without the above-mentioned
problems. However there may still be one more preblem viz. sub-
optimal use of natural resomreces. This leads to a high cost
eccnomy. Both these can be cured, The remedy lies in deliberate
policy of investment in capital goods industry. As shown by
Strumillin, the long-term growth is biased to the investment in
capital goods. For that the economy has to curb consumption and
invest the resources so available. But with a high marginal pro-
pensity to consume it is no simple task. And when there is a sub-
sistence agriculture, average consumption would already be very
low, Political considerations do not allow the governments to
depress the consumption level further lower. It is also net

possible to increase exploitation of natural reseources by increased-.
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exports as these commodities suffer from inelastic demand. Some
economies are further burdened with the overlordship of multi-
national companies or foreign companies. This occurs when out
of desperate move to set on the hitherto absent process of
exploitation of natural resources, the backward economy leases
out its resource filled areas to such companies in return for
paltry sums or insignificant royalty. Such comapnies do not
bother to plough back the ensuing profit,:; all the foreign exch-

ange earned goes out of the country.

Some countries facing such problems have tried to correct
the distortion by nationalizing such companies. But these are
exception rather than rule. Moreover, the inevitable conseqguence
of hostility from different international fora - not excluding
foreign governments who are sufficiently convinced by the affect-
ed company of the ‘'wrong' doing, calls for an earnest desire and
commitment on the part of the government of a backward country
to advance their causes. Such firm commitment is generally
lacking. A prominent characteristic of a backward economy being
high illiteracy and lesser international exposure, the leaders
of such countries lack the power, knowledge and education te
inspire its own citizens. The age-cld conditions of poverty and
struggle leave scars of complexes in the minds of the people.
They are over-awed by the high-profile corporate world or inter-

national opinion., Also it is a sad plight of such countries that
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in many a case, it is the feudal lords or collaborators with

foreign interestswho.happen to be the tulers. They do not hawe

interests in undoing the conditions. A benevolant dictator or
a teamm of people with deep perceptions and long-term vision are
capable of doing the job. The former being a by-gone concept,the
latter is the only hope in the present world context. Moreover,

there has been only one Meiji till now in the world. So a

Jawaharlal Nehru or a V.I.Lenin equipped with a select team is

the only answer of a backwgrd country.
3.4 Scarcity of capital and high-cost, dual economy

ILack or sub-optimal use of natural resources brings the
invitable problem i.e. scarcity of capital. It is not helped by
poor international trade. In such circumstances the economy faces
the hmrdle - how to mobilize capital to invest for generating
capacities in the industries or even more important how to lay
the foundation required for an industrial economy i.e. the entire
infra-structure which includes transport, power, water-supply,
communications etc. A backward economy lyving in an age-old slum-
ber has to start from the scratch in every sphere. Thosé with
colonial past may have had some rough ' structure which used to

serve the purpose of the colonial over-lords of extracting raw

{Jawaharlal Nehru was the person who set India in the path of
industrialization by his matured decision to opt for higher
stress on capital goods industry. He had mobilized world opinion
to aid India in this endeavour and avoided the temptation of th
easy solution-allowing monopoly private ventures. V.I.Lenin alse
shaped Russia from a similar base. e
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materials. But to make the same appropriate for an industriali-

zation programme, it must be refurbished and up-graded at a

considerable capital cost. Failing that the production of any

industry, if at all it is possible, will have to do with well

obsolete technolegy, and thereby a low productivity and high cost

of production. And a high cost economy cannot survive too long in
a poor economy which a backward economy iB invariably in. A high-
cost economy would give birth to a dual economy and set a continu-
ous proeess of widening the economic disparity. The pauperization
takes place as the high cost economy is supported by the poor
masses who were already below the poverty line. Given the mono-
pelistic pattern of industrial ownership, the mark-up put over
and above the cost of production is dispropeortionately high. Seo
when the people at large purchase the products of these industr-
ies they have to pay through their noses. Because, the prices of
these products are disproportionately high when compared to
people’s income generated from a subsistance agriculture or
employment in the incipient industrial sector. This process of
pauperizatien of the masses when a micrescopic minoxity enrich
themselves, widen the income disparity. Common peeple donot get

to buy products of foreign industry priced at competitive level
due to protection offered to domestic industries. The disproper-
tionately rich monopely capitalists under this circumstance

think of increasing returns on capital by introducing sophisti-

cated and high-productivity technelégy. Se pockets of highly
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deVelOped industries may develcp in such cases. and we get a dual

Thus, in the prevailing conditions, industrialization cannot

but lead eventually to a dual econcomy. In addition to being a lop-
Sldeq development, a dual economy, because of its in-built temsion
and sel f-pauperization element,2 cannot lay claim to have achieved
any worthy industrialization when we consider the net value of it
in a micro-level and long-term perspective. So we would prefer to

say that a dual economy with pecket(s) of sophisticated industries

is not a case of industrial development.

3.5 Low standard of living

The 1ife and living of people in a backward economy deteri=
orate steadily and incessantly. When there is no or very little
educational facilities, the majority people remain illiterate.
Superstition and regressive outlook prevail in their thinking.
The few people who are educated, far-sighted and exposed to the

broad world outside, are continually opposed by their brethren in

2 ;
Tt is our conjecture that a dual economy would necessarily have

a trend of deceleration. In such an economy the per capita income
gradually and steadily falls due to increase of labour force and
for that matter the have-nots. The absolute increase in income
that takes place due to and solely in the sophisticated industr-
ial sector, is grossly insufficient for offsetting the production
loss in agriculture and/or traditional industries; and if more,
it is way below the population growth rate which is again not
checked in a milieu of backwardness and high illiteracy. So we
get a net picture of pauperization.
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undertaking any innovative and reformative ventures which would

bring prosperity, increase incomes and improve the living condi-

tions.

Having to depend on human power for agricultural operations,

people want high number of offsprings. Lack of alternative mode

of enjoyment also increases the frequency of sexual intercourses

between couples which, in the absence of preventive measures (or

lack of knowledge of the same) inevitably means a ritual of annual

reproduction. Almost mil female educatien, higher importance for

male offspring and numrous such reasons only add strength to

this eventuality. This all means a population explosioen.

Increasing medical facilities, rising longevity and falling death

rate have further accentuated the problem.

when production increase is so minimal, additional capacity

generation insignificant, the people face a deteriorating employ-

ment situation and a falling per capita income. Lack of or little

investment Jas there is severedearth of capital) ensures these

twe results.

3.6 Labour and unemployment

Tncreasing unemployment should have helped industrialization
by posing as a reserve industrial labour force. But it does not
happen in real case. The unemployed generally do not censider him/

herself unemployed. He/she is absorbed by anover-saturated agri-

cultural sector adding to the disguised unemployment. In the urban

y W
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context the unemployved would enter the tertiary sector. But

the latter too having been saturated long back there would be
tension and eventually fntroduction of more middle-men in the
entire structure. Or the unemployed ones would become para-
sitic elements and deviants from the established social nomms.
This trend again makes potential investors from outside sus-
picious of socio-cultural instability and an inc%benial environ-
may be cured by an educational campaign preceding or

ment. This
any industrialization programme. As the promoters

accompanying
or entrepreneurs (who themselves are in short supply) are not
prepared to undertake the expense of it which increase their
cost of production and thereby cut into the profit, it is a res-
ponsibility on the part of the state. Any government has to keep

note of this and other such sociological factors. The economics

of industrialization cannot be discussed without such social

issues.

The agricultural and for that matter the rural unemployed
migrate to the urban centres at their first conveniences. So both
the problems can be transfered to the same plane for a solution.
But to bring a long-term solution, it is better not to take vill-
ages to the town, rather take the town to the village. Housing,
civil amenities, congestion and many such problems of the urban
centres necessitate that rural to urban migration is checked and
rural centres developed to urban places. Moreover the prevalance

of deviation from social norms among the rural unemployed is less

than their urban counterparts because of greater social affinity

)y



and bindings, dominance of community over individual life, and

lesser frustration and dssperation owing to the fact that the

unemployment is disguised; this makes for a more convenient work

atmosphere and industrial relations if the unskilled work force

can be suitably trained.

3,7 Fagtor productivity

with the labour force mainly engaged in the primary sector,

any development in the secondary sector has to be necessarily

accompanied by a tralning or re-orientation programme. HOwever

that does not impart the gequisite skills to the labourers suffi-

jeiently. So the working of the plants and factories of any up-

coming industry is not generally a smooth sail. A whole host of

technicians and supervisers also have to be developed and that

too from an unskilled population. Obviously, the new breed of

rechnical personnels do not have the finer skills. And that makes

for a low productivity. The maintenance of the machinery and

equipment by these inefficient personnel also tend to be ineffi-~

cient; consequently the productivity of the machinery and equi-

pments also become less than their optimim value. Apart from this

human factor, insufficient infra-structural facilities compel

sub-optimal utilization of the machinery and equipment. A whole
host of factors thus create circumstances where the factor pro-
ductivity becomes abgsmally low. So the investments in such an

economy do not produce the output they should have. The capital-
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; ; .o ghe.
output ratio of a backward eeonomy invariably becomes very hig

3.8 Poor agrarian economy

" i €8
That a pre-dominently agricultural economy cannot check

= la-
population explosion is best illustrated by the example of Bang

. : ral
desh., This country which had 56.7% of GDpP coming from agricultu

value added in 1967-68> had a population density of 1,179 per sd-

mile in 1967.% percent increase of population during 1951-61 was
30%.5 But this population tends to remain in agriculture itself

owing to low level of urbanization. Thus out of total lbBbour for-

ce, 85.3% was engaged in agriculture in 1961.6 But the share

in labour force is proportionately higher than agticulture's
share in G.D.P. And this is in spite of the fact that the cropp-
ing intensity in 1961-62 was as high as 130.8% (in 1970-71 it
rose to 144.5%).'7 This is explained by low vield rates. In case
of rice, the main crop, the yield rate was among the lowest in

the world., In 1968, paddy vield per bhectare was 1740 kg. per

hectare.8 The case of Jute, the principal cash crop was no .

3Agriculture and Related industries in Pakistan, F.Kahnert,
M.Stier and others, OECD, 1970. Table IV-I,.
4Bangladesh Economy, K.Dutta, R.Dasgupta, A.Chatterjee, (N.Delhi)

1973, p.37

SIbid., p.38

e

6Ibid.’ p.78
7thid., p.82-83

e

BIbidvl p'91

P
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different. In 1961-62 it was 16.4 maunds per acre and in 1967-68,
The causes of this condition was dependence

13.9 maunds per acre.
in the absence of investment

on weather (which fluctuated heavily)

on irrigation and river control, lack of good seeds: and other in-

inadequacies. For instance with an establi=-

puts as well as policy
shed comparative advantage in Jute, there should have been suffi-

ciepnt stress on its proper development as a principal wevenue and

foreign exchange earner. of course now the donditions have changed.

Bangladesh is at present the top exporter of Jute and jute produ-
cts., But it took a very long time to come up. May be political

situation was not congenial. This will underscore the impertance
of political situation for economic development.

The observation that . the agricultural stagnation did not

lead to rural urban migration seems to counter our stand on this

issue, as mentioned earlier in this chapter. But this lack of

mobility of labourers ensures a virtual stagnatien in such an

economy., The dual economy that emerges in a similarly placed

economy is absent in Bangladesh. So the little beneficial effect
by wmy of commersialization of agriculture to feed the growing

urban population and consequent rise in the imcome level of rural

Ibid., p.9s

10
In 1987-88, she experted 4.23 lakh tonnesf jule and allied Tibre
products in a total world export of 9.89 lakh tonnes. Though India

producés more jute than Bangladesh, demestic consumption being
higher, India exported only 2.4 lakh tonnes.(Food & Agriculture

organisation quoted in Data Bank'89 Economic Times)
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agriculturists is also missing. Thus the pre-1971 Bangladesh is a
typical example of a stagnant backward economy. Agticulture which

constituted nearly half of the economy was overwhelmingly of a
peasant character.

3,9 Competition from foreign industries

While it is true that there has been some changes in the

independent Bangladesh, the main characteristics of the economy

remains almost the same. The erstwhile middle class has been sub-
stitiated by a new and local one. The supplier of their consumer
goods have changed from the then West-Pakistan to general west-

ern developed countries. The question as to why domestic indust-

ries have not developed can perhaps be found in the agrarian
character of the economy. Since urbanization and infra-structure

development were in infantile stage, it was only natural that the

void was filled by multi-national companies. Availability of a

big coastal line also has benefited the latter., Earlier also when

it was East-pakistan, import from West-Pakistan took place
through sea-route only.

The way out from this complex situation may be a deliberate
investment policy which will have to be supported by economic
austerity measures (to map up the capital requirement) . Govern-

ment of Bangladesh cannot expect foreign capital in such an

attempt as the latter would not prefer to dig their own grave;

multinational companies have a close nexus with the foreign
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- donor countries. NOW the problem is +hat any such austerity pro-

gramme would not be politically expeditiobus ' specially in the

volatile situation that Bangladesh has soO far been in. So it is

a vicious circle.

However in our model of 1and locked economy, this problem is
to some extent mitigated. The landlocked nature make the landed
cost of foreign consumer goods not much attractive alwavs. SO
domestic industries can compete with the foreign company with no

or little tariff support.

3.16 Colomial character

A problem facing the backward economies is that if they are
a region of a comparatively better developed country viz. a
country whose economic condition is better than its backward
region under consideration, then the plight of the latter is no
better than a colonial state whose wealth is being plundered by
its overlord. The region faces some sort of unequal trading
pattern, its exports to the other parts of the country is insuffi-
ciently paid for or not paid for at all i.e. there takes place
exports without quid-pro-quo. Thus there is a net transfer of
wealth. An estimate by Mahbubul Haq, of the net transfer of real
wealth, says it is 20 crore rupees per annum. Dr. Aminul Islam
calculates it as Rs. 50 crores per annum and that too at shadow

11
prices. These can be compared with the drain of wealth from

11
Bangladesh Economy, pp. 31=32
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.India teo Britain. Thus a colonised country and backward region are

more or less similar regarding economic situation.

Coming back to our model case study i.e. Assam, we see that
the credit deposit ratio ef all the all India sceduled commer-
cial banks except one, the Indian Overseas Bank, are very low
and well beléw the national average.12 Though the right on the
principal remains with the individual savers of the state, the
state is deprived of the investments and consequent growth, and
additional income generation., These go to the developed regions
of the country. Thus the latter plays the part of colonial explo=
iter(through the centrally owned banks and financial institutions)
within the sovereign country itself. A glaring example of this
deprivation process is the functioning of Unit Trust of yndia in
Assam, This public sector financial institution raisesquite a big
savings annually in Assam, Of this not a single rupee is invested

in this regien.l®

3,11 Low productivity of capital

Backward economies face another peculiar problem. Where they
have gone in for industrialization with sophisticated machinery,

the capital-cutput ratios are seen to be very high, indeed much

12Economic Development of Assam, P.C.Goswami (1988), pp.364-365

13It has been disclosed to us by a former official of UTI.
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higher than those of developed countries. Erstwhile East-Pakistan
and West-pakistan both had capital-output ratios, higher than
even in Japan almost in all industries except Chemicals (that too
only East pakistan.)14 It appears that capital output ratio decl-
ines over stages of development. The present Indian economy is
also an illustrative example. In machine tools industry its cap-
ital intensity is much higher than in developed countries. Reason
of this phenomena may be the obssession of the industrialists to
enjoy the economy of pperation as well as sophistication of the
machinery as well as the products. This may again be an effect
of the growing consumerism in the backward economies under the
sponsorship of the multinational companies and monopoly business
houses. There is no attempt at improvement of older indegenous
technology or even adaption and inmovation based on the imported
technology. Result is that in the presente of machinery of
different vintages huge amounts of unutilized capacity develop
which eventually result in an absurdly high capital-output ratio.

Low productivity of capital is thus another reason.
3.12 Lack of linkage effects

A secondary problem resulting from this phenomenon is that
the economy cannot expect to derive the forward or backward link-
ages. The pre-dominant technology being that of the latest vin-

tage, the linkage industries have to be necessarily with the most

14Bangladesh Economy, p.68
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sophisticated technology. For a developing country or economy it
is beyond its capacity to have sophisticated technology for a
wide spectrum of industries. This necessarily implies siphoning
off of a great amount of money in getting the intermediate
products used as inputs for the industry under question. AlsO

the value added in the downstream industries accrue to the foreign
country or economy which has established these industries. In any
case this continual up-grading of technology by consistent impor-
ting has brought the foreign trade to such an impasse where how-
ever great the export endeavours be, import of machinery, inter-
mediate products etc. alongwith innumerable other justificable
imports make for an ever-—expanding deficit in balance of trade.
In fact the import in trade accounts, of which not an insigni-
ficant part arisesfrom debt servicing, royalty and dividend pay-
ment and imports appended to machinery or technology imports
etc., necessitate - foreign loan and aid etc. The latter in most
instances are fermally or informally tied ones, which also lead
to further and aveidable imports. Thus every little inefficiency

on the part of planners as well as industrialists costs the econ-=

pmy very dear and it gets trapped in a perpetual import syndrome.




CHAPTER IV

STRATEGY FOR INDUSTRIALIZATION-HYPOTHESES.

4,1 Hypotheses regarding strategy for industrialization

There have been offered a many strategies for industrialj.
zation. We deem it fit to analyse the relative importance of only
some important factors. These have been capsuled into four
hypothesis. There is a fifth hypothesis pertaining to Assam, the
case study, In order to analyse the rele and importance of different

factors of industrialization, we test these hypotheses. These are;

(a) Industrialization of a backward economy is not dependent
solely on natural resources, but mainly on political leader-

ghipe.

(B) Infra-structural facilities must precede expansion of

industrialization in backward regions.

(C) Unless industrialization provides employment to local

people, the region cannot derive the benefit.

(D) Strategy for development of industries in a land locked
region must be based on self-reliance with regard to raw

material and technical personnel,
(E) Assam is a landlocked region and her economy is basica=-
11y a subsistence agriculture economy.

The last hypothesis has been necessitated by the fact that we

have used information and data pertaining to Assam as that of a
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- representative unit in our plan of study. However we have already

proved this hypothesis in the first chapter'lntroduction. So ne
seperate examination will be done here again. Also it is to be

noted that the hypotheses 'A' and 'D' are mutually exclusive. They

are complementary to each other.

4,2 Hypothesis A

In an earlier chapter, it was pointed out that the paucity

of natural resources hinder the process of industrialization. How-
ever we also quoted elsewhere the instance of Japan as an illustr-
ious exception. Though Japan is not a land-locked state, it has the
other constraints. of our representative unit. In any case it will
do us good to test the relative importance of political atmosphere
and leadership in the context of industrialization. political factor
in economic events has become a regular phenomena with far readhing
effects. Ranging from the grocery shop, the level goes high up to
the starwar level. The former depicts the interference by small-time
local politicians who embark on image building compaign through
these ventures. The relationship between politics and economic.
activity goes up to the lofty height of starwar programme., Ronald
Reagan, the most popular President in the history of United States
took upon himself to see his couhtry to a great powerful state from
where it could dictate terms upon the rest of humanity. Though the
gquantity and quality differ vastly among U.S.A. @hd U.S.S.R., the
two super-powers, in terms of their nuclear arsennal, it is an esta-

blished fact that none can deter the other from perpetrating a
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retaliatory second strike in case one chooses to use the nuclear
option eventually. So the cowboy here Reagan planned an imagina-
tive war state where his country would scale up to the techno-
logical level of legendary star-war concept. If successful, the
programme would hopefully attain a power for the United States

where it can pre-empt a retaliatory second strike.

Now what is the ultimate meaning of all these ? It is
simply a matter of market control. A more powerful United States
will have under her control a larger section of the humanity,

a greater area of land mass, a higher amount of incocme and hence
a larger market for her products. The whole thing boils down to
economic power and prowess. That the two super powers are so con-
cerned about one another's burgeoning powers is nothing but their

fear of losing one's market share in the world trade to the other.

This basically economic confrontation has led to serious
political problems leading to the emergence of a neutral group by
the name and style of Non-Aligned Movement. This group again has
its base in its requirement of an economic co-operation. The South-
South Co-operation is thus an economic survival programme. That
their efforts necessitate approval in the highest level i.e. heads
of the state summit only underscore its magnitude and seriousness.

That the so-called socialism is nothing more than a group
name for the soviei .power block and that they are simply an econo-

mic group is brightly illustrated by the Ethiopean example.
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This African country hit the international headlines as wellas the
conscience of a many world ecelebrities in early eighties following
a BBC news doverage on the famine striken country. It required a
Bob Geldoff to launch hectic public programmes in order to collect
donations for the Ethiopean hungry millions. An underdeveloped
country like India and even one @f its backward regions, Assam =
the representative unit of our study, also donated according to
their might. But the big brother of the socialist power block, the
Soviet Russia had before this helped this country only to celebrate

a ten year anniversary of socialism. It was only after the BBE

focussed on the hunger, after the people from the other power block
started pouring donations that Cremlin woke up to the problem, That
the international political ideologies are only works to be mouthed

and without conviction was nakedly illustrated by this incident.

How political factore can play havoc with a country's economy
can best be illustrated by the case of South African frontline
states. The latter, which face the wrath of the apartheid regime of
South Africa, suffer severe consequences in their domestic polity
and economy. They are intimidated into remaining subservient to
South Africa who lord over them, having the passage of trade for
them and also being equipped with enormous military prowess. Things
are in such conditions that even a prominent state like Zimbabwe,
which happens to be a leader of Non-&ligned Movement, has had to
receive air-protection from Indian forces for her narrow strip of

land that gives her sea-ascess.
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and of course, if we widen the term of reference by deleting
the condition of land-locked, we cannot have a better example than
Japan to show how political leadership can help to get ever defic-
jencies in natural resources and set an economy onto the path of
industrialization. Emperor Meiji was such a statesman who has had
no equal se far on this earth. when he had climbed into the throne,
Japan was in a dilapidated and anarchic condition. He set the poli-
tical comditions right and stable. He utilized the community base
for the aim of econemic reform;the feudal set-up was re=crganized
and converted into an economic system from its earlier military
essence, The surplus generated from agriculture,which had been
appropriated by the royalty earlier now began to contribute inte
industrial capital. Primary accumulation by international trading,
infant protection for home-industries etc. were his prime concernj;

and they paid off in the long run.

and Japan has now entered the international economic-politi-
cal decision makers®' group. The emergence of Japan in the econemic
scene in a grand manner has preceded its political power build upe.
In electronics and automobile industry Japan has worked wonderse.
Sheer design and cost-economics have enabled her to make a serious
onslaught on the world market. It took on the well-entrenched produ=-
cers in such a way that it surpaased all of them; when a desperate
United States imposed a 100% plus tariff on the Japanese super cen-—
ductors, the country of the rising Sun rose to the occasion and

innovated new process to cut cest by almost half. These flourishing
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trade and industry income have enriched the state coffer of Japan.

The country now holds the pride of place in international Monetary
Fund, world Bank and Asian Development B
the world are now all Japanese. Of late the

ank etc. The top ten largest

commercial banks of

Japanese are purchasing real estates in the U.S.A.

Thus in a situation where the economic power of this small

island country is only ascending, it is little wocnder that her

Gurrency Yen is appreciating against the major currencies of the

world. Her main rival in the international trade - United states has

been in the receiving end in this process. The American dollar is

falling in value. In January, 1988 it touched an all-time low value

Eventually the downslide could be checked

of 120 Yen per dollar.
in bulk.

only by intervention of Japanese Banks who pmrchased-dollars

This meteoric rise of this small island country in the inter-

national economic scene may be ascribed to a farsighted plan by her
former ruler Meiji who changed the whole political set-up from feddal
lethargy, to a vigorous economic activity regime. He cenverted the
l1anded classes as well as the parasitic warrior classes to different
economic producer-marketer groups. The present succeés story of

Japan goes back to these plans. But for Meiji's firm political leader-

ship Japan would have remained in the feudal slumber that most other

Asian countries are still in. The legendary ruler that Meiji was,
drove out the foreign traders from his soil and brought the shipping

and international trading into indigenous hands. It was a leeway for
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the eccnomy, a scope for primary accumulation of capital. This in-
valuable source of capital generation still remains outside Jdomestic

control in most third world countries. A nearby example would be

Bangladesh which hardly has a shipping facility of her own. This is
all the more unfortunate for this country as the entire trading

of hersis dome through sea route which means an enormous and regular

outgo of precious foreign exchange.

But the story did not end there. A primary capital accumulation
does not solve the problem, nor it ensures against going in ° for
speculative trade remaining <hy of industrial insecurity. In Japan it
was not to be. The merchant capital had to eventually find its way
into industry. This is an achievement by itself and can be expected
only in dictatorial or enlightened leadership. Either way Japan had
this. And if any proof was required of it, the sedond world war was
the proof. It required an atom bomb to cool the Japanese heels. But
the consequent volte face of the Japanese in their antagonistic atti-
tude to the Americans surprised the humanity, United States, the
country instrumental in subjugating Japan in Nagasaki and Hiroshima
received military base and even an weapon test facility in a Japanese
island in the Bighties. But is was only to be expected of a clever
Japanese politics. They realized that there was no permanent enmtty'
but only permanent interest. They saw futility in maintaining an anta-=
gonism vis-a-vis the United States. They prefered to become a military
satellite country for the United sStates in return for access into the

american market. And the result is there fe see for every one. To-day
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Japan has crossed United States in terms of economic strength.
In Asian Development Bank, Japan's share of contribution is far
higher than United States® which has fetched Japan the honour of
permanent presidency of the bank, But the last word on Japan has
not been said yet. We know that it is only a logical transition
from economic to military power either. Japan has already earned
the distinction of being the third largest military spender, be-
hind only the two super powers with an actual expense of $45
billion in fiscal 1988.1 So in no time Japan would snatch away

what she has given United States thus far. Thus Japan may be on

her way to super powerdome

All this go to prove how a political leadership can be of
vital importance to a country's economic prosperity. Japan is the
star example of a resource less country succeeéding in economic
growth. The Japan story supports our hypothesis. In this context
one can also allude to the case of Switzerland; this country also
is deficient in natural resources, but that has not restrained it

from becoming one of the richest countries in the world.

Coming down to a still lesser dimension unit i.e., lesser
than a country, we see an illustration of the problem of lack of
political leadership in our backward stgte of Assam. According
to an eXpert, the state has a Ieserve of more than 6 bikiion tonnes

of o0il ané oil cquivaleny natural Jdase. Of this 5 billion tonnes

1Business world, Match 15-28, 1989,
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.still remain to be discovered. The North-East as a whole has a

total of 10 billion tonnes of oil and oil eguivalent gas that
still remain undiscovered. All this hadé made an eXpert to decl-

: . o ot
are that "North-East India is floating on ad.1%

But this land which floats on o0il doesnct boast of a si-
ngle big size refinery, nor a petro-chemical complex worth the
name. The Barauni oil refinery, a large~ size unit for those days
was established in another state on the basis of crude oil supply
from Assam. The latter was consoled with a toy refinery at
Guwahati when the following generations took up the cudgel to
expose this gross injustice. The students boycotted classes and
went to the streets some yeatrs later to get still another small
size refinery at Bongaigaon. Thus both these refineries have been
established only to pacify the public demand and as a means of
consolation. Before the advent of a regional party in mid eight-
ies there was no political deive on the part of Assam legista-
tors to take up the economic cause of the state. The rank and
file of the ruling party have all along remained busy in group
politics. Another important factor of their lack of interest in
economic issues was the lack of thelr interest in middle-class
proponents of regional development. Unlike in other states and

regions, Assam politicians almost by passed the urban bourgeoi-

sie in the matter of electioneering for votes.

?Dr. R.C.Fuloria, an expert of 0il India Limited so said in a paper

presented at an oil conference organised by 'Urja' in New Delhi
on January 11, 1988. (News item of Assam Tribune,Guwahati,

Janugry 4, 1988)
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Immigrants from Nepal and erstwhile East Pakistan who were
settleq in the riverine areas of Assam,gonstituted the vote bank
for the ruling party in the state of Assam. Both the groups were
illiterate people who voted en=bloc for the ruling party out of
SevVeral considerations - gratitude for their benefactor, insecu-
ity in an alien socio-cultural miliu, feudal system of dictat-
ing voting pattern etc. Anyway this vote security enabled the
ruling party to ignore the employment problem of urban middle
class. So the cause of industrialization ..did not need to be pur-
sued., The politicians did not have to learn hew to clamour for

industrial licenee, quota etc. almost a pagt of duty of their

connterparts from other states.

This thesis of ours find furhher justification in the
changed political atmosphere in the state. The regional party
government that captured power in mid-eighties has depended on
the Assamese middle class for its ascent to power, This has made
them sensitive to the aspirations of this class. Unemployment be-
ing the foremost problem of this class, the government has had to
plead the case of industrialization in the state as a possible
source of employment. They know that the agricultural sector can-
not offer requisite employment avenue in the present scheme of
the things. The population density in Assam is abnormally high at

3
254 per sqg. km. compared to an all India figure of 216 in 1981.

3Basic statistics of North Eastern Region, 1987, p.8
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If the thinly populated hill areas are excluded, it would be
higher still. A peasant economy with this high ratio and espeti-
ally with a topegraphy full of hills and rivers clearly illust-
rates the state of over-saturation in agricultural sector. Among
the agricultural workdrs, as high as 68% were found surplus in
Assam in 1976 against an all-India average of 63%.4 This preclu-

des any hope of satisfying the middle class job aspiration in

this sector. Because even if the state went in for a massive
A drive for capitalistic farming, supposing she could somehow bring

about the requisite institutional change as well as make available

the financial and ether inputs necessary, it could at the most go
mway with the disguised unemployment in the agricultural sector;
it could not be expected to make a dent on the general énémpley_

S e S

ment problem. And that is why the new regime has had to put

L stress on industrialization in their own political interest, Their
emphasis on industries is seen in the new industrial policy they

i effected in 1986. This new policy for the first time went the

[ whole hog to support the industrial entrepreneurs. It offerg 50%
power subsidy, 25% land subsidy and even 50% drawal of power gyp.
sidy to the SSI units. It is also conspieuous that only thijg
policy offers the long due relief on Assam Finance Tax, whicp is
brought down from an erstwhile 12% to 4% to be at par with 4

i central sales tax. This level of taxation being in vogue in other

4Lal. D., Supply price and surplus labour, Some Indian Evj

: 4a
| in World Development, 1976, Vol. 4. Nos. 10/11, Lenden, ence,
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neighbouring states including West Bengal for a long time, the
middle class entrepreneur traders and industrialists had been
facing acute competition in marketing of their products. It was
only the new government that saw to it that this handicap was

removed,

Such examples substantiate our thesis that the attempt for
industrialization has found political patronage only recently in
Assam. The earlier lack of patronage coincided with a continued
industrial backwardness. The present political patronage, to be
fruitful in terms of actual industrialization, should be followed
up by increased capacity generation or at least higher capacity
sanction in general, or higher capacity sanction in some import-

ant industries., In this respect we consider some relevant data

Al

below.,

Since the regional party government came into power in
1985 10,545 small industries were set up upto the end of 1987.
Number of tiny industries established were 8,532, The government
identified 69,545 entrepreneurs and prepared 17,104 project
reports.s The Assam Finance forporation sanctioned a record total
Rse 7053 crore loans in 1986-87 which was almost double the previ-

ous high of ks. 4.07 crore in 1981-82.6

SAssam Tribune, February 1, 1988

6Assam Tribune, March 22, 1988.
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Tn the six years since 1981, +he total letters of intent
and industrial icenses granted to Assam by the central govern-
ment constituted only 0.,92% and 1,16% - respectively of all India
figure, The state accounts for only 2.1% of the total central
investment.7 This is certainly a discredit of the earlier regimes
of Assam. It can be noted that even in 1982 i.e. 35 years after
independence, there were only 50 large and medium industries in
ASsam. Of these only 14 were owned by state and central govern-
ments. The rest 36 were either in private or co=operative sector.8
However the pace of industrialization picked up a little in the
decade of eighties. Because in 1985-86 there were 94 large and
medium industries in Assam.9 All these point to the near absence

of any drive for industrialization t1l] eighties.

From these statistics it is abundently clear that the for-
mer regime had not done much towards development of the state
economy as has been done by the new regime in a short span of
time. Also the central government has not been faitr to this state
in giving license etc, This proves the hypothesis that only poli-
tical leadership can redeem the fate of an economy. As has been
reflected in the data pertaining to number of project repotks
as well as industrial registrations, the previously shy entre-

preneues have now launched on a fast track. But Assam had always

7
Task Force on Ecencomic Development of Assam, Guwahati, 1988
anirecterage_of Industries, Assam, - = e

9 ,
Ecenomic Development ef Assam, P.C.Goswami, 1988, p.194
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boasted of natural resources like mineral oil and natural gas,

limestone,

clay,

iron ore,

fullers earth, feldspar, base metal

and coal etc. Even then there was almost no industry in Assgm.

Natural Resources

Table 4.1
and their uses in Assam

Possible Uses Uses made sS©

Sl. Natural Estimated
No. Resource Reserve in far and pProduc-
AsSsam. tion.
1. Coal 266,262 Steel Industry in Steel Industry
million coke production outside Assam
oo Raw material in ferti-
lizer preduction
Portland cement Total preoduction
Briquette preduct- was only 9,22
ion. lakh tonnes
Fuel in Thermal Elec- (1987)
tricity production. 10
Metallurgical coke,
sedium carbomate,Drugs,
Dyes, Perfumes, Carbolic
Acid etc.
Battery Carbon.
20 Crude 6 billien Refinery gas petroleum 49,69 lakh tonnes
0il tonnes.But Naptha er straight run (1987) proeductien
conservat- Gaseline Petroleim of petrol, HSD,
ive esti- cocke, Fertilizer, Meth- Kerosene,Carben
mate is yle AXcohol, Formal- wax, Naptha etc.
only of Dehyde, Carbon in the refineries
92,07 mil= Black, Aromatic Hydro including one at
lion to- Carbon, Synthetic Barauni. Oon the
" onnes Resin and Plastic, basis of DMT pro-
(Indian synthetic Fibres, duced in Bengai-
Mineral synthetic Rubber, gaon Refinery sys=-=
Year Book  Hydrogen Cyanide,Car- thetic fibre,
(1982)01L, bon Di-Su}phide,Chlor- polyester fila =
places it omethane, Meno-de-and ment etc. have been
at 1 bill- triethanal amines, coming up.
tonnes, Phenol, lexamine,Nitr-
(see ic Acid and allied chemi-

chapter 1x) ©21S,

Hydrogen, Acetylene,

TﬁThoth the Assam Coal is of inferior quality, introduction of
fluid bed combustion technigue in the thermal power station may

make it acceptable.
Economic Times, '

March 26,

(study by M.N.Dastur & Co. Ltd.,quoted in

1989) .
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B .

sl. Natural

No. Resource

Estimated Feasible Uses

Reserve
in ASsam.

B

Uses made so far
and Production.

e e e,

3. Natural
Gas

4, Lime

Stone

5. Iron

Ore

6. Fire

clay

7. Kaoline

8, Fuller's

Earth

9, Feldspar

23 billion

cubic
metres

1054 mill-
ion tonnes

17.6 mill-

ion tonnes.

2.1 milli-
on tonnes

0.58 mill-
ion tonnes

17 million
tonnes,

0,02 mill=-
ion tonnes.

Same as in

“crude oil

Cement, Lime Burn-
ing, Sugar, Paper
(These two after
beneficiation),
Glass,Ceramic Rub-
ber, Paints,ExXxplo-
sives, Rock wool
mandfacturing.

Tron

Reftractory Porce-
lain Insulator,
Filter and Pigment
in paper, Paint,
Rubber, Pesticide,
Tiles, etc.

Paper, Ceramic,
Porcelain.

2.215 billion cubic
metres is produced
per annum. But of
this 800 m.c.m.is
flared away. The rest
is used by tea gar-
dens :and Namrup
Thermal Power Stati-
on as fuel, in pro-
duction of LPG, con-
densate, Methanol,
Urea, Formaldyhyde etc,

2,10 lakh tonnes (1987)
Bokajan Cement Plant
uses Kaliajan Lime-
stone.

Nil

Nil

Nil
Nil

Nil

Sources : Geoclogical Survey of India; Geology Deptt. of Govt of

Assam Surveys;The Economy of Assam, P.K,Dhar, 1987;
Report of Task Force on Economic Development of Assam,
1988; Data Bank' 89, Economic Times, Caltutta.
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From the enormity of natural resource quantity that per-

tain to the state of Assam and the negligible exploitations of
it, we can see how the presence of these pesources has not nece-

d to an all-round development. This also supports our

ssarily le
urce by itself would

hypothesis that the presence of natural reso

not do and that the more important thing is the political leader-

ship in these issues. The most glaring instance of lack of politi-

cal drive to cash in on the natural resources is the régular flari-
g of natural gas. The daily flared gas quantity is worth ps, 10

1akhs.11 i.e. RS, 36,5 crores p®E annum.

But more serious than the monetary value of the wasted gas
is the fact that at the present rate of flaring up, the natural

gas reserve will be exhausted in 10 years. That better Bhows the
worth of 'the flared gas.

In a past period, how an important industry of Assam viz.
textile suffered for lack of political support from the British
after having flourished and prospered under the Ahom regime and

before is narrated elaborately in a seperate chapter on Textile

Industry in Assam., That Chapter ludidly proves the importance of

political factor.l?

11Report of the Task Force on Econcmic Development of Assam, 1988

12See ChapterXII of thés thesis "Scope of Textile Industry in
Assam" .
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Coming to micro level, how the political leverage influ-

ences the destiny and performance of an economic unit is well

illustrated by the James Finlay and Company Ltd.

This scottish Company took advantgge of the B tish imper-

jalism to ext@nd its operations of India way back in 1870. The

company had been doing good business in cotton manufacturing and

trading in the flourishing capitalist market of North West Europe.
indeed in the 1870's they were making an annual profit of over

#150,000.13 However in the wake of decline in Cotton trade in the

1880's they had to shift to other aregs. In their new Indian ven-

ture, they had entered the familier grounds of cotton textile

alongwith 3ome insurance agency and export import trades. Next

they expanded the agency of insurance and ship and took up manage-
ment of tea plantations. Oveg time they took several tea companies
for management so as to control as much as 30% of total production

of 10 largest tea companies in 1922, They maintained it during the

interwar and post war period too. IR 1938 also their production
share was 31%. Their share in tea trading profit in 1922 and 1938

were respectively 31% and 36% of all the 10 largest tea groupS.l4

13
Merchgnt Capital and the End of Empire : James Finlay,Merchant
advenmturer, by Roger Jaffery, Economic and Political Weekl¥,

February 13, 1982, p. 241.

14Ibid., Pe. 242

e
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Now this meteoric rise of theirs in the Indian economy must

be ascribed to their imperial connections. The tea companies were

given land on preferential terms whereby they came to occupy a

very large part of the total land area of the country. IR south
India the Kanan Deven Hills produce Co. owned an area equivalent
to a small district. The area was nearly 30,000 acres. These com-
panies kept much more land than required for plantation. AS these
lands were poorly drained or otherwise left as unciltivated fall-
ow land, there was mot much difficulty in annexing them. In 1920°'s
the total land the tea companies kept under their occupation was
three times more than the amount of land they actually eultivated
in.15 These extra land were used for housing the labourers; the
latter cultivated these lands to supplement their meagre income
in the job. Thus the extra land helps the plantation owners in
keeping the wages low. Though in those times the land was not so
scaree a commodity. Over time it became one. Thus the confering
of property right on land to the tea companies, which have well

survived and rather flourished in modern times, has deprived the

local people of their historic right over the land.

All this speak about the exploitation by the imperial traders
of their priviledged position to snatch away the legitimate right
of the natives., The latter were coerced into a below subsistence
level of living by measures taken in connivance with the adminis-

tration. As shown above, the planters were granted land areas far

a:SIbid-r Pe 243
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ing requirement, which were used by the planta-

abdve the cropp
meagre income. Thus the admini-

tion labourers to supplement their
stration helped the tea planters in their exploitative policiese.

Though it took a long time even after independence for the
Indian Government to restrict operations of foreign comapmhies,
the latter started getting distmrbed with the advent of nation-
alism from the inter-war period itself. Many big European mana-
ging agencies started disinvesting. There were higher and higher
holdings by the Indian now in these agent#ies. The tea companies
began to move out to East Africa. By 1934 ‘'african Highlands

Produce, ' a company of the Fin}ay group, controlled about 40%

of Kenya's tea cropping area. & However some of them existed and

flourished in Indian seene also as the foreign Exchange Regulation
Act of 1973 restricting the operations of foreign companies, was
still a long time to come. When it came, many companies prefered

to disinvest fully rather than remain with the stipulated below

40% holding. In this context it is noteworthy that the influence

of the foreign tea companies was still wery big enabling them to

raise the ceiling to 70% specially for them.l7 However they pre-=

fered to call it a day in order to shift over to some new areas
having good further prospects. The Finlay group in 1976 sold all

their tea interests in Assam to a new company Tata Finlay where

16:pid., p.246

173pid., p.247
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they now held 20% share only.

Now this continued existence well after independence and
a phased transfer to Indian capitalists has helped the planta=
tions maintain their age-o0ld structure. They all continue to
have mode of production befitting a mediavel period. The 1a
bourers continue to live in an exXploited condition, there
being no scope for upward mobility in social or economicC
spheres. Thus the imperial legacy has had its bearing on the
present day economy. The plantation owners, assured of a high
profit rate did not find incentive to go in for other areaSe.
Thias the industrial growth in the tea growing areas continue
to draw a blank. It is noteworthy that the erstwhile hinter-
lands only were chosen for tea plantations., Though communica-
tion facilities were established, they were just sufficient
to maintain the plantation interests. The regions continued tO
languish under backwardness. And this situation still prevalile
The profits from the tea gardens are not locally ploughed backs

but diverted to developed areas like Bombay (in case of Tata

Co., etc.) Balcutta (in case of Assam Frontier Co.etc.,) and

SO Olle

As an illustration of this exXploitation, in Kerala, the
employment in tea estates declined in the period between 1950
and 1978. But this period saw an increase in crop area as well
as in productions. While land productivity rose by 120% over

labour productivity rose by 175%, which explains

the period,
labour saving. However there has been no proportionate rise



73

in their wages in conformity with the productiviéty rise. while
money wage rose a little, real wage fell in the period. (Size
of the tea estates in the South being smaller, labour input per
hectre has remained stagnant in 1970's showing that there is
no further scope of rise in labour productivity, that the la-
bour is already working in fullest capacity, that further impro=-
vement must be on land)., We alsc see that whereas a labourer
earned an average Rs,3,000/= per annum (excluding fringe bene-
fits), according to an RBI study, the tea estate employees
earning more than Rs, 3,000/~ per month received an average

62,962/~ per annum in 1977-78, This disparity and exploi=

tation is simply hard to believe].'8

That the planters consider the estates only as a source
of extracting the largest possible profit without any care
for investment in impreovements is shown by their dgvidend
policy. Tea plantations (including a major tea company £rom
Kerala) top the 20 industrial groups in dividend=net profit
ratio. In 1980-81 it was 52%. In 1981=82, in spite of a 76%
fall in net profits, the ratio rose to 163%}9 Thus they were
drawing on reserves., It is really surprising how after that,
the planteirs gather courage enough to seek higher and higher
incentives, Though the labour force of the tea industry is
of a huge size, they too cannot take up the cudgel against
the management as they are mostly illiterate and devoid of

any imaginative leadership.

18 Tharian George K, Quick Profits over Larger Production,
EPW, March 24, 1984, p.495

L2 Business standardp March 18, 1983
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So we accept the hypothesis that industrialization of a

backward economy is not dependent solely on natural resources,

but mainly on political leadership.
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4,3 Hypothesis B

Infra=structure is a basie necessity for growth of indus-
| tries. Infra-structure means the basis amentties required by
the industries or for that matter any modern institution. For
instance no organization or institution can do without proper
transport facility, adequate communication facility etc. The
modern day mechanisms all depend on a high degree of division
of labour., That means wide dispersal of different inter-rela-
ted industries or intra=-industry operations. So without ade-
quate communication facility the production process cannot go

on. Therefore such facilities are pre-requisites for industrial

development.

A most important requirement of the industries is power,
without power no wheel can rotate which is the very symbol of
jndustrial revolution. So to give momentum to the very base of
the industry power is an imperative., If there is no power only
tiny home based units manufacturing handicraft items can be run,
but not a single modern industry. So power which is a basic infra-
structural element has to be pre-available before setting on the

path of industrialization,

However there is an exception to this. There are some agro-=
based industries which can do without or with little power.
Because these industries are mostly labour intensive. There is
no complex operation through machinery involved here., One such

instance 1is sericulture. The silk production industry is am
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‘agro-based industry which is done entirely by labour. No wonder

the silk industry flourished in Assam in the ancient times,
During British era, silk earned the distinction of being the

.- Tt 1is a traism to say that the infra-stru-

top export item,
cture was grossly insufficient in those days compared to now

when the state and also the country are having to import silk
from China. Improvement in infra-structure has not helped in im-
provement of this industry. Or in other words the industry was
earlier doing well even in poor infra-structéral conditions.'
Such instances seem to negate the contention that infra-structu-
ure is a pre-requisite for industrial development. But then those
industries are rather designated as handicrafts due to their mode
of production, so their conditions do not make for the general

industrial norms. Therefore we can discount their negation of

the importance of infra-structure for industrialization.

The Assam State Electricity Board(ASEB) has an installed
capacity of generating 484.4 MW of electricity as en March 1987.
However the actual generation is around 220 MW. This is less
than the demand of 340 MW during the peak period which is bet-
ween 5 p.m. to 10 p.m. in a day. This deficit is made up by
import from Meghalaya and Loktak in Manipur. But during the of £
peak-period the demand is less than the generation. It is note=
worthy that the industries are generally run in day shift which

is therefore, during off peak peried. So there is still scope

205ee Chapter on Textile.
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for more industrial connections from the state power grid. No
wonder the plant load factor (PLF) of ASEB was as low as 29.6%

in 1984-—85.21 However it would not be possible to raise power
production by ASEB as things stand now. Because almost the entire
power produced is thermal power, thus necessitating more fuel,

to be imported from outside the state, if the power production
is to be increased. ASEB has incarred an accumulated loss of

Rse 935 crores till March 1989.22 So for any rise in the power

eutput £t will have to resort to cheap hydal power.

This means that with a little bit of panning and ration-
alization of power distribution the production and PLF can be
raised., But for that the demand has to increase in off peak-
period. That demand is deficient in off-peak peried which is the
normal industrial hour shows that industries have not exploited
the available power in Assam, Because the peak demand of elect-
ricity starts only from 5 P.M. i.e. in the evening. But the
work-hour of the industries is 8 A.M. to 4 pP.M.,, which is out-
side the peak period. This domolishes the common belief that
industries have not come up here for lack of power. However we
cannot yet conclude that this proves the insignificance of

power availability asr a factor in industrialization. Because

21Assam Tribune, 20.3.1988; Report of Task Force in EconomicC
Development of Assam, Guwahati, 1988,

22Repor't: of the Committee on clmuse seven of Assam Accord, Plan-
ning Commission, Govt. of Indla,
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though therecis surplus power available in off peak period the

tendency of ASED officials is to dissuade or at least procras-

tinate new applicants for power connections; they might be appre-
hensive that the peak demand for recower will rise with new connec-
tions. A programme of new industrial connection on the condition
of tight power rationing in peak hours have never been tried. So
the new entrepreneurs are not getting connections. Therefore the

potential power surplus in off peak period has been non-existent

for them.

The industries havs otherwise also suffered due to nature
of functioning by ASE2. The per unit cost of production ef ASER
as on March 1987 is Rs, 2.12 which is perhaps the highest in the
country. Lew PLF and excess manpower have contributed to it,
Employees per MW generated is 71 in ASEB against all India aver-
age of 27, The transmission system also is too old; frequent dis-
ruption cccurs in it. This is another reason of power less. All
these conditions have to be improved.23 The infra-structurel
backwardness of Assam is proved by the fact that the installeaq
power capacity per 1000 population was enly 17.5 KW in Assam
against gll-Tndia 57.3 KW in 1984—85.24 According to an estimate,
total installed capacity in Assam as on March 1987, is 507.67 Mw,
Of this as much as 482.4 MW is thermal power. Only 2 MW is hydel

power and 23,27 MW is diesal-based. This is

3
* Report of the Task Force cn Eccnomic Development of Assam
Guwahati, 1988. ’

24Report of the committee on clause seven 0f Assam Accord, P1an
ning Commission, Govt. of India. i
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very odd as Assam abounds in hydal power potentisle. Also the

thermal power is costlier than hydal. There is a strong case

for ammending this situation and increase hydal power.'5 It ls
also notable that private power generation capacity with diesel

power generating sets has reached as much as 23,27 MW. The rest

484,4 MW capacity belongs to A.S.E.B.

Another important infrastructural facility is the Railways.
The North-East Frontier Railway established in 1958 looks after
the Railway network in the state. Though the railway history of
the state is more than a century old, it is yet very under-
develo_ped.26 Though this railway serves as many as nine states
(assam, Arunachal Pradesh, Bihar, West Bengal, Manipur, Nagaland,
Mizoram, Meghalaya and Tripura), it accounts for enly 6.3% of
the country's total route kilometre. There is only a single track
coming to Assam and North-East and that too used to be a meter-
gauge line till very recently. Naturally political bandhs and
floods etc. can easily disrupt the entire network very easily.

The political troubles due to Bodo agitation have halted entire

railwgy traffic for a quarter of a total time. Disruption cau-

sed by floods even exceeds that on some segments.27

25
Basic Statistics of North Eastern Region, 1987, p.82

26
In 1881 a private tea company 'Assam Railway & Trading Co.'
had laid a 65 Km long meter gauge rail line for transporting
tea. The story of N.F. Railway, Assam Tribune, April 15,1989.

27:pid.,

== i
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Next, coming te road links we see a similar picture. As on
31l=t March 1983 Assam had 32,466 kms which is 2.09% of all India
road length of 15,54,204 ¥ms. This is a bit less than Assam's
share of area and population in the country, which are respect-
ively 2.39% and 2.91%. Though almost matching in gusntitative
terms, qualitatively the owads of Assam remain mestly under-
developed, Because, the percentage of surfaced road to total road
length was 24.41% in Assam against all Tndia 47.04%.22 Tt is not
necessary to emphasize that surfaced road is a must for proper
vehicular transport. Cerriage of raw material and finished products
to ard from the industrial plants cannot he denc by unsuffaced road.
Thus road links has been an imredinc factor for the cause of .
industriagliuzation in Assam.

It can be noted that transport and cemmunication is bagi-
cglly a central government activity. The railways trunlk roads,
etc. are all looked after and maintained by the central government.
As seen in our above discussion, Assam has been treated very kadly
in this sector. It is not possible for her to correct this neglect
by the centre by investing in these areas on her own. Recause she

cannot expect tc mobilize the requisite resources.

The government of Assam has not been able to invest suffi-

cient fund on transport and communication. Phe total ocutlay in

the

28Basic Road Statistics of India 1982-83, Transport Research

Division, Ministry ef Shipping & Transport,
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“&hree consecutive years were as follows:29
1985=86 - Rse 39.29 crores
1986=87 ——— Rse 42,87 crores
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Though there is a rising trend in these outlays, the amount are
very small, so the state has not been able to develop the trans-

port and communication properly.

From the above analysis it is abundantly clear that infra-
structurael facilities have remained under-developed in Assam. SO
the industrial entgepreneurs have been constrained by lack of

congenial atmosphere for industrialization. But a similar back-

ward state Orissa is doing well in terms of industrial development.
Because there the public sector organisation IDCO is seriously
looking after the infrastructural development. So "fndustrial
infra-structure by and large is a pre-condition for industrial
growth."30 However it should be noted here that we have dis-
cussed only physical infra-structure here. The financial infra-

structure is discussed in the chapter 'CapitaI’Labour and Market

for Industries.’

29Annual Financial Statement 1986=87, Govt.of Assam.

301ndustria1 Development in a backward region, s.C.Patnaik, 1988,
De 138,
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Industrial development in India during the early part of
this century was very low . That too was ascribed to the inade-
quate infra-structural facilities which was deemed a pre-requi-
site, "The supply constraints which inhibited a higher rate of
industrial growth in India could not have been broken except by
massive social everhead investment ..... if ne scepe ceould be

found for the full application of the available resources, it was

1]
because the infra-structure was lacking. i

So we accept the hypothesis that infrastructural facili -

ties must precede expansion of industrialization in backward

regions.

31, qustrialization in India, R.K.Ray, 1979, p.343
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4.4 ggpothesis &

In the exuberance of setting on the path of industrializa.
tion, the newly industrializating nations or economies often teng
to overlook an important issue. That is the employment angle,

The employment issue has close political implications, p
socialist or domocratic country, which profess to look after the
welfare of the citizens as the supreme objective, would go in for
more labour intensive projects. So their industries would have
high employment. Sometimes they choose capital intensive Projects,
But gradually the employment in these ventures add on to convert
them to labour intensive ones. These happen through addition @¢f
work staff in administrative wings. It has happened in Indian
Railway. This organization when started initially had a good tech.
nolegical level to begin with. Of course the engines Indian Rajij-
way opted for was first generation ones when the western countrieg
had gone for the second gemeration ones. But considering that was
more than a century age that should not have left any serious
effact on the capital-labour ratioc. But presently the Indian Rail-

way boasts of being one of the higgest employer compamy in thewvond

In pAssam, Assam.state_Eléctricity'ﬂoard (ASEB) has earned a very

dubious distinction. Its employment is totaly disPr°P0rtienate
to its production level. As mentioned earlier, employee per My 5

power generated is as high as 71 against an all India average of

27 which itself is a high one.32 Such a high employment ratio

32Repart of the Task Force on Economic Dewelopment of assg

Guwahati., 1988.. am,
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|
| cannot be defended on any ground., It must have taken place through
b

political decision to add on to the employment strength.

g The €oal India Ltd,, (CIL) faces the unenviable situation

1 of an enormous labour force. It is trying now to decrease the

1| workforcd by offering attractive retirement package. In view of
enormous expenses on labour it is beyond the company's-capacity
to invest in latest modern machinery like longwall machinery
which are used in underground mining., It has been calculated
that out of a total of 7,00,000 strong workforce of CIL, as

33
many as 50,000 are redundant,

Contrary to the prevalence of labour-intensive technolo-
gie$ in developing countries like India, the western developed
countries have introduced sophisticated capital intensive teche
nology in their industries. A high degree of automation is a
common feature among industries in developed countries. There-
fore these industries can abserb very few persons. So unemploy=
ment is rising in these countries., This has compelled countries
like United States of Ameriéa to give regular unemplovment bonus
to the idle citizens. Increasing social crimes in these coun-
tries can also be attributed, to some exXtent, to this unemploy-
ment problem.

Now what are the impact of low employment on macro econemic

level? The labourers as a classé constitutes a major part of the

33 The company has launched a golden handshake

scheme to retire these employees, The targef for 1989-90
is 5,000, Economic Times, August 23, 1989,
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poepulation. So they account for a very considerable part of the
national income. As the industriel labourers are basically urban
dwellers they have a high propensity to consume industrial con-
sumer goods.It is said, "Labourers spend what they earn, capital-
lists earn what they Spend."34 So, the labourers as a class gives
rise to higher demand for industrial products. Seo, for industries
to: gather strength, there have to be a local labourer class in the
eéonomy. Therefore the industries in an area has to employ local
population to the extent possible. Otherwise the industries them-
selves will suffer from demand problems and their existence itself
will be at stake. The industries from developing countries cannot
also expect to rely solely on export market like their counterparts
in developed countries. Because the former lack the requisite compe-
titiveness for their products which are generally of higher costs

and lower quality than the goods produced by sophisticated indust-

ries of developed countries.

Of course this is not to say that the industries will have
to employ larger and larger number of people as labouref.Because
viability of the industry is the first consideration, But it would
not be prudent for the industry to go in for full automation. A
backward economy with its surplus labour force has comparative
advantege in labour intensive products, Se any industry in a
backward econcmy should first explere the possibility of establi-

shing labour intensive ventures.

4 . .
& passinetti, Luigi L,, Growth and Income Distribution : Essays

in Economic Theory, Cambridge, 1974,
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Employment of “local labourers in an industry enables the
growth of savings and consequent investment in trade and indust-
ry. An industry @an therefore contribute to the process of fur.
ther industrialization and economic development of the place, it

is located in, through linkage éffects.

7o the contrary, if employment is pre-dominantly non-local,
then their income is mostly taken out of the region. Also the
region losses the scope of deriving benefit from entrepreneurial
effort of these labours had they been local. The industrial
labourers learn new skills which help themselves and their fellow
people in venturing inte some manufacturing ventures of them-
selves. The region loses the benefit of this technical skill. How-
ever to facilitate the process of recruitment of local employees,
the major industries like tea, plywood etc. would have to shift

their head-quarters or at leart the regqmuitment work te inside

the mtate from outside as of néw,

A small scale unit in drug and pharmaceutical industry in
Guwahati, when surveyed by us informed that they have 14 employ-
ees whose wage and salary come to around Rs, 35,000 per month-.
Most of these employees are non-local as the skilled workers are
not available vet in Assam. S0 in a year more than Rs, 4 lakhs goes
out of Assam just in wages and salary of this one fnit. There are
many such industries which have yet to develop a strong technical
manpewer pool. Such industries include plastics, Electronics,

Chemicals etc., However in three industrial units surveyed in the

present study, 1t was observed that they employed non-local
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.labourers as they were prefered on grounds of loyalty, discipline

etc. Anywav, with increasing pace of incdustrialization,it can be
imagined that a fairly high ameunt is gecing ocut cof the state
throu~h these technical hands. In 1979 there were &< many as
85,455 workers in registered factories in Assam. Of these 12,345
were in government run factories and 73,110 in non-government
units.35 I+ is quite likely that a significant number of thecse
non-government factory workers are non-local. That means a huge
outgo of resources to cutside the state. lMereever, not only the
labourers, even the entrepreneurs themselves take out the surplus
generated in the industrial units, in cases when they are non-
local. Cwners of plyweed ard tea industries are such exarples. It
is note-worthy that the factory emplegyment figure is very low
compared to the total population figure of 199 lakhs. But then
small factory workers account for quite a kit of income especially
by the standard of a backward economy. The wage and galary ner
persen employed in these factories (mostly tea) was Rs. 3,000 in
1978-79, Althou-h it was exactly half of the all-India figure

Bs, 6,000 it was fairly high for Assam.aGBecause per capita state

domestic product in Assam was only fs. 1,242 in 1980-81.°"

Most of the time the local labcourers happen to be untrained,

inexperienced and unskilled. So employment of these people may

sound very risky. This apprehension of the industrial employers

35Directorate of Economics & Statistics, Assam.

36:pia.,

37Ibid.,

e}



88

has been mentioned earlier. But after systematic in-house train-
ing they can become skilled and expert. The Tata Company TISCO

had achieved the great feat of raising their labours' product-
8

ivity from 5.52 tonnes in 1918-23 to 36.32 tonnes in 1935-39.°
The glass industry of India which started with Japanese and
austrian workers could indigenise the entire work force by 1932.39
These show that a previous unskilled and illiterate group of
people can be converted into skilled and efficient labourers if sys-
tematic efforkts are made to that end. When Tatg started TISCO they

had to pioneer many activities including the labour training

facilities. In findependent India the situation is a lot more better

than in those days., There are may state run technical institutiens,

2 backward region can now start from a higher’ base and with greater

comfort.

Se we accept the hypothesis that unless industrialization

provides employment to local people, the region cannot derive

the benefit,

38 pndustrialization in India, R.K.Ray, 1979, p.226

39
!_@_‘2-: p225
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4,5 Hypothesis D

Raw material procurement is a problem factor for landlocked
regions. Assam is a typical example of this. Her condition can be
compared to that of Nepal. Nepal gets all her supplies through
indfa. She imports through the Calcutta port. The goods are allowed
to be passed through India and enter Nepal at some fixed transit
points. As per the international law a country gets this access.
However due to some political developments (which knclude Nepals
import of weapons from China) Tndo-Nepal relationship got strained
in 1989, Several transit points were closed down and exports of
essential commodities from India to Nepal were regulated. Now in
these instances India has not violated the international law becau-
se the Calcutta port is still allowed to be used and two transit
points are still open which suffice as India's responsibility to
Nepal as per international law. But pure legalistic fulfilment has
not been enough for Nepal. This proves that for a landlocked region
the international rule for passage through other country is not
enough. The seriousness of it is underscored by the fact that Nepal
is a tinw_' and backward country. So,fer a bigger and more developed
country the law would be even more inappropriate. There is a case
for more liberalization of this transit rule; however that must not
jeopardize the economic and political interest of the passage count-
ry. Given the conflict of interests of land-locked country and pass-
age country, as seen in case of Nepal and India, we would suggest
that the land-locked countries should normmally go in for such indus—

trieswhich do not much depend on outside supply of raw material.
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SO

Industries based on locally available raw material should get
highest priority. The second priority should be to those indust-
ries which can utilize raw materials of the adjacent countries
having trade relations. These countries in the interest of export
may not stop flow of these raw materials. Thirdly, a strategy can
pe formulated for establishing joint venture industries in colla-
poration with the passage country. The passage country would nor-
mally not like to see her joint ventures suffer from lack of raw

material and is therefore expected to ensure regular flow of it.

Fourthly, a regular buffer stock of the most essential raw
materials may be raised. It would give a leeway for the country
in case of any political problem with the passage country and the
ensuing traffic blockade. However, in this case due to the cest
of inventory the cost of production would go up and the country
would either have to subsidize the industry or impose tariff on

imports of substitute commodities.

Fifthly, the landlocked country can form ‘a common market
with passage country. This will open up enormous scope for her.
We have discussed details of this im a seperate chapter. But
the point is that if the passage country is friendly enough to

form common market, she would met prohikit entry in the very first

place.

In case of regions within a country, the problem is not
so seyere., But there are other problems. The traffic may be dis-

rupted by natural calamities like food, which is a regular pheno-



-mena in Assam, Floods in elsewhere along the route, like U.P.
and Bihar as happened in the mid-eighties, can also disrupt
traffic. Domestic political trouble in an adjacent state throu-
gh which the traffic comes, may @lso disrupt flow of goods.

Assam used to suffer whenever there wgs long bandh given’ by
Gorkha National Liberation Front (GNLF) in demand of autonomy

for Darjeeling region. Later on the problem shifted to inside

the state. The AASU and aaGsp sponsored long bandhs in the state
of Assam to fight their battle against immigrants. There have
been many mevements against industrial and gemeral economic back-
wardness too. All these lead to suspension of any kind of traffic
within the state. The Bodos of aAssam have been demanding a seper-
ate homeland. In persuance of their demands they also organized
road-blockades to exert economic pressure on Assam, and for that
matter on all states of North East India. Many goods containing
trucks and trains were damaged. The Lipton Company lost one truck
full of tea. Such uncertainties compelled the insurance companies
to withdraw coverage of goods transited through this route. Such
bandhs stopped inflow and outflow of goods completely for some

period of the other during any year.

Though we have talked of mamy options all of them are not

feasible.

The formation of common market is possible only in a frién-
dly atmosphere. The same holds true for setting joint ventures
of utilizing raw materials of the passage country. The cost of

building up a buffer stock of raw materials would also be



92

exorbitant. So the Hobsonds choice is to develop those industries

for which the country has own raw material.

Regarding technical personnel we have already accepted

J the hypothesis that the industry should provide employment for
local people if the local economy has to derive the benefit of
further industrialization and demand growth for industrial

products. That means the industries must ewer time develop own

pool of technical personnel even if it has to begin with out-

side technicians.

So we accept the hypothesis that the strategy for industri-
alization in a landlocked region must be based on self-reliance

with regard to raw material and technical personnel,




4,6 Hypothesis E.

We have discussed it in details in the introductory chapter
! as well as during the discussion on hypothesis B; and on the

T strength of those observations we accept the hypothesis that Assam
is a landlocked region and her economy is basically a subsistence

agriculture economy,

We have examined five hypothesis and found all of them

acceptable and true. On the basis of this we would recommend these

hypothesis as part of our suggested strategy fer industrialization

k in a landlocked, backward and subsistence agriculture economye.

|
|
¢
\




CHAPTER -V

PROGRESS AND PROBLEMS OF INDUSTRIALIZATION IN
ASSAM.

5.1 Forces determining industrialization process

When it comes to formulating strategy for industriali-

zation, there cannot be any hard and fast rules. The process of
industrialization depends on many economic and non-economic vari-
ables including social and political ones. Their interactions
Create a situation where these forces nullify or strengthen one
another. In such a backdrop a definitive policy of strengthen-

ing one particular factor at the cost of others may turn out

to be counter productive. So the policy makers have to be extra

careful in their work.

Then we have to think of the local factors. Situations gnd
conditions vary from region to region. A .uniform policy cannot
hold good for all of them. The backward regions have their own

peculiar circumstances that ‘have to be taken into account in

formulating the policy for industrialization.

Even when all these local and special forces are taken into

consideration, there is still one more dimension to be reckoned

with, That is time. Because all set of conditions and factors are
bound to change over time, Thus in brief, space and time, the

tWoe major factors in relativity physics come inte force in Econo-

mics also. We shall not delve further depp. into this topic

because that is outside our purview.
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52 Basic needs of industries

Next we would broadly categori@e different requirement
of industries under six heads - man, machine, material, money,

market and management. These six' M's constitute the main wheels

of industries and development. Three of these factors are also
discussed in the chapter on capital, labour and market in details.
In the present chapter we allude to only the general problems. We
know that man works on the material with the aid of the machine.
This process is the value addition process which is the essence
of any industry. So policies that have any bearing en industries
and industrialization must consider these three basic factors at
the same time. They have to be approached in an inter-disciplin-

ary and integral manner.
5.3 Bupply and demand constraints

A backward subsistence agriculture economy suffers from
low productivity. Due to poor resource base not much develop-
ment can take place. In the atmosphere of low level of urbani-
zation and commercialization these economies do not see much
development and very little diversification takes place. As a
consequence demand for industrial good remains low. Again due
to poor availability of agricultural products in such an econo-
my the industries suffer from lack of raw materials. Thus indus-

tries suffer from both supply and demand constraints,
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However in the context of Assam the supply constraint
does not seen to be much strong. As we have shown in the chap-
ter on agro-based industry there are scope for numerous, agro-
based industries here. The only troubles for Assam may there-
fore be in the demand front. In order to remove that impediment
the agricultural productivity and per capita income in that
shpere have to be greatly improved. In 1985-86, yield rate of
rice in Assam was only 1155 kgs per hectare against 1568 kgs.in
all-Tndia and 3199 kgs in Pubjab.1 This happens in case of sever-
al agricultural products. However there are exceptions like tea.
But the profit generated in tea is taken out of the state. Event-
ually we find that the per capita income in Assam is only Rs.569.70
against all-India Rs, 782,60 in 1984-85 at 1970-=71 prices.2 It may
not be possible to raise the per capita income and hence demand

for industrial goods within the state in the short run. So market

outside the state has to be explored.

Establishment of some big industries in the state also may
not lead to further industrialization by the spread effects. This

has been seen in Orissa, where modern manufacturing plants at

1 . ; —
Deptt. of Economics and Statistics, Ministry of Agriculture,
Govt. of India.

2
Das H.N., A new Paradigm of development; regional imbalance and
Assam, seminar paper, Guwahati, 1985,
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Rourkela, Talcher, Koraput, Hirakud etc. have not led to indus-
trialization elsewhere in the state. Instead there has been
spread effect for distant places outsfdeg the state.3 In Assam
also very little industrialization has taken place on the basis
of tea and oil industry. Bihar, one of the richest states of
India in minerals cannot boast of many big” industries. This
fact has to be kept in mind when taking up any industrialization

bid, and appropirate planning has tc be done to materialize the

spread effecte

5.4 Lack of skilled workers

Any industrialization programme calls for a huge reserve

of skilled and unskilled workers. These workers can come from

the group of under and unemployed people from agricultural sec-
tor, A subsistence agriculture economy would be having a huge
number of such people. As on 31lst December 1986, there were
7,41,851 educated unemployed in Assam in the live register of
employment exchanges, who were unskilled and without any degree.4
With proper measures these can be converted to a reserve pool of
industrial workers. So the lack of labourers should not pose as
a problem in the process of industrialization in Assam. But then

there is a catch. The sophisticated and modern industries require

3
Patnaik S.C. , Industrial development in a backward region:
dynamics of policy, N.Delhi 1988, p.61

4Statistical Hand book Assam, 1987.
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more of skilled workers. Even for other industries quite a signi-
ficant proportion of the workers required are skilled ones. Thus
skill is an imperative for a great number of industrial workers.
Now the economy which used to have a subsistence agriculture as
its mainstay or a region which is backward does not generally
hawe many skilled workers. So skill have to be imparted to the
workers, They have to be trained on newer and newer techniques

of production. However even befiére that,programmes would have to
be taken up to motivate those workers who are presently under-
employed in agticulture, in industrial work culture. Vocational
training centres, Polytechniques, engineering institutes, indust-
rial training institutes can be set up to teach industrial skills
to the local youths and workers. Course structure of these should

be as per demand for specialization in the local industries. The

supply and demand of skilled workers would then match,

Some people may argue that the industries can be run even
by workers brought from outside the state. But in such a case the
local labour force remains idle and thus they derive no benefit
in spite of jobs having been created in their own region. Alsc the
outside workferce would remit their income to their home state.

So their income would be spent in their own states. Thas the

state where the industry has been established is deprived of

the multiplier effect that would have taken place if the money

was spent there. The economy loses a potential gtowth force. So
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the domestic workforce should be trained and recruited into

industry.
55 Ancillary industries

Whenever a big industry is set upjthe ancillarization
may not take place unless due attention is paid at the plann-
ing stage itself., The Rourkela steel plant (RSP) buys annually
spare, stores, raw material and other things worth ks, 150 cro=-
res. But only goods worth Rs, 10-12 crores are bought from with-
in the state.s Thus Orissa has lost a big market t@ outside.
With proper plan ancillary industries could have been developed
within the state to supply these items. In - Assam also the tea
industry can help develop numerous ancillary industries. The 4.5
lakh workers employed in the tea gardens of Assams as daily
wage labourers need a huge guantity of clothes, umbrellas, cane
baskets, hawai chappals etc. The tea processing factories need
motors, CTC machines, flat trays, belts etc. For nourishment and
care of the tea bushes sprinkler system, pestiéides etc. are re-
guired. But out of so many things, only the CTC machines are

produced within the state. Rest all come from outside the state.

Whenever there is a serious attempt for industrialization
in an economy, same service and foot-loose industries have

necessarily to ceme up there. Because these are pre-requisites

"batnaik S.C., Op. cit., p. 64
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for the industrialization process. These are 'Printing, Carriage,
Hotel etc. As Assam is on the verge of a major industrialization

drive, these industries have seen enormous expansion in recent

times. This is seen in case of Pfinting, which has been discuss-

ed in a seperate chapter exclusively. This industry has already

faced overcapacity in the state, Rather than allow such unplanned

mushrooming growth, the requisite service industries whigh have
not yet been established can be systematically planned as ancill-

ary industries of the Farge & medium industries which are going

to be set up in the state,
5.6 Power Shortage

Power shortage is a very big and common problem for indust-
rialization. The wheels of industry cannot move without power.

Assam is constrained by the problem of scarcity of power. The
major problems in the power supply of the state occurs due to
malfunctioning of the 240 MW Bongaigaon Thermal power Station
(BTPS) which accounts for 47% of installed capacity of Assam
State Electricity Board. The BTPS used coal brought from Raniganj
in Bihar and whenever the railway movements are restricted due
to fléods, bandhs, non-availability of wagons etc. sewere short-
age of coal arises. In such times it cannot produce even 100 MW.

Actually the output of four power stations of ASEB at Namrup,

Lakwa, Chandrapur and Bongaigaon generate only 157 MW on average.

6 :
Economic Times, April 22, 1990

6
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The rest of the power required by the state is imported from
North-Eastern Electric Power Corporgtion (NEEPCO), Meghalaya
State Electricity Board (MSEB) and National Hydel Power Corpor-
ation (NHPE). As the peak demand | in Assam is 360 MW, the import

is about 200 MW which is more than the domestic production.

Table 5.1

Installed capacity and generation of power in power
Btations under ASEB as in 1989

A. EXisting

Sl.No. Power Station Installed  Actual -
Capacity igeggéggfogimes

1 Namrup Thermal Power Station 133.5 MW 60~70 MW
(NTPS)

2a Lakwa Thermal Power Station 60 MW 22=24 MW
(LTPS)

3a Chandrapur Thermal Power Station 60 MW 30 Mw
(CcTPS)

4, Bongaigaon Thermal Power Station 240 MW 120 wMw
(BTPS)

Present Total 493,5 MW 232=244 MW

B, Proposed

B Amguri Gas based pPower Project 360 MW

6s Karbi-Langpi Hydro-Electric 100 MW
Project.

Sources: (i) Assam Tribune, July 21, 1989,

(ii) Economic Times, august 10, 1989.
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As seen in table 5.1, the maximum output of power in the
state is 244 Mw. But there were instances of the production go-
ing down to as little as 94 MW which happened in May 1989. This
created a sewere power crisis. Even in normal times the power
stations of Assam produced less than half the installed capacity.
The May '89 output was even less than 20% of the installed capa-
city. This happened due to break-down of machinery of the power
stations. The then chairman of ASEB himself attributed the break-
down to "lack of planned maintenance of machinery by ASEB,"

(Assam Tribune news item, July 21, 1989).

Thus the power scenario of Assam leaves much to be desired.
Though ASEB is going to establish a 360 MW gas-based power pro-
gect at Amguri, the situation eannot improve until the engineers
and technical workers of ASER improve their maintenance skill and
regularity of feed-stock supply is assured. The proposed 100 MW
Karbi-Langpi Hydro-Electric Project is an illustration of gross im-
efficiency and mismanagement of ASEB. There has been inordinate

delay in completion of this project leading to cost over-run.

Strong action should be taken right from the planning stage
to avert a possible under-utilization of capacities due to power
shortage. The power intensive industries should be made to have
their own captive power plants. The industrial policy of Assam,
1986 offered subsidy on generating sets. The Industrial pPolicy of

Assam, 1991 .has raised it te 50% of the cést with a ceiling of Rs.10
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lakhs. This includes devices for non-conventional energy also.

However in our view, the power intensive industries should be

discouraged as much as possible and imdustries eonsuming less

energy should be encouraged. But in all industries energy sav-

ing mechanism should be imcorporated compulsorily.Incentives
should be offered to the industries to go in for such technolo-

gies. Wherever possible waste energies should be recycled to the

manufacturing process thereby increasing the degree of exploita-

tion of energy. Industries should be encouraged to rotate their
shift so as not to let demand rise abnormally in any shift. Some

of the normal day-working factories should be encouraged to

change to night operation intermittentky.

5.7 Marketing of indigenous products

Marketing is the most weak point of industries in a back=-
ward region. These industries often have very high quality produ-
i cts. Hewever products of such lacal or regional (or domestic)
industries cannot always match the products of industries work-
ing in national (or international) level. The producers from back=
ward region/country find that the producers operating in national/
h international level have been monopolizing the market with thelir
trade-marks well entreched. To get over the strong consumer loy-
alty to such brands is a difficult proposition. It is also not
possible to impose any regulation in the open market, But the

| government of the backward region or country may offer incentives
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| ‘to the traders so as to deal in the local/domestic préducts,

This incentive may be in the shape of tax relaxation for deal-

ers of 10Cal/domestic products. However to earn such preferen-
tial treatment, the local producers must prove their products
h to be st least equally good as the established brands. They must
also ensure mninterrupted production and supply of their pro-
ducts to the gustomers so that no scarcity occurs of the product

in question, Tf all these conditions can be met with, a quanti-

tative stipulation for dealing a minimum proportion of locally/
domestically produced goods can also be imposed upon the traders.
It would then be a bounded duty of the government also to ensure

regularity of government purchase of these products, Given that

the other conditions like quality, quantitative standard etc.

{ are satisfied, the producers from the state or the region should
be given preference in purchase by the state government, local
administration and others. Over and abve that the local producers
should get some price preference. Becamse due to larger cost of

‘ transportation, higher rates of wages @f skilled labour et# , cost
of production is much higher in backward regions. However, to

mitigate these, one can argue for transport and wage subsidy as

well,

5.8 Subsistence Agriculture

Subsistence agriculture of an economy acts as a back-pull-

ing force for its industrialization process. This happens
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because in such an economy capital formation is very poor, where-
as capital is the basic pre-requisite of the industries. Agricul-
ture suffers from low productivity. So the income of the people
dependent on agrfculture is very low. There are also the prob-
lems of under and unemployed people in the rural sector who also
depend on agriculturel sector to derive subsistence. So the agri-
culture simply cannot generate any surplus. Thus capital for-
mation is almbst nil. This is a handicap faced by all subsistence
agriculture economy. For instance, the tardy growth of industries
in Orissa has been ascribed to the backward agriculture of the
state.7 Oon the other hand we have Been a far greater degree of
industrialization in states like Punjab and Andhra Pradesh.
Because these states are benefitted from the boon of green revo-
lution. The revolution set in by Norman Borlaug created history
in these places, Productivity and consequently income in the
agricultural sector zoomed, This led to primary accumulation of
capital. These capital financed innumerable small scale indust-
ries in Puhjab. In case of Andhra pradesh these capital was in-
itially invested in Film industry. But later on here also indust-
ry could attract the capital. Thus in these two stagtes improved
agriculture has acted as the industrial growth force. This
growth force is lacking in those areas where agriculture remains

in a subsistence condition. Therefore prominent economist like

7Patnaik 8.0., Op«cit, pa 64
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Sukhomoy Chakravarty also opined, nstrengthening the productive

base of backward states requires a major attempt at raising their

agricultural productivity per hectare. 8 Economists from Assam

also have echoed similar sentiments. Vveteran economist M.N.GOS-

wami has opined,"...... a vicious circle has developed to retard

the economic development of the North-Eastern Re€gion as a whole.

Inefficient and stagnant agriculture is delaying industrial
growth while sick and inefficient industries are retarding agri=-

cultural development by increasing the pressure of population on

1and."9

5.9 TLack of effective demand for industrial products

The subsistence agriculture eccnomy impedes industrial

growth in keeping demand low. This happens like this: in a sub-

sistence agriculture economy, the productivity and hence inccme

of the people are low. As these economies are agrarian economies,

agriculture constitutes a major part of the state .domestic pro-

duct. In such a state, if the income from agriculture remains low
the total imcome of the state also remain proportionately low.

Hence the per capita income of the pecple also remain low. With

8
Chakravarty S., Development planning: The Indian Experience,
1987, p.50

9Goswami M.N., in forward to 'Agriculture in Assam' (ed.) P.C.
Goswami, Guwahati, 1989, p. Xi
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a low per capita income people cannot affort to buy industrial
goods like consumer goods. So the per capita income condition
has to improve. However that by itself will not guarantee incr-
ease in effective demand for industrial product. Redistribu-
tion of the income is equally necessary., However it is not
possible to implement such programmes in a mixed economy like
India to the fullest extent as was done in China. So while for

a socialist state redistribution of income alone can help increase

the demand for industrial products, in mixed economies like India

growth and redistribution will have to be resorted to together.
The case is even stronger for Assam with the major portion of

the state economy being generated in the primary sector, as seen

from the table 5,2.

Table 5,2

Pepcentage share in State income by
different sectors in Assam
(at current prices)

1950-51 1960-61 1970=71 1980-81 1985-86

Sectors

1, Primary 66,4 54,7 57.4 58.4 56.8
2, Secondary 171 19,6 18,5 1857 14,2
3. Tertiary 16.5 L 24,1 2247 29.0

Source : Statistical Handbook of Assam, 1982, 1987.

- It is seen from the table that the primary sector has always

contributed more than half the SDP. Pure agricultural activities
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alone contributed 42.1% of SDP in 1985-86.10 aAs much as 77.7%

of the state's workforce are engaged in agticulture which un-
deg-scores the extreme low income condition of the people eng-

aged in this largest sector of the economy. So unless agricul-

turgl bottlenecks are removed and income of the workforce eng-

aged in agriculture is increased, industrialization will remain

a far cry in such subsistence agriculture economies.

5,10 Importance of Small Scale Industries.

In the gamut of industrialization, Small Scale Industries
| (sSI) occupy a distinctive status because of its flexibility
and wide appeal. SSI's can be established almost in every pro-
z duct area as well as geographical region. Comparatively lower
investment, technological flexibility, easinese to change product
mix at short notice etc. are its special attraction. These appeal
to the entrepreneurs and they mostly go in for small scale units

when they set up industries.

"Development of modern SSI units has been one of the most
gignificant feature of industrial development in India. Between
1973-74 and 1984-85, the number of registered and unregistered
small scale units has increased by over 300 per-=cent (threexfold)

' from about 4 lakh to nearly 13 lakhs units. The value of their

investment at current prices has increased by 700 percent

0 .
1 Statistical Handbook, Assam, 1987.
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(seven-fold) from ks. 7,200 crores to Rs. 50,520 crores and empl-
oyment in these establishment has increased by 250 percent
(doubled) from about 40 lakhs to 90 lakhs persons. The modern
SSI sector now produces over 5,000 items and accounts for 26,30
percent of the BNP of India. It is estimated that the SSI

sector turns out about 50 percent of the total industrial produ-

ction of the country."11

The tempo of growth of the SSI sector in India continues
unabated. Their total number of units increased to 14,76 lakhs
in 1986-87 and thereafter to 15.92 lakhs in 1987-88, registering
a growth of 7.9%. The increase in production was even higher and
it stood at GRs, 72,880 crores in 1987-88 (at 1984-85 prices).
Employment increased by 5.5% from 101,4 lakh persons in 1986=87 to

107 lakh persons in 1987-88.1?

From the above it is seen that the rate of growth of employ-
ment in the SSI sector has been lower thah the growth of number
of units as well as investment. It is true of both the earlier
period 1973-74 to 1984-85 and the latest yeafs. This points to

a consistent rise in the capital intensity of this sector.

11 . ; ;
Goswami P.C., Role of small scale industries in economic deve-

lopment of North East India, 2nd annual IFCI lecture, Guwahati
1886,

12
segort on Currency and Finance, Reserve Bank of India, 1987-88,
o (-] I.
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Howefer the employment is increasing in absolute number consist-
ently., On employment aspect SSI sector is more relevant than
large & medium scale sector for backward regions like Assam.
Because the capital investment per head is much lower in the SSI
sector than in large & medium scale sector. So employment gener-
ation capacity of the SSI units is larger. So, as per our hypo-
thesis, that backward areas should think of employment aspect

more while going in for industrialization, we accept the SSI sec-

tor as the key to development of Assam.

However, the growth of small saale industries has been
very slow in Assam, Even in 1971-72 there were only 911 SSI units
in the urban areas of the state. From the mid-seventies this sec-
tor started experiencing growth. In March 1978 the total number of

registered SSI units in the state stood at 7562. This number rose

to 12,056 in March 1981. These units employed 62,000 persons.13

Number of newly set up registered SSI units were 773 in 1985-86

and 952 in 1986—87.14 The department of industries established

industrial estates in twelve places of Assam i.e. Guwahati,

Dhekiajuli, Tinsukia, Badarpur, Nalbari, Sibsagar, Nagaon, Jorhat,
New Bongaigaon, Lahowal, Bihpuria and Bokajan. Till 1986-87, total
255 nos. of sheds were constructed. Out of them 215 nos. of sheds

were alloked +to 209 SSI units, who occupied as many nos. of

13Dhar P.K., The Economy of Assam, Bijni 1988, pp. 118-119.

45tatistical Handbook of ASsam, 1987.
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sheds. However it was found that only 161 nos. of sheds were
actually functioning.15 The government also set up 7 growth
centres at Barpeta, Goalpara, Duliajan, Kalapahar, Bonda, Lila-
bari and Sariharjan, Total 24 nos., of sheds were constructed

in these centres. 17 of them were occupied, But in 1986-87 only
10 of them were functioning.16 All these point to the fact that
even the facilities offered by the government have not been fully
utilized. There may be many reasons for this. Lack of entrepren-
enrship, wrong location of industrial estates and growth centres,
failure of the government officers to ®voke interest among the

entrepreneurs, and inadequate facilitles etc. are some of them.

5.11 Thrust industries ~for Assam

Assam should give stress on establishing industries in some
particular areas where the state can have comparative advantage.
Both large scale as well as small scale uni¥s can be set up in
these areas. On the basis of our survey, we have identified the

following industries as the thrust industries for Assam:

1. Textile based industries.
2, Agro based industries.

3. Petro-chemical based industries.

1sIbid.

16:p14.
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The state has definite cost ema advantage and abundance
of raw material for the above industries. The first +wo will
generate enormous employment opportunity directly, while the
third will do it through ancillary development. Textile and agro=-
based industries can be developed with low capital-intensity and
in private sector. Their surplus generation capacity would not
be very high. The capitgl-intensive petro-chemical industries have
to._have the involvement of public sector. As both ray material
and production process are costly as well as prices gdministered,
petro-chemical industries also cannot generate high-gurplus. But

they will also generate employment through ancillarjeg.

As these industries will require many technical personnel
and skilled workers, a pool of industrial workers will have to be
created from among the agricultural and urban unemployed, adho are
in plenty in the state. Industrial training institutions will
have to be set un throughout the state. Sophisticated technology
centres like petroleum Technology Centre, Chemical Research Insti-
tute, Textile Design Centre etc. will have to be set up ge trat the
products of the thrust industties can keep pace with international

standards,

It is heartening to note that the state already has a commen=
dable base in the thrust areas. As in March 1981, the state had
1,162 textile based units, 2,286 agro-based units and 1,163

chemical based units in small scale sector.17 In the large and

17GGswami P.Ce 5 Opsdit.
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medium scale sector there were 17 agro-based, 10 Petro-chemi-—
cal based and 3 textile based units among total 64 large &

medium industries of the state in March 1980.18

5,12 Service Industries

The service industries continue tc accupy a major place
among the state's industries. Printing, transport operation,
repair services, storage & ware housing etc. are such industr-
ies. According to one estimate, there were 209 nos. of SsIiunits

; 19
in Assam in 1971, in the category of Repair & Services. Such
industries bear lower risks than other industries. Therefore the
banks and financial institutions give greater weight to these
industries in their investment portfolios. The road transport
operation, which is not even recognized as an industry by the
state industry department, accounts for as much as 51% of total
assistance offered by Industrial Development Bank of India (IDBI)

in Assam.20 Such risk averting nature of the financial institu-

tions is giving rise to a lop-sided growth of service industries.

The banks want quick,sure and adequate return which is ensured

by the transport business. It is notable that transport operations

18Dhar P.Kss Op.clits

lgAll—India Report on the census of Small Scale Units, VYol.IT
(1977) , Govt. of India.

201ndustrial Development Bank of India, quoted in Goswami =,

Cpe. Xk, D13
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are always compulsorily insured, whereas industriee

are net.

But one must accept that transport is basically a tertiary
sector occupation. So its development cannot exXactly add to

industrialization.

5.13 Inadequate finance, faulty Subsidy policy and
Industrial S&fkness

The small scale industries of Assam face acute fund prob-
lem. The abanks and financial institutions have been Wnfair to
Assam and North-East in offering credits. The number of SSE
units in Assam rose to 13,435 in March 1982, which was 1.66%
of total number of SST units in India 8,07,629. But outstand-
ing advances received by these units from the public sector
banks were only ks, 20.57 crores. Which was a mere 0,66% of the

total all-India Rs, 3122.54 crores.21

The inadequate finance from the sceduléd commercial banks
is also seen from the lower credit-deposit ratio maintained by

them in case of Assam. From the table 5.3 it is seen that the

ratie.

21Small Scale Tndustries in India -~ Handbook of statistics,

1982, Ministry of Industry, Govt. of India.
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Table 5.3

Credit-deposit ratio of scheduled commercial Banks

in Assam and all - India (Percent)

Year & Time Assam All-India
1982 December : 3 B | 68.3
1983 % 42,3 6741
1984 " 50.4 68,7
1985 " 52,36 65,6
1986 5 51539 63,02
1987 " 5146 610

Source: (1) BRasic Statistics”™ of N,E.Region 1987
(2) Report on Currency and Finance 1987-88,
Vol. I, Reserwve Bank of India,
for Assam has been consistently lower than in India. However the
silver 1linimg: of the situation is that the difference bet-

ween Assam and all-India is gradually falling.

Another point to be noted here is that the capital sub-
sidy scheme of the government has hardly helped the entrepre-
neurs. Almost all industrialists we interviewed said that
either they have not received the subsidy or received very late
and after considerable palm-greasing. This means the subsidy had
not served the purpose of venture capital financing, because
only those entreprenyrs who have well settled in their reppective
industries seemed to be able to acquire the subsidy. The same

is the case with seed money. We found instances of applications
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lying for 4=5 years with the department of industry for even
small amounts. Another argument against the subsidy is that it
promotes opportunism among the industrialists, They acquire all
these benefits and then manipulate their accounts to show the
unit suffering sickness. Many successful industries in Guwahati
have resorted to this. Also many so-called entrepreneurs establ-
ish industries and acquire the concessional finance in order to
divert to trade and else where., This is also adding to sickness.
No wonder as many as 60,6% of industrial units in Assam were

2 phis

sick in 1982. This is against a national average of 9.7%.2
point to not only the delinquency of the bureaucrats in proper
monitoring of the industries but aleo to a possible connivance

of some of them with the manipulating entrepreneurs.

As in June 1987, as many as 3542 SSI units of Assam were
sick. They comprised 2,24% of total 158226 nos. of sick SSI units
of India., However there is a silver lining in this problem. The
total amount outstanding of sick SSI units of Assam were only
Rse 12,66 crores, a mere 0,82% of the total such outstanding
amount by sick SSI units in India.23 This generates a hope that

the situation can be corrected.

221ndustrial sickness, Gopal Bardoloi in P.C.Goswami (ed.)

"Problem and prospects of industrialization", p.144

23
Report on Currency and Finance, 1987-88, Vol. I, Reserve

Bank of India,.
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[ The problem of sickness has attacked the large & medium
gcale industries of Assam even more seriously. As in June 1987,

| gix such industrial units of Assam were sick with Rs, 3 crores
outstanding. another 34 units were declared as weak with 50%
erosion of their net wroth. Net outstanding of these units were
gs. 47.17 crores. So total 40 large & medium industries of Assam

were either sick or weak with outstanding of Rse 50.17 crores.

n this case alsoc it is seen that share of outstanding of Assam

in national total of Rs, 4195.63 crores is only 1.2% whereas the

ercentage of sick and weak units are 2,34% of national tokal
24

p

of 1712, Thus in both SSI and large & medium scale industries

&i
I

of Assam, the degree of sktkness is less than that in the country

a5 a whole.

| In the light of above findings we think that the sick and
weak conditions of Assam industries can be corrected if timely

f and adequate finance are made available to these. It is pot sub-

| sidy and concessional finance but timely and adequate finance

that is necessary. Increasing the credit-deposit ratio by the

scheduled commercial banks is utmost necessary.

r Regarding the scheme of subsidy, it should serve its actual
_purpose of neutralizing the spatial costdisadwantage between
developed areas and backward areas. Al&o it should be received

by only genuine potential entrepreneurs, not dishonest

241114,
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entrepreneurs. So both subsidy and seed money should be sanct-
ioned on selective basis. However any industry in non-traditi-
onal area, industries using new technologies certified by re-
puted institutions like IIT or RRL etc., and industries in our
suggested thrust areas (textile, agro-based, petro-chemical)
should be offered all concessional finance. But the service
industries should be excluded from such concessional facili-
ties. Licenges for them should be restricted to the minimum. For
some industries likeé printing, licenses should remain closed
for about 5 years considering the glut in the market. A speci-
fic time-limit should be fixed for sanction of meney and grants
to curb bureaucratic red-tapism, The money saved through the
above cuts should be invested in developing the infra-structur-
al facilities and public utility services, required for industri-

alization.
5.14 Role and impact of industrial policy

The government of Tndia has from time to time introduced
some industrial policies, These are supposed to help speed up
the process of industrialization as well as ensure the welfare

aspect therein,

The. Yfirst industrial policy resolution was adopted in
1948, This reserved the entire infrastructure industries for
the public sector, Though that was with a good motive there was

no point in not giving private sector a share in this .
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Naturally the most developed regions could attract the scarce

reseurces of the government first. AS a result the backward

regions suffered.

The industries (Development and Regulation) Act, 1951

naimed at providing the government with control over location,

expansion and setting up of private industrial undertakings:

this was intended as a lever for guiding the private sector in
the desired directions. Balanced regional development, protec-

tion for small and cottage industries, and prevention of mono-

poly growth were the policy objectives. The act provided for

setting up of several comnmitte€Secccscsccccoa to regulate indust-
rial development in conformity with the plan and perspectives..
seeesss The licensing procedure instead of helping industriali-

zation, hindered it. There were lot of pre-emptions of capacitye.
Big business houses based in the metropolitan citiles extracted
more then one license for the same ProduCtecec.cscsse.Very few
of these licenses were converted into CapacCitVeeececcsscease cccces
eses+2s Thus in totality the licensing procedure was a serious

obstacle to the industrialization process in India¥ 2s

The industrial policy resolution of 1956 sought to reduce

wconomic disparity through economic growth, larger share for

A=

5
. Tndustrial Policy and its implications on industrialization
of the backward regions, S.Ke.Borkakoti in p.C.Goswaml (ed.)

Problem and Prospects of Industrialization, pp. 63=64.
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public sector and development of co-operative sector. It talked
about angillarization as a medium of development of backward
areas. However ancillary industries are developing wery slowly,.
In Assam till 1981-82 there were 34 SSI units functioning as
ancllaries. But only 3 of these were officially decalred as such
ahd the rest were "simply supplying their products to large

units."26

The iIndustrial Licensing Policy of 1970 exempted project
upto investment of Rs, one crore from license requirement. But
the real thrust for economic decentralization came through the
industrial..+ policy statement of 1977, This policy increased
the number of industries reserved for small scale and cottage
industries from 150 to more than 500. It proposed district indu-
stry centres in every district in orddr to help small and rural

entrepreneurs,

The 1977 policy said that henceforth no more license should
be issued to new industrial units within certain limits of metro-
politan cities. This was targeted at taking the industries to
interior and backward places. Industries wanting to shift to such
locations were assured of assistance. The Industrial policy state-

ment of 1980 retained all these features.

26_
Tndustrial Development in Assam,by S.Borbora in P.C.Goswani (ed)
Problems and Prospects of Industrialization, p.98.
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From this discussien we wee that-the backward areas have
recently received some attention from the policy makers. Till
the 1977 statement the pelicy view on backward areas was not
coherrent and cencrete. Naturally the backward areas suffered
fer a leng time. The policy shift from the late seventies has
been reffected in the increasing rate of industrialization since
early eighties. We have seen already that the number ef SSI units

in the country increased from 4 lakh in 1973=74 teo 15.92 lakhs in

1927488,

Assam formulated her first industrial pelicy during the
first five year plan period. However it was not a comprehensive
policy mer there was any resolutien. It was embedded in the gen-
eral pelicy followed by the gevernment which was for encourage-

ment ©f small industries in the private secter by providing diff-

erent requisite facilities.27

The first cemprehensive industrial peolicy ef the state was

announced im March, 1969.28 Tt resolved te assist the individual
entrepreneurs in setting up industries. It offered facilities

like free preject repeorts feor SSI units, subsidized preject

ZTT-L.Baruah, Indus:trial pelicy of Assam, Assam Tribune, August 185,
1988

281piq.
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reports feor medium & large units, developed land and/or shed -

the industries at industrial estates, concession in gales tax

on raw materialy cencession in pewer tariff. It suggested the

industries te employ local peeple. It also assured marketing

facility fer local industrial preducts. These included a 15%
price preference to loecal products. The Assam preferential

Steres purchase Rule, 1972, was adopted subsequently.

That Assam could not maintain an equal pace of growth in

industrializatien with the rest of the country in the first

three five year plans as well as annual plans is evident £rem

the fact that her share in the natienal total of net manufact-
uring industries eutput wemt on £alling from 2.35% in 1960-61 €°

1.68% 1R 1965-66 to 1.62% in 1968-69,2°

The 1969 policy also was net preperly implemented. Though
the APSP rule 1972 was a goed fellow-up action, no central erga-

nisation for pmmchase of lecal SSI products was set up. The sales-

tax act was net amended ; Se industries could net avail the sales-

tax exemptiens, Likewise other incentives also remained in paper

QHJ.Y.

A new industrial pelicy was announced in 1982, which retai-

ned many incentives offered by the prevgems peolicy. This policy

sought te set up single window clearance (the facility of award-

ing different gévernment permissions at one place)in Assam

9
Dhar P-K.-f Op#cit.' pd 106.
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Industrial Develepment Cerperatien Ltd. (AIDC) and Assam Small
Industries Develepment Cerporatien Ltd.(ASIDC) fer large &
medium and small industries respectively. They were named 'udyeg
Vikash.' Whible AIDC set up the 'Udyeg Vikash'fer awarding abeut
25% of the requisite industrial permissien/sanctien etc. te the
entrepreneurs, ASIDE did not set up this institutien. Even the
'udyog Vikash' set up at AIDC alse suffered from tee much of
centralization of administratien. The lecal District Industry
centres (DIC)had little autherity with them. Se the single windew
clearnce scheme failed totally. Implementatien of ether preposals
also were net geod. Fer instance only 3 units could get concess-
ienal pewer tariff appreved as stipulated by the POlicY'ao This

seemed more eof a political deeisien than an administrative one.

Neither the 1969 pelicy ner the 1982 pelicy did make attem-
pt te make employment of lecal people compulsery. Some of the
incentives of the 1982 policy were not quite well-planned. For
instance this policy effered incentive te Air-craft industries,
which was an item of central lisi:.‘?'1 The ‘'Udyeg Vikash' alse

could not meet the expectatien fer lack of implementing agencies.az

After a regienal party, Assam Gana Parishad feormed govern-

ment in Assam, a new industrial pelicy was announced in 1986.

3
OBaruah T.:L.: Opscit.

31 naustrial Policy of Assam, 1982, Gevt. of Assam.

3
2Baruah T.L.e Opecit,
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This policy has fer the first time selected the thrust
areas for giving meore attentien. Agre and ferest based indust-
ries, petroleum afid ether mineral based industries have been
specially marked. In the line of Orissa separate infrastruc-
ture development cerperation has been proposed. Actually this
prepecsal was mooted by the earlier regime itself, but no werk

was done., It has alse made 100% empleyment of local peeple in

SSI's compulsery.33

The 1986 pelicy effers many fiscal benefits te industrial

entrecpreneurs, The state Finance tax has been reduced te make
at per with central sales tax. Stamp duty has been exempted for
tiny units and halved fer SSI's Interest subsidy ever 8%, 50%

subsidy on pewer drawal upte limit of k. 20,000 are ether

incentives,

The 'Udyog Vikash' of AIDC and DIC's have been rechriste-

ned as 'Udyeg Sahayak' with greater pewer. However they remain

almest same in functions.S‘

The werks under the new industrial pelicy can be said te
be seomewhat better than earlier. While 'Udyes Vikash' had issued

enly 33 eligibility certificates te industrial units in feur

3
. Industrial Peolicy ef Assam, 1986, Gevt., ef Assam.

34Ibid.
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vears{froem 1983 te 1986), the differemnt °‘Udyeg Sahavak's at

AIDC, Directerate ef Industries and 17 DIC's issued as mamny as

209 eligibility certificates in just eme year, 1987-88. During

25,29 lakhs were sanctiened te 33 medium and large
9.56 lakhs. Grewth

this year BRs.

units as incentives while $SI's received Rs.

rate :of  the. small-scale secter shet up te 44.,3% imn 1987-88

frem 16.8% in 1985-86 and 21.7% in 1986-87.°°

In 1991, anether Irdustrial Pelicy was ammounced. This
pelicy has enhanced the rates ef allewable purchase ef equity
share fer the assisted SSI units upte 15% ef the issued capital
subject te a maximum ef Rs, 15 lakhs. This was earlier 10%. The
reseurce-starved SSI secter eof Assam have received a shet in
the arms with the mew poelicy exempting them frem sales-taxX en
raw material and fimished preducts fer seven years frem date
of cemmissioning, against five years earlier. The sick units
will new be regularly menitered by a govermment agency and requ-

isite assistances will be effered en fimancial and maragerial

sides.

The pewer subsidy fer the industries alse has been raised
te a maximum ef Rs. 30 lakhs and the peried ¢e five years frem
date of eemmissiening. Generating séfs weuld be subsidized te
the extent of 50% with a ceiling ef Rs, 10 lakhs. New industries

3SBaruah T.L., Op.cit.; Ecenemic Times, February 5, 1990.




126

with investment ever Rs. 3 ereres im districts where there was

ne large and medium imdustries earlier will qualify fer an addi-
tienal state eapital subsidy ef 5% te the eeilimg ef Rs,10
lakhs. Anether gemereus effer te the imdustréés is the develep-
ment subsidy at 10% of fixed capital te a ceilimg of Bs.3 lakhs
te mitigate the multifarieus cests en deeds, drawal ef pewer
limes, installatiern of pellutien centrel measure, precurement

of know-hew etc.36

5,15 Rele ef Publie Secter Cerperatiens im imdustrializatiem

In India, public secter has beer ascigned a prime rele im
the imdustrializatien precess. This is because a backward eceme-
my €annet afferd te squamder the scarce reseurces im an umplanned
way ard leave in the hands of prefit-metivated private sectex,
Welfare peliey prevailed im the decisien te give public secter
a greater status. Alse the develepment of secie-ecememic imfra-
structure and the cere industries entailed a large investment,
This was net ferthceming frem the private seeter as bhere is ne
direct returm te the invester frem such imvestments. Evem when
the private secter emtered these areas their eperatiem remaimed
cenfined te their limited self imterest. This is the reasen why

the gevermment felt the mecessity te matienalize the twenty

private cemmercidl banks; they chamged their entire cemplexien

after matienalizatien. New the banks are needed te lend at least

36New Industrial Pelicy, Editerial ef Assam Tribune, 10.4.91.
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40% of their credits te the prierity secter.

Hewever here we will discuss enly these public secter
erganisatiens which have beem established specifically fer
industrial develepment, specially in backward areas.

Fer industrial develepment in amy backward area, a very
intemsive effert is mecessary. Such areas lag behind ether areas
in terms of infra-structural facilities. This mecessitates huge
investment in develepment ef imfra-structural facilities befere
launching amy industrial venture., Semetime the raw material has
te be precured frem eutside. Them there is the meed of training
an adequate number of skilled hands in additien te techmical
experts. Over and abeve, the market has te be develeped er at
least cevered with a wide netwerk, All these imperatives make
investment in a backward area unattractive te a private entre-
preneur. Se the state has te ceme ferward te establish, premete

and spemger industries.

In this eentext we weuld better amalyse the experience ¢f
orissa, amether industrially backward state ef the ceuntry with
sueh public secter cerperatiems which were established te take
up the job ef industrializatiem in the state. Of differemt
bedies the impertant are - IPICOL, IDCOL, IDCO amd ORITO,

Industrial Premetien and Investment Cerperatien eof Oriasg

Ltd. (IPICOL) was established im 1973-74 with a view te aiq and
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accelerate the industrializatiem in the state. Its ebjective
was te premete large and medium industries which private seg-
tor could net de en their ewn., It was alse designed te effer
single windew service of different aspects perthining te the
establishment process ef an industry. It has beem deing cemm-
endable service imn this regard., Till the end of June, 1986, as
many as 110 units assisted by IPICOL have geme fate preductien.
out ef these 17 are im jeint secter and 10 are im jeimt vem-
tures. Of the 110 umnits met mere than 10 umits are im small
seale and 7 umits are in large seale, remaimimg units being
in medium scale. Thus at the end of Jume, 1986 as many as 78
upits were under implementatien. Of these 11 are large scale
units. This ghews that the cerperatiem is steadily increasing
its plam and ambitien. It has premeted/assisted 5 nem-residemt

Indian projects.37

All these shew the extemsive scale ef pperatien of this cer-

poration. This is certainly deimg better tham what the indust-
rial eerperatiens of Assam are deing. That is why mary premiment
and leading industrialists ef Assam have epted fer IPICOL and
Orissa im preference te AIDC and Assam fer their new units.aa
Reasens ef this are net se much the attractiem ef Orissa as

mueh as the apathy and dysfunctienimng ef the Directerate of

3Tpatnaik 5.C., Op.cit., pp. 49-51.

381mportant examples are H,P.Bareeah, Chiranjit Chalikha . amd

Girish Das.
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Industries’Assam. Centrary te this, the entrepreneurs receive a

-.red -carpet welcome im Orissa.

Hewever there are bitter things te learn alse frem the
IPICOL experiemce. As per a study at least 30 eut ef the 110

units which had gene inte preductien had either gene cempletely

sick er shewn serieus symptems eof sickness er were en the reads

te sickness.>? Hewever efficially enly 11 units were declared
as sick.‘o The difference in the twe ewtimates arise frem the
faet that the effiecial acknewledgement of aickness cemes enly

after the unit is clesed fer commercial preductien.

The finaneial management of IPICOL alse is met praise-
werthy. IR 1984-85 it shewed a net deficit of ks. 13.35 lakhs.
Due te default by the units wider it, it ceuld mellect enly
Rs. 240,23 lakhs interest im 1985-86 eut of total due Rs.759,.58
lakhs., There was feaf of IPICOL itself defaultimg inm its inte-
rest payment te IDBI which refimances the cemmercial leans ef
IPICOL. The latter therefore drew em its equity reserve.‘l This
is certainly an indicatien of sickness im the erganizatien it-

self. The administrative structure of the cerperatiem alse is

said to be faulty and tep-~-hegvy. The pre-industrial survey

39Patnaik 8.C., Op.cit, p.53

4Orpia., p. 52

41

ibid., p. 56
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reperts and feasibllity reperts are alse net deemed upte

the mark. In fact the siekmess eof gquite a filew prejeets under
IPICOL is aseribed te the faulty preject reperts, their umre-
alistie ndsumptions.‘z There is me way te ensure high guality
of these reperts as of mow. A easual appreach is said te eper-
ate in preject appretsal precess. All these peint te the dire
mecessity ef impreving the perfermamces by the managerial and
technical staff ef the cerperatiem. Otherwise the quantitative
success achieved by it weuld seen be marred by fast qualitative
degeneratien that has already set 1n.‘3 As the principal nedal
agercy fer industrializatiem im the state IPICOL canmet afferd
that.

It is note;worthy that theugh IPICOL had been established
way back in 1973=74, it was enly im the eighties that werks
really picked up., Till 1980, hardly 19 prejects with IPICOL assis-
tence were under production.“ The vigereus pace ef werk that
were set since 1981 can be ascribed te the diversificatiem thrust

ef the sixth plan. Alse the industrial pelicy of 1980 ef Orissa

421 p1d., p.134

4;Pr.minent ecenomist like Baidya Nath Mishra, peputy Chairman

eof State Planning Beard ef Orissa has termed the achievement
ef IPICOL as ‘game of nmumbers.’

4‘Patnaik S.C.e, OP.cit,, P.38
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gave a push te it. IPICOL feund its. rele expanded., Thus it

was pelitical drive that set IPICOL en the fast lame. It alse

vindicates eur hypethesis en impertamce eof pelitical leadership.

This change of pace was helped by the setting up ef the
Industrial Imfra-structure Develepment Cerperatien (IDCO) in
1981. A backward regien is very peer imn infra-structure and
cemmunicatien facilities, Durimg the sixth plamn this cerper-
atien built abeut 440 industrial sheds in 44 industrial est-

ates and develeped nearly 1800 acres ef 1and.45

As seen earlier the number ef jeimnt ventures spensered

by IPICOL is met very high. A pelicy meve te relax inhibitiem

towgrds setting up mere and mere jeint secter industries weuld

certainly help in the cause of industrializatienm.

It gees witheut saying that ce-erdinatien ameng these

cerperatiensis a basic pre-requisite, IPICOL cannet deliver
the geods witheut smeeth funetienimg ef IDCO. Clese ceserdin-
atien and reppert amemng these development bedies is an imper-

ative.

Besides IPICOL the ether majer gevernment erganizatiem
for Industrial Develepment is Imdustrial Develepment Cerperatien

Ltd. (IDCOL) . This erganizatien had in fact ceme up earlier, in

45:pid., p.39
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1962. Prier te ceming ef IPICOL, IDCOL had dene intemsive werks
and premeted many industries. However it had emne faveurable
facter. It weuld acquire the werkshep ef Hirakund Dam Preject

as well as the assets of Kalinga Trem Werks. These heiped and
acted as base  fer IDCOL. It established many mew industries
areund these places. Then it invested in ether private and joeint

secter industries. In these efferts the state gevernment behaved

quite patronizingly. IDCOL received the lien®s share $f the

state’s plan eutlay fer industries.

IDCOL has been making prefits centinueusly fer last sever-
al years. It has 10 eperating units under direct cemtrel, 2 under
subsidiary cempanies and 3 under jeint secter eempanies. Net turn-
ever Of its ewn units cressed s, 140 creres im finamcial year
ending March 1989, The eldest unit Kalinga Iren Werks recerded
124% capacity utilizatiem. With such success, IDCOL mew has ambi-

tieus expansien plars fer the nineties.46

IDCOL amdé IPICOL have ceme tegether er helped each ether
when required. The Talcher pPlant premoted by IPICOL received

adequate suppert frem IDCOL alse.

Anether erganizatiem clesely asseciated with the industri-
alizatien ef Orissa is ORITO. This is a subsidiary ef IDBI. ORITO

gives censultancy service te the entrepreneurs prepares feasibi-~

46

Ecenemic Times, September 3, 1989,
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lity repertsand pursues envirenmental as well as finarcial san-
ctiens fer them. Thus ORITO aids in the entrepreneurial efferts.
This erganizatien can therefere be termed as a super -entrepre-
neur. But the expertfse available with it is less thamn adequate
as im the case of IPICOL. Meresver the prejects fermulatien
shoeuld take inte acceunt the changing secie-pclitical scemne alse.
This calls fer inductiem ef inter disciplinary appreach im its
censultancy service. It has tremendeus scepe of alignimg the
industrial develepments in secially ard enviremmentally bemefi-
cial directiens. The cerperatien requires statutery pewer in

this regard in erder te prevent haphazard and unplanned industri-
alizatien which weuld brimg a leng term bad impé&t sn the seclety
and envirenment. It can be made ebligatery te reute every preject
preposed in the state threugh this erganizatien. Hewever prier
te that a-‘th;rough ever-hauling ef the organizatienal structure

weuld be mecessary,

6.16 Public Secter im Assam

The gevermment of Assam alse® has established several erga-
nizatiens with a view te premete and help industries im the
stateg Names ef these erganizatiens.- are given belew alengwith

years of fermatien,

1. Assam Industrial Develepment Cerperatien Ltd. (AIDC),
1965

2. Assam Small Imdustries Develepment Cerperatien Ltd.
(AsIDC), 1962,
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Assam Financial Cerperatiem Ltd. (AFC), 1954

Assam Mills Small Industries Develepment Cerperatienm
Ltd. (AHSIDC), 1968

Assam State Textile Cerperatien Ltd. (ASTC), 1980
Assam Electrenics Develepment Cerperatiem Ltd.
(AMTRON) , 1984

Assam Tea Cerperatien Ltd. (ATC), 1972

Assam Agre-Industries Develepment Cerperatiem Ltd.
(AaIDC), 1967

Assam Mineral Develepment Cerperatiem Ltd. (aMDC),
1964

Assam Khadi and Village Industries Beard (KVIB),
1955

Assam Pewerleom Develepment Corperatiem Ltd., 1990

Apart frem these there are the fellewimg which help inm

marketiang ef preducts.

1.

2,

Assam Gevernment Marketimg Cerperatiem Ltd. (AGMC),
1959,

Assam State Ce-eperative Marketimng and Cemsumers’
Federatiem Ltd. (STATEED), 1975

Per infra-structural develepment ard supply ef basic im-

puts the fellewing erganizatiens exist in Assam.

1.

2,

Assam State Electricity Beard (ASEB), 1975.

Assam Gas Cempany Ltd. (aGC), 1962

3. Assam State Wareheusing Cerperatiem Ltd., (ASWC), 1958
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Of all these bodies the most important f£or industry
zation is Assam Industrial Development Corperation Ltd, (AIDC)_
AIDC was established as a patron organisation to promete ang
develop industries in the state. It undertakes promotiong)
activities like Identificatien of pessible industries, pre.
paration of techne-economic feasibility reports for Prospectjyve
entrepreneurs, development of industrial areas and training of
entrepreneurs, The corporation offers aeced capital, equity
participation and term loan finance to medium & large scale
industries, It has been entrusted with the work of rehabilj.
tation of sick industries also, Working with an authorised
capital of s, 30 crores, it has mobilized capital amounting to
Rse 490 crores. During 1981-89, it promoted 61 medium scale
industries and assisted them with term lean totalling ms.44,35
crores. Out of them, 19 are hotels and tourism complexes, 7
roller fleur mills, 6 powerleem complexes, and so on, Total 30
industries have already been commissioned. Under seed capital
scheme the corporation has assisted 17 industries with Bs,107

lakhs. Under equity participation scheme 28 industries have
received Bs, 163 lakhs.47

There are also several industries prometed by AIDC
through its subsidiary companies. These companies are:

1. ASsam Polytex Ltd. , 1985.

2. Assam Syntex Ltd., 1985.

47Assam Industrial Development Corporation Ltd.,Silver Jubillee
Souvenir, 1990,
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3. Assam Petre-chemicals Ltd., 1971

4, Irdustrial Paper (Assam) Ltd., 1986
5. Cachar Sugar Mills Ltd., , 1972

6., Fertichem Ltd. , 1974

7. Assam Ceonducters & Tubes Ltd. , 1964

8. Prag-Besimi Synthetics Ltd., 1989

9. @hemical Unit of Asseciated Industries (Assam) Ltd.,
1959,

B 10, usha Assam Galva Ltd,, 1989

11, Assam Wea¥ing & Manufactuming Co. Ltd., 1989.

12. Nerth Eastern Tebacce Company Ltd. , 1984

While some of these are already running, others are in the
planning stage. Of the abeve industries Assam Petro-chemicals
Ltde was the first project from Assam where public issue was
made. It preoduces Methanel, Foermal-de-hide, UF Meulding Powder,
Glue (concentrated & nen-concentrated) etc. Fertichem Ltd, pro-
duces NPK granulated fertilizer. Assam Polytex Ltd. and Assam
syntex Ltd., manufacture polyester viscese blended yarn. Assam
Weaving & Manufacturing Co. Ltd. is a powerleem based weaving
complex., Industrial Paper (Assam) BLtd. is a preopesed integrg-
ted pulp & paper mill, which weuld preduce extensible sack
kraft paper and mutti-wall paper sacks. It woeuld use jute fibre
to manufacture the sack craft paper and is the first such pre-
ject in the world. Prag- Bosimi Synthetics Ltd., would man@iiact-

ure Pelyester Filament yarn. Usha Assam Galva Ltd., is a preject



137

for gp/cC sheets. Other such projects in the planning stage are
Process Plant and

an one million tonne cement plant, a Textile

g‘ such on.

)| AIDC functions as Udyog Sahayak or one-window clearing
place for industrial license/sanction etc. for the large &
medium industries. The corporation engaged Tatd Economic Consul-

tancy Services for identification fof large & medium industries

which are feasible for Assam. The TECS has identified 30 such

industries.48 It is praise-worthy that AIDC has realized its own

shortcomings in preparation of feasibility report and brought in

expertise from outside to compensate for thate.

The responsibility of infra-structure development for
the industries also has been entrasted upon AIDC. It selected

several sites in the state for development. They are:

‘ 1, Malinee Beel, Silchar.

2. Numaligarh, Bokakhat.

3. Dalgaen, Darrang districte.

4. Danguapara, Nalbari district.

5. Tea township, Amingaon, Guwahati.
6. Changsari, Kamrup district.

wotks in Silchar has been cempleted. The projects of Bokakhat a

and Amingaon are in implementatien stage. The rest are yet to

take off. A large part of the Changsari plot has been found teo

be unsuithlle and AIDC is planning to return it to the govern-

ment.
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The industrial policy of Assam, 1986 had emtrusted AIDC
with the respensibility ef equity participatiem im the assisted
SST umits te the extemt of 10% and with a ceilimng ef Rs.10 lakhs.
We have already mentiened the achievements of AIDC in this regard.
The 1991 imdustrial pelicy has further imcreased the rele Of
AIDC. New it cam participate upte 15% ef the issued capital amrd

te a ceiling ef ks 15 lakhs, It is heped that AIDC will centrib-

ute te the imdustrializatien precess im the state mere with a

grester invelvement,

In tetal there are 44 publie secter undertakings under the
stqte gevermment im Assam. These state public umdertakimgs have
a tetal investment ef Rs. 1,048,.85 ereres., The biggest ameng them
are Assam State Bleetricity Beard (ASEB) and Assam State Tramspert
Cerperatien (ASTC). They engage respectively 23,000 and 11,000
werkers, But rather tham help in grewth, these enermeus worke
force are werkimg as a drag en the grewth an&7funCtioging~efdthe

twve eerperatiens. Im 1987-88 they imeurred less ef Rs. 134,71 ere-

res and B, 3,4 ereres respectively. As em 31 March 1988 they

recerded cumulative less eof R, 560 creres and R, 37,36 creres
respectively, During the peried 1981-82 te 1587-88 the 44 state

undertakings ef Assam ingurred a met less ef R, 657 creres, the

biggest part ef it being imcurred by ASEI.‘g With the eresien

49Ecoa¢mic Times,June 22, 1988 and Nevember 22, 1988,
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of more than 50% of the net worth of the undertakings im the
state public sector, the latter as a whole can be termed as weak.
The weak conditien of these units can be ascribed to idle work-
force, financial mismanagement, administrative interference in
preduction management, poor man-pewer reseurce base resulting

in inefficiert management, and meost impotrtant the wide-gpread
corruptien., Unless these 1ills are removed@ the public sector can-

net make a dent in the underdeveleped state of industrializatien

in Assam,

Among the central public secter undertakings (CPSU) the
promiment are Oil Tndia Ltd. (OIL), Indian 0il Cerperation Ltd.
(I0C), 01l & Natural Gas Coemmission (ONGC), Hindustan Paper
Corporation Ltd. (HPC) and Hindustan Fertilizer Corporatien Ltd.

(HFC) . Apart frem these corporatiens, several others also have

their units in Assam. Most of these central public secter under-

takings are il & petro-chemical based industries.

The OIL became a CPSU onlw im 1981. Before that it was a

joint sector venture between Burmah 0il Cempany Ltd. (BOC), Assam

O0il Compeny Ltd. (AOC), its wholly ewned subsidiary and the

Governmment of India. BOC/AOC had restricted their operations te
Assam only. Hewever OIL extended itself to ether parts of the
country like Rajasthan, Mahanadi Basin, Bay of Bengal (at North

East coast) and Arunachal Pradesh. But majority activities of

OIL are those in Assam. In 1982, it set up an LPG plant at
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Duliajan of 60,000 tennes per amrnum capacity. In 1988-89, the
production of LPG was 25,493 tonnes. OIL has established itself
as one among the top ten profit making corporations of India.
However its profits go to the central exchequer «only, which

60

amounts to nearly Rs, 250 crores per annum. Assam receives no

pecuniary benéfit frem the cperations of OIL in Assam.

The Indian 0il Corperation Ltd. XIOC) owns most of the
0il refineries of India. It has three refineries in Assam rep-
pectively at Digbei, Guwahati ard Bongaigaen. Another CPSU, 0il
& Natural Gas Commission is engaged in crude oil production.
Actuaddly ONGC produces more prude oil than OIL in Assam. In
national level alse production of ONGE greatly surpasses OIL.
In 1986-87 ONGC produced 27.86 million tennes of erude oil im

entire India against a bare 2.62 million tennes by OIL.51

The Hindustan Paper Corporatien Ltd. (HPC) runs two paper
mills in Assam, one each in Cachar and Nagaon. The Wagaon Paper
Mill situated at Jagirocad is the biggest paper mill in entire
Aslia. Howefér that makes it consume bamboo, the main raw material

52

alse in a huge quantity. Imn an earlier study, we had peointed

30011, A Corporate Profile, 0il India Ltd., Duliajan, 1990.

Slrreedom Forty-Story of 0il, Ministry of Petroleum & Natural Gas,
New Delhi gy 1988,

szaorkakoti S.K., Industrial Policy and its implicatien en Indust-

rialization of the backward regions, in Problems anéd Prospects of

Industrialization (ed.) by P.C.Goswami, 1987.




141

-out the necessity of captive cultivation of bamboo by the mill.

The mill authority did not take any such steps and is now fac-
ing acute problems due te rise in prices of bamboo in Karbi
Znglong, where from 80% of its hamboo come.s3 Both the Nagaon

and Cachar mills have capacity of 1,00,000 tonnes per annum. In
1989-90, they achieved capacity utilization of 70% and 47% resp-
ectively.>® Thus the Cachar unit is not running properly. Lack
of adequate power supply is one main reason of that. Producti-
vity of Nagaon unit can be improved further by installing bala-
ncing equipment including fluidised boiler. Several paper dealers
totd us that the papers produced at Jagiroad were not even and
hemogeneous. The management must improve the functioning of the
mill. There is no reason why it cannot achieve the feat of Hindu-
stan Newsprint Ltd. in Kerala, another HPC unit, whose capacity
utllization exceeds 100%,With investment of Rs. 310,7 crores and
ks 384.89 crores respectively, the Cachar and Hagaon mills have
already accumulated a total loss of Rs. 380 crores.s5 Thus the
two mills have already become weak industries proving eur ear-

lier fear to such end.56

53Assam Tribune, April 9, 1988.

54Economic Times, May 25, 1990.

55Economic Times, May 3 , 1990.

56S.K.Borkakoti, Op.cit.
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The Hindustan Fertilizer Ceorporation Ltd. (HFC) owns and
operates a fertilizer complex at Namrup, set up earlier by ers-
twhile Fertilizer Corporation of India (FCI) in 1969. Since then
there have been two majer expansions, Namrup II in 1976 and
Namrup III in 1987. The total investment in the three plants is
Rse 400.16 crores. Production capacity is 3,48,600 tonnes of Nit-
rogen per annum.57 However the production is not up to the mark.

In 1987-88 it was only 1,54,878 tonnes achieving capacity ukili-
zation of only 44.4%.58 The low capacity utilization can be as-
cribed to the problems of inadequate availability of raw material,
obsolete and old design machinery and inefficient management. The
factory suffers from locational disadvantege alsc. Since the mach-

ineries are mostly imported, non-availability of the spares in

time increases unpreductive hours.

In power sector, North Eastern Electric Power Corporation

Ltd, (NEEPCO) has established a hydel project at Kapili. It has
plans to set up another 270 MW combined cycle power station at

The Coal Tndia Ltd. (CIL) operates several mines in upper

Assam. Of late their open casts mining in Ledo and Margherita

area has caused great public resentment. Increased deforestation

57Hindustan Fertilizer Corporation Ltd., Namrup Fertilizer Com-
plex, Namrup.

58Assam Tribune, February3, 1988
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has led to decreased rginfall in these areas. Agricultural
l1ands in the surrounding areas have lost fertility due to
deposition of contaminated soil. The natural water sources also
Bhve been contaminated. Sulphur content in these waters has
risen dangerously. This shows that while the profit from the
the CPSU's have gone to the central exchequer, the state has had
to bear with the evil effects. Effluent from Namrup fertilizer
factory alsc has contaminated the water of nearby Dilli river.
Quality and yield rate of nearby tea gardens have also fallen.
pischarges of toxic and coloured effluents, including mercury,
from the paper mills into the nearby rivers and water SOHICES

have endangered human existence itself.59

All these indicate that the CPSU's functioning in Assam
have been highly detrimental to interests of Assam. Against that
aAssam has not been compensated. In 1985-86 income accrued to
Assam from her oilfields were only Rs. 65 crores whereas the
central exchequer received more than Rs. 1250 crores.60 It is no
use having some industries just in name. The existing CPSU's

in Assam have little or marginal effect on the economy of Assam.

It must not recur in case of any @ould be unik in future.

59
Assam Pollution Control Board, Guwahati, quoted in Economic

Times, May 13, 1989,

60
Sharma A.K., Who owns 0il and Gas in Assam, Assam Tribune,

August 20, 1986,
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5,17 Availability of Finance

As stated earlier, the scheme of subsidies, seed money and
concessional finance should be made very selective. Because reso-
urces are scarce for a state like Assam. It cannot afford to spend
such precious resources in non-priority areas like service indust-
ries while manufacturing industries in the thrust areas remain
underdeveloped. Concessional finance is supposed to help the entre-
preneurs minimise their risk. But the risk is far less in service
industries than in manufacturing industries. So these facilities
shou@@ as far as possible be restricted to the industries in the
thrust areas i.e., agro-based, textile and petro-chemical based
industries as wellngs to other manufactmmzing industries using
local raw material. Industries using new technologies and indust-
ries assuring high employment generation for the local populace

also can be offered concessional finance.

Regarding the flow of finance from the scheduled commercial
banks, availability and timely disbursement should be ensured.
More than concessional rate, it is timely and adequate availabi-
1ity of finance that matter for the industries. Delay and inade-
quacy create problems like time and cost over-run leading to
sickness. Flow of finance from the scheduled commercial banks
should be abundant for backward areas like Assam. But as seem in

table 5.3, the credit-deposit ratio of the scheduled commercial
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banks was only 51.6% in Assam in December 1987 against all‘India
61% . In order that Assam can make up for her backwardness, the
rate of investment and economic growth should be higher here

than all-Tndia. So the credit-deposit ratio of the banks should pe

riecessarily higher. in Assam than in India as a whole. Re re_

commend the target ratio as 80% for Assam. However it shoulq pe
in phases so that the economy of Assam can absorb the increageg
flow of money. To the possible agpgument that all these money
would ge outside the’; state to purchase capital goods, we pro-
pose that it can be checked by developing the capital goods in.
dustries in Assam. Already Assam is a leader in the productiom of
tea machinery, There is no reasen why machinery for agre-based

industries, textile mechinery including power-looms etc. cannot

be preduced here.

A strong case for the increased flow of bank finance to
Assam is the low level of primary accumulation of capital in the
state. Thus there is a scarcity of capital. Next, the commercial
lendings stipulates the entrepreneurs to manage their affairs ip
professional manner which is lacking when the finance is avail-
able at concessional rates. The concessional rates tantamount
to concession for inefficiency and loss. However we are not plea-
ding a case for stoppage of all concessional finance except to
non-thrust, non-manufacturing industries. Third, with the plent-

iful scope for industries in the presently backward areas the
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investment by the lending institutions should earn geod returns,

But the trend is not a welcoming one. The total investment
by the all India Financial Institutions in Assam till 31 March
1987 was only ks, 263.65 crores which is only 0.9% of all-India
total of Rs, 29,153.43 crores (both disburéements}_. The per-
centage of sanctioned amount was even less 0.76%. The per capita
assistance sanctioned for Assam was only Rse151.92 against all-
Tndia Rs. 574,97. The sanction for Assam in 1986-87 was enly
Rse 50.94 crores which was only 0.68% of the tetal Rs.7466.8

creores. 61

The credit deposit ratio of these institutions as on June
1985 was only 53,3% for Assam, when developed states like Maha-
rastra, Tamil Nadu, and even Orissa secured 90.8%, 98.6% and

92.8% respectively.62

Of the state level financial institutions, Assam Financial

corporation (AFC) is the most important. It came into being in
1954, Its jurisdiction  covers Meghalaya, Manipur and Tripura
also, in addition to Assam. However most of its activities are
in Assam. Till 31st Match 1987 it sanctioned loan of Rs.3264.67

lakhs to Assam which is 91.08% of its total lean sanction.

61Baruah T.L., Flow of Finance to Industries, Assam Tribune,
May 4, 1988,

621 pid.
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Activities of AFC is increasing gradually. In 1986-87 it sanc-

tioned loans wotkh ks, 753 lakhs against previous high of Rs.407

lakhs in 1981-82.%3

The loan sanction increased even further to Rs. 12.91 cro-
res in 1988-89. Out of this, Rs. 11.76 crores were sanctioned to
632 units in Assam. %he cumulative sanctioned loans of AFC in-
creased to ks, 58,36 crores in 31st March 1989. These were &xten-
ded to 2,968 units, out of which 2,801 were in the small-scale
sector.64 Thus AFC has pre-dominantly helped small scale indus-

tries. The increasing amount of loan sanctions over the years

also suggests the comparatively greater efferts made by the’ASCm

Gana Parishad government in the second half of eighties.

However as we said earlier in the case of all India Finan-

eial institutions, AFC also offered excessive patronage to service
industries as well as tertiary sector. This happened because AFC
offered loans under the refinance shemes of those national finan-
cial institutions. So naturally the pattern of financing became
similar. Mamimum loans of AFC have been given to road transport

operators. In total 271 RTO's were given loan of Rs. 447,81 lakhs;

63
Baruah T.L.,
AFC: A catalyst for industrial growth, Assam Tribume, March 22,

1988,

64Economic Times, August 1, 1989.
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this was 15.28% of the total loan sanctioned upto 31 March 1987,

However the major beneficiaries of AFC were the Plywood

industries and the saw-mill units. Till 31st March 1986 total

85 such industries were financed by AFC.65 Though as a commerc-

ial organizatien AFC did well to finance such forest-based indus-

tries of the state, actually Plyweod industry has done enormous

harm to the state economy. A33 over the globe deforestatieon has

created problems for people. Scientists attiibute the increased

floods in Assam also to the denudation of forests in the state.
14 be totally excluded

In such a case plywood and saw mills shou
units also

from all financial benefit. Expansion of the existing
should not be allowed unless department of forest, pollution

control board etc. give clearmnce for the same. The industrial

policy should categorically declare it so that a clear guide-

line is set for financial organizations like AFC.

The pertfolie investment of AFC need to be re-examined and

an attempt be made to concentrate in the thrust areas we have

specified e.g., textile, agre-based and petro-chemical industrye.

Regarding the loan procedure,the corporation has simpli-
fied it to a great extent. Now the entrepreneurs need not regis-

ter mortagage deed. The branch manager and regional managers have

65
Baruah T.L., Op.cit.
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been authorized to sanction loan upto Rs. 50,000 and Rs.2,00,000
respectively. An equipment £inance scheme for existing units

has been statted to give loan upto Rs. 60 lakhs for purchase of

additional machinery or equipment.66

However the operation of AFC need to be expanded greatly.
fhough it is doing well the coverage should be widened. For that
the capital base has to be enlarged. Presently it has authorized
share capital of Rs. 10 crores and paid up share capital of
Bse 5.22 crores only. The corporation is raising fund through iss-
ue of bond. Tn 1986-87 such fund was Rs. 260 lakhs which was about
one third of its total sanction in that year. IDBI refinances
jts loans to a considerable extent. In 1986-87 it was Rs. 343 lakhs.

7
put that can be increased still further.6

5,18 Suggested features of industrialization drive in Assam

&n industrial programme drawn out for Assam long back

pointed out several features to be included in an industriali-

zation strategy.68

These wWwere roughly as follows:

(a) Assam being a boarder area calls for urgent develop-
ment.

661bid.

67 pia.
68

Industrial programme for the fourth plan for Assam, NCAER,
New Delhi 1966, pp. 5=7.
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(b) The prime need of Assam is of spreading Scientifje
and technological outlook among People. Vocationg)
training is one side of the planning. Another jg te
develop small scale industries with involvement of
local entrepreneurs, local capital and local labour;
this would be an autmnomous factor in the growth of

local resources.

(¢) Large scale ventures should be in those areas where
the state has advantage of natural resources as well
as where there are great &inkage effects to faciljta.

te further industrial growthe.

(d) The need based consumer goods industrf#s which haye

good need locally can be set up in small scale secter,

(e) The resource based industries, if they have wide mar.
ket outside the state and if they can stand in market

competitions, should be established in large scale

sector.

(f) Growth of Small Scale Industries depend on agricul-
tural productivity. If agriculture growth rate is less
than the population growth rate, per capita avail-
ability of agricultural produce falls. The surplus
avallable for industrial purposes also falls. However

in case of large industries, their growth will depend
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(9)

(h)

(1)

(3)
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on change in all-India supply and demdnd,

Administrative units smaller than district may
be given full-fledged industries effice if the

district is too large or industrially important.

There is scope of developing entrepreneurship

among the non-tribal section of the pepulation,

Delays in the preparation of suitable detailed
project gepotfts, delays in acquiring land, non-
extension of power line in time and many other
such reasons have delayed the implementation of

industrial projects in Assam.

In priority, the local resource based industries

come first. Next come the industries "which serve
as important inputs for the development of primary

and other sectors of the economy".69

wphe small industries in Assam have to cater lar-

gely to local demand for consumer preducts. Hence

a special survey to assess the requirement of con-
sumer products in each district, both by types

and quantities, has to be undettaken."” 70

69

70

Ibid., p.18

Ibid.' pp. 21"220




CHAPTER VI
CAPITAL, LABOUR AND MARKET FOR INDUSTRIES

6.1 Need and source of capital

Capital is one of the basic factors of production.

Actually it is a produced means of production. But it deter-
mines the quantity, quality and many other dimensions of the
production process., For instance capital influences the choice
of technology. The technology again determines the mode of
production and the quality of the products. Thus capital deter-
mines the quality. Savings, a major source of capital again
determines the investment amount and thus capacity of produc-
tion, So capital also determines the quantity of production.

A whole host of parameters involved with the production process

thus hinge upon the capital factor.

Industrialization and for that matter all sorts of
economic development call for investment of capital. So capi-

tal accumulation is a top~-priority in the economic agenda for

any ecomomy.

This necessity of capital accumulation is all the more
important for the type of economy which in our representative
model is the landlocked and subsistence agriculture economies,
These economies perform at an abysmally low level equilibrium,
To break this equilibrium and to generate growth forces so as
to 1lift it to a higher level equilibrium, a massive invest-
ment programme. ig necessary. Such investment programmes gener-

ate ecenomic forces that enceurgge more and more
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investment in different sectors. However for all investments

capital have to be accumulated.

However, generation of the required capital i.e. the
process of capital formation is not Vvery simple. Because
to generate capital present consumption has to be sacrificed,
Nurkse said, ".... society does not apply the whole of its
current productive activity to the needs and desire of
immediate consumption, but directs a part of it to the
making of capital goods, tools and instruments, machines and
transport facilities, plant and equipment - all the various
forms of real capital that can so greatly increase the efficacy

of productive effort.......... The essence of the process,
then, is the diversion of a part of society's currently avail-
able resources to the purpose of increasing the stock of

capital goods, so as to make possible an expansion of consum-

able output in the future."1

The source of capital accumulation is savings. Thus the
problem of capital accumulation finally boils down to that
of savings, So in any discussion of capital accumulation, the
behaviour of savings has to be analysed. Because in the ulti-

mate analysis the key to the capital problem lies here.

1Nurkse R., Problems of €apital Foimation in underdeve-

loped countries. p.2
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However, there is one more source of capital accumu-
lation. But this is not so prominent and so significant
like the source of savings. It is foreign aid and foreign
borrowing. It accounted for 5.7% of total investible
resources in the sixth plan? The remaining 94.3% of the
resources came from savings. That is why we have identi-
fied the problem of capital accumulation with the problem

of savings,

6.2 Capital formation in India: Rate of savings and

Investment

We should therefore do well to analyse the savings
gscenario of the national economy. It is not possible to do
this exercise ' for the Assam economy as data are not avail-
able. Moreover there has been no census in this state. So
in any case no up-to-date picture could have been obtained.
Therefore we opt for the next best alternative - Indian
context. The average picture of Indian economy is however
far better than Assam's oncounts ef. agricultural or general

‘economic conditiens.

2phe Sixth plan (1980-85)
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Table 6.1

Net Domestic Savings as percent of Net National

ITncome at factor cost.

(both at current prices)

Year Percent
1950 - 51 5.7
| 1955 - 56 9.7
f,' 1960 - 61 8.7
1965 - 66 11.6
1968 - 69 10.7
1973 - 74 14.1
1978 - 79 22,2
1979 - 80 19:54
1981 -~ 82 1489
1982 - 83 12.5
1983 - 84 12:9
1984 -~ 85 12.2
1985 - 86 15.0
1986 - 87 14.4

gource : Compiled from Report on currency and Finance,
Reserve Bank of India

From the data it is seen that the aggregate savings ratio
considerably increased in India in the late seventies. It

rose from 5.7% in 1950=51 to 22.2% in 1978-79. This is a
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considerable achievement even by international standard.
Between 1968-69 and 1978-79 the ratio more than doubled.
Such rise was possible because of a steep rise in marginal
Savings ratio: which increased from 16.8% during the third
five year plan to 39.4% in 1978-79. It acquires added
importance in view of the fact that the non-monetised sector
accounts for as much as 20% of India's GDP. Also populat-
ion growth rate has increased from 1.35% in 1941-51 to 2.1%

in 1970-81,3

However the savings ratio fell down considerably in
the decade of eighties, From the peak of 22.2% in 1978-79
1t fell to as low as 12.2% in 1984-85. This fall must be due
to a steep fall in the marginal savings ratio. In the eight-
ies a consumerist culture set in India. With the opeming up
of the Indian economy to the international economy as part
of the conditions set by the International Monetary Fund
(IMF), a massive innovation took place all over. Specially
there took place an automobile revolution. All these brought

down the savings ratio.

For economic development this savings should be conver-

ted into capital by way of investment. But the capital

3Aggrégaﬁersé#inqs'of-fhe‘Indian Economy, P.K.Mitra,
New Delhi, 1986, pp. 29-31

R e e



157

formation has not been of an egual order. There is reason for
that. Some capital is consumed by way of depreciation; then
there is capital losses or destruction. SO gToss fixed capital
formation should be necessarily higher than the net investment;
and it is the latter which eguals the net savings. But in the
context of investment we should consider the gross fixed capi-
tal formation in order to get a full picture of the capital

scenario. It rose from the level of 9% of GDP in 1950-51 to

19.7% in 1978=79,

Table 6,2

Gross Fixed €apital Formation as percentage
of Gross Domestic Product
(both at current prices)

Year Percent
1970 - 71 15,66
1975 =~ 76 17.88
1978 = 79 19.7
1979 = 80 19,33
1982 - 83 20,14
1984 - 85 19,54
1986 - 87 21,65

e e R P T S P S W T

Sources Compiled from Report on Currency and Fianace, 1981-82
and 1987-88,
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This shows that there has not been a very exXtra-ordinary

ghange in the investment scene, as is generally made out to be.

The gap between the net demestic savings ratio and gross fixed

capital formation is accounted for by several facters. Non-

monetised capital formation in the rural sector and foreign

savings are two of them. Another reason of the rise in the

investment rate in the 70's was the higher inventory in food-

grains. Even if the excessive high growth years are left out

of consideration, the average annual rate of inventeory invest-

ment in the decade turns out to be 2.5%.4 And that is 1 per-

centage point higher than the earlier decade.

Thus as a whole there has not been a sea-change in the
investment scene over the decades. and if we estimate the gross

fixed capital formation at constent price (1970-71 prices),it

was found to rise from 11% of GDP in 1950=51 to about 18%

of CDP in the end of 1970's. This seems sensible. Because

the rate of growth of national income has remained almost

constant at 3.5% per annum during this entire period.

There is an important point to be noted here. while the
net domestic savings as percent of national income started to

fall after 1978-79, the gross fixed capital formation as

aving in India 1950-51 to 1979-80,

4 "
Capital Formation and S
1982.pp.44-48,

Report of the working group on savings, RBI,

5Ibid
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cercent of GDp almost remained constant. It 1S because the

consumption of fixed capital is rising. which is a distyupy._
indg phencmenon. Fixed capital consumption now absorbs 3.

; ing.® Littd
most one=hglf of the gross domestic savinde e Wonder,
the gross fixed capital formation as percentage of GDp
almost consistently stand 50% higher than the net dOmestic

savings as percent of net national income.

However one point deserves attention here. It is trye
the savings and investment rates have not changed much over
the years. But When seen in absolute value they are not very
insignificant. Savings and investment in the region of 18-22y
of GDP are quite respectable. Against this backdrop the 3,5%
annual growth of national income calls for examination of

investment portfolio etc.7

6.3 Savings & Investment at national level

As mentioned earlier the foodgrain inventory is very
high in India. Even excluding the excessive years 1t stood
at an average 2.5% of GDp in the 1970's. Then there is the
investment in high capital intensive projects like power
generation, transmission and distribution. At the end of

1977-78 nearly 44% of total fixed capital in the entire

bReserve Bank of India, Annual Report 1988-89, p.4

Tcapital Formation and Saving in India, op. cit
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. factory secter came under this head. And at that time this power

gector had a fixed capital to value added ratio of nearly 10

against a leas than 2.5 in the entire factory sector as a whole.
suagh investment theeefore checks national income growth.8 Addi-

tionally theee are éther factors like inefficient capital use,
ander-utilization of capadity etc. Also there is the investory

puild-up in the government offices because of installation of

computer, antomatic copier and such other devices.

Thus contrary to common belief the savings-investments in

tndia did not start from too low a base in percentage of GDP.
t due to many

Then there have been further rise in these. Bu
Thus the

factors, returns have been less than proportionate.
incremental capital output ratio (EEZOR) has become Very highe
Now if we went to analyse whether this aAll-India experi-

ence can be repeated in Assam's case we have to first examine

the sectdpal savings in all-India scene.

8rpid.,
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Table 6.3

Percentage of Savings of the Different Sectors in
Total Savings - All India.

Year Public Domestic Household Total Total
Sector Corpora- Sector House- Domest-
te sect- Finan- Phy- hold ic Savi-
tor cial sical saving ng

assets assets.

(a) (b)

1950 - 51 17 .7 GoD i T12.3 75,8 100
1955 = 56 11.5 6.2 39.7 42,6 82.3 100
1960 = 61 20.5 2.3 31.8 38.4 70.2 100
1965 - 66 27.5 4,3 34,5 33.6 68,1 100
1968 - 69 1946 1.9 292 533 7845 100
1973 = 74 18.6 543 39,1 37.0 76,1 100
1978 - 79 19,3 Lo 37«3 41,7 79,0 100

Source: P.K.,Mitra, Op.cit., p.34. He computes the data from
RBI occasional papers, June, 1980.

It is seen that the public sector accounts for about one
fifth and the household sector about four-fiffh of the savings,
The share of domestic corporate sector is minimal. Now in the
context of Assam and for that matter any backward region the
public sector is almost non-existent or very weak. In fact by
the dictates of industrial policy of India, Assam should have
received considemable attention as a backward area. But that

was not to be. So the public sector savings would be negligible
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here. In the absence of infrastructure and other facilities

+he domestic corporate sector also has not developed much.

So the sole hope lies on household sector.

6.4 Level of Savings in Assam

But the income conditions of people in Assam is worse

than all-India. In 1980-81, the per capita state domestic

product of Assam was Bs. 1,242.30 against all-India Rs.1, 557.00

(both at current price)? Then even as late as 1981 only 10.3%

of Assam's population (projected) are urban against all-India

23.3%.10 This is important because in India as much as 81.73%

of total savings accrue in urban area (in 1976=77). Rural

savings in Tndia has fallen from 25.54% in 1950-51 to 18.27%
in 1976=77.11 with a slow pace of urbanization Assam therefore

cannot hope to change her poor savings situation very soon.

Her population is pre-dominantly rural. she is lacking in a

bulging urban population who could generate a lot of household

savings. These generally come through the income of salaried

class as well as the private business in unorganiged sector

which are mostly run by the household sector.

9Statistical Handbook, Assam 1981; Basic statistics of North
Eastern Region 1887,
10Basic Statistics of N.E.Region 1987

11P.K.Mitra, op.cit., pp. 52=53
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A rough idea of the comparative position of Assam in

monetary savings can be sought from the amount of bank ad-

vances. Because the latter tending to be a proportionate

figure for investment would also be prOportionate to the savi-

ngs amount. In December 1985, the advances of the scheduled

12
commercial banks in the state stood at Rs. 507,31 crorese.

I+ turns out to be 10.62% of the SDP of Rse 4,777.3 crores
13

|
i
i

for 1985-=86, How pathetic is Assam's condition can be

easily seen from the fact that at the same time the total

bank advances in all-=India stood at Rs. 56, 325,94 crores. And

14
that was 28.78% of net national product of Rs. 1,953,707 CrOres:

A cause of the low savings in Assam may be the all-

pervasive powerty in the state. According to a report,as much

as 73.67% of the population in Assam lived under the poverty

line in 1970-71.15 The poverty line was considered at monthly
income level of Rs., 48 for Assam against Rs. 40 for all-India
the more

since cost of living was 20% higher in Assam. And
disturbing phenomenon was that while 77.38% of rural popula-
tion lived under poverty line, in urban Assam also as much as

40,14% population were poor.

12Basic Statistics of N.E.Region 1987.

135¢atistical Handbook, Assam, 1987.

14Basic Statistics of N.E.Region, 1987.

15Fifth five year plan Draft, Vol III, Flanning and Development
Department, Assam p.l
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A reason behind the activeness of the household sectq,
in Tndia as a whole is the increasing availability ang Pene.
tration of financial instruments. The financial intermeqj_
tion ratio increased from 0,33 in 1955-56 to 0.78 in 1976-7716
However Assam does not have such a wide availability of bapj
etc. On 31st March 1987 Assam had tetal 981 bank branches
while there were 53, 265 branches in all India(on 30.6,86) 17
Against the all-India average of 0,13 lakh DErsSOnS per branch,
a branch in assam has to cover 0.2 lakh personsSe. However
that generates some hope that increasing the number of fingn_
cial institutions will bring a change in the savings scene,
Presently there has not been much effort by banks in Assam to
encourage investment and thereby more income which will
generate more savings. The credit deposit ratioo of scheduleqg

commercial banks languished at a mere 51.39% (on Dec. 1986)

against all Tndia 63.02%.1°

However even a better banking net work also would not
drastically change the household mavings in Assam because of
her wide~spread poverty and pre-dcminant rural character,
Therefore the solution will have to be explored in the public

sector., So,for any major industrialization drive the capital

16P.K.Mitra, op.cit, pp. 52-53

17Basic Statistics of N.E.Region 1987
18Ibid.
191pia.
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will necessarily have to be supplied by the government. In
the long run a private corporate sector can also be expected
to come up if a group of entrepreneurs emerges from the
scanty urban population. However in the near future the onus
of supplying industrial capital will squarely lie on the

public sector.

6.5 Role of Labour in Industrialization

In the context of industrialization, labour is an impor-
tant factor to reckon with. No wheel of industry can roctate
without labour., Labour is an elementary input in economic
production unit. Land, labour and capital are the three major
elements. Labour constitutes part of the variable expenditure
of any production venture. Thus labour dominates and rules the
general production decisions as well as determines a major
part of the cost of production. &ften the economic viability
of a unit depends on the quality and role of the labour

force.

Labour force consists of two categories - skilled and
unskilled, The proportion of these two in industry depends
on the technique of production. The mdre sophisticated and
capital intensive industries need higher proportion of
skilled worker compared to unskilled workers than a less so-
phisticated industry. The labour intensive technology calls

for greater use of unskilled labours.
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6.6 pPre-dominance of Labour-intensive technology in India

Historically India has been subjected to the fate of
having to do with labour intensive technology. There are many
reasons for that. First, the colonial legacy left India with
some industries. But most of these were simply mineral eXtra-
ction industry using labour intensive techniques. Second,
India is a highly populous country. So the political decisions
and welfare economics have impelled the planners to go for
labour intensive techniques so as to give employment to the
bulging work force., Of course the second five year plan was
an exception. Following the Mahalanobis model, it gave top
priority to capital good sector and encouraged capital inten-
sive technology. But subsequent plans took the strategy of
balanced growth of the economy and development of labour inten-
sive industries as employment growth became an imperative.
Third, the country started from a depleted economic state at
the time of independence., For diverse reasons she has been
unable to strengthen her resource position significantly.
Dependence on external borrowing is going up every year.zo
Thus there is resource crunch that rules out proliferation

of capital intensive projects. Also the import content of

2
OAs on March end, 1989, India's total outstanding foreign

medium and long term debt stands at Bhout Rs.76,000 crores
or over $50 billion. If short term liabilities are inclu-
ded the Bebt exceeds ks, 82,000 crores, This makes India
world's fourth biggest debtor after Brazil, MaXico and
Aggentina. (ET, March 13, 1989).
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_the capital intensive industries is very high, thereby necess-

itating greater expense of precious foreign exchange. Fourth,

the avowed socialistic pattern of society as professed in the

constitution of India calls for dispersal of industries in the

small sector rather than concentration in a few hands and

places. This lowering of scale of production necessitates

recourse to simpler and less capital intensive technology:;

capital intensive projects would need higher scale of product-

ion and they even would not break even at this low volume

production. Fifth, the rising pppulation pressure on land has

created underemployment and disguised employment in the rural

agricultural sector. So there is need to generate self employ-

ment by motivating these surplus labour force . to absorb

themselves in rural industries. These rural industries have

to be necessarily small and unsophisticated ones., Because

tgey face infrastructural problem, financial difficulty,

marketing hazards, lack of easy availability of know-how etc.

AS a result there is predominance of labour intesive

technology in different projects and ventures of India. This

suggests that there is greater strangth of unskilled labour

in the country's numerous industrial plants

6.7 Pre-dominance of Unskilled Labour

So in any analysis of industries and industrialization,

availability and performance of unskilled labour assume
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importance. That is, in the context of Indian industries,

the pool of unskilled labour plays @ key role.

coming to the specific, a packward region has further

problems. We find such a case in Rajasthan. A case study

. . 2
deals with the tribal workers of Udaipur éity in RaJaSthan.l

This region is a land locked one. The population is backward.

The tribal people from among whom these industrial labourers

come live in a subsistence agriculture economy. SO the place

in which the study was done has characteristics similar to

that of our case-study.

The Rajasthan study finds that the poor economic

condition of the people has made them g0 for employment in

industrial units. Even though the living condition did not

improve aftér coming to the industrial township compared to

their village life, the tribal people flocked to the indust-

ries. There they work hard and as casual labourer, because

with thett state of illiteracy or low literacy it is not

possible for them to get well paid jobe They did not learm

any skill while in village so as to get skilled worker's joh.

So they became temporary and unskilled worker. While so

becoming, they tend a hope that after sometime they will

21Tribal workers in an industrial setting, G.D.Kabra, 1987,

The study covers 160 tribal workers who work in different
type and size of industries. These workers came from the

nearby villages of the city.
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become permanent and that they would be able to learn some

skill so as to get themselves promoted. It has been observed

that industries like yarn and chemical have more such scope

than mineral industries. This means t+hat where there is

greater value addition in the manufacturing process there

is greater scope for promotion. BeCause there is greater

value addition in varn or chemical industry, the pay structure

also is good in comparisocon to mineral industry. The overwhel-
mingly unskilled nature of tribal workers 1is evident from the

paltry number of tribal workers in the yarn or chemical indus-

tries, which need mostly skilled worker. ID two varn industri-

es employing between 750 to 800 workers,tribal workers number

only 36 and 15. A 25 year old chemical industry has only 13
tribal in its 448 strong workforce. These findings suggest

hat the sophisticated value-added industries necessitating
skilled workers do not depend on tribal workers. So in case
such industry is to be set up in a pre-dominantly ftribal or
for that matter backward area first there will have to be skill

training arrangement.

Generally all the large scale industries are sophisti-
cated industries. So the share of tribal workers tend to be
low in large industries as a whole. And it is found true in
the Rajasthan study. It reports that many large scale indust-
Pfes employ only 2 to 4% tribal workers. From this study it

is found that the large scale industries de not get a smooth




170

sail in the backward areas as far as their labour Tequiremen
is concerned. Two such examples in North-East India are pyjj
Paper & Pulp Mill in Nagaland and parasuram cements Ltd, 44
Tezu in Arunachal Pradesh. Both of them depend on labourers

from outside their respective states.

Against that the small scale industries do not face
problem. These industries are based on 1loW volume, simple
technology production. They need unskilled workers at loy
wage rate. The poor marginal farmers and landless agricultu-
ral workers from the villages accept theseé jobs though the
conditions do not improve much for them. But they find the
work hours lessened than in agricultural operations in vill-
age and a greater degree of regularity of worke. That was why
in this study the tribal workers were found to constitute
more than half of total workforce in many small scale indust-

rises.

A very distinctive feature of the tribal workers is
their low level of politicization.2° They seldom pertake of
trade union activities.23 Also they live as a seperate social

groupy: among the workers, This may have created scopes for

22Not a single tribal was found to be member of any political
partye.

2360% of the tribals studied had no trade union membership., It
may have been due to their temporary, wasual status, But of
the members, only 2 were found to be regular attendants of
union meetings.,
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exploitation by the management. This may also be a reason for
low level of employment of the tribals in large scale indust-
ries. But these two traits work in favour of regular working

of industrial production, So the tribal workers were found to
gradually endear themselves to the management. Now this satis-
faction is of high importance for the entgepreneurs in back=-
ward areas. They cannot afford to lose production due te labour
unrest or a labour absenteeism. On both the counts tribal work-
ers have proved to be of strategic importance. This augurs well
for the cause of industrialization in tribal or backward people

dominated regions.

The findings of the Rajasthan study is Very relevant for
aAssam. Assam is a land locked and subsistence agriculture eco-
nomy. 10.9% of her population were tribal in 1971 against all
india 6.9%. Even a large chunk of the remaining population lives
like the tribals i.e. they depend on the nature for their
livelihood, as the agricultural sector engages 76.6% of the
state’s working force.24 With people from such background, any
large scale unit to came up in the state should enjoy good

industrial relation.25

24Economic Survey, Assam 1985-86

251n 1982 there were industrial disputes in 6 units only. 1n
1983 also situation was equally sakisfactory in AsSSam. In
1984, 22 units had disputes. But that too is not so high,

(Toid) »
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’ 6.8 State and Characteristics of work-force in Assam

As per 1971 census, Assamesé pppulation had a literacy
rate of 28.1% against all-India 29.5%. So on that count, the
peeple here are not less eager to innowations and industrial
enterprises than elsewhere in the country. 28% of the popula-
ﬁ tion are workers., The work-force is pre-dominantly male.
| Female workers constitute only 8% of the total.26

With rise in population and expansion of education the

number of educated unemployed is increasing rapidly. As on end

of March, 1986, the total unemployment figure stood at 6:45

lakhs. This indicates the availability of requisite work-foree
for any industrialization programme. It can also be noted that
as much as 53% of total joh seckers are educated.?’ Therefore

with some training, all the requisite skilled personnel requireq

for industries @an be had from within the state.

For vocational and industrial training, AsSsam has 11

T Industital Training Institutes (I.T.I) and 233 apprenticeship
f¥raining centres.But they are not utilizing thelr capacity fully,
In 1985, 2822 students were on the roll of the I.T.I's though

their total capacity was 3713. Again out of 233 apprenticeship
training centres, only 182 had training faeilities. <8

26Economic Survey, Assam, 1985=86

27
28

Ibid
Ibid.
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of training facilities indicat-

These under-capacity utilization
ssful trainees,

es lack of absorption facility for the succe

Therefore it can be said that Assam no more peses scarcity of

skilled and semi-skilled labourer for industries.

6.9 aAppropriate technology and i{ndustry-mix to suit Assam

In the context of availability of abundant unskilled and
ck of sufficient investible savings,

semi-skilled labourers and la
n for industries with

it may be suggested that Assam should go 1

labour-intensive technologys These require less investment and
dustries being capital

absorb more work force., Large-scale in
et up in the

intensive are not suggestible unless they are S
n mobilize requisite resources

public sector, The public sector ca
perscnnel. For the

and also arrange for in-house training of its
-gcale industries

private-sector we would recommend only small

with tested labour-intensive technologiesS.

e-industries have to be based on

Naturally these small scal
ilability of agricul-

lacagl resources. Considering the massive ava
can be set up in Assam,

tural resources, agro-based industries
ge local labourers.

These require small investment and cgn enga

The Regional Research Laboratory of Jorhat has came Up with
many technological innovations suitable for adoption by agro-based

industries.

Textile is another area where many local people can be

absorbed. Weaving is a traditional expertise among the Assamese




]
|

[
i
B
|
J

174

people. So the powerloom=based weaving complexes can be a suit-

able industry in view of its low overhead cost.

6,10 Problem of Small Market

A backward economy generally suffers from smallness of the
market for most of its products. And market is the most import-
ant factor for sustenance of the pace of industrialization. But
that growth force is unfortunately absent in backward areas.
The landlocked economies find it even WOrse. And when the

ncome condition of the

agriculture is at subsistence level the i

masses happen to be very low. This atmosphere is not conducive
So the indust-

to development of demand for industrial goods.
ries have to look beyond its frontiers. For instance Assam

gells most of her tea, plywood and crude oil as well as petro-
leum products outside the state and in case€ of tea even outside
the country. However that may not always be pessible. For an

independent country the export to another country has many as-

pects - political, social and financial - the hard currency

requirement which may not be available with her. For a region
within a country the problem is less se¥ere. Technically there

should be no problem at all as all regions within a country

constitute a single market. But in many developed countries

the regions have their indepsendent fiscal and other administra-
tive policies which hars or facilitates outside sellers. The

problem is worse for a backward region vis-a-vis developed
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fegions. The latter with their bettes infrastructural facili-

ties enjoy cost competitiveness a la backward regions. These

backward regions face economic and political barrier even

when deling with region within the same country.

However if the backward region can produce unique and

special products, it will develop a monopoly market in other

parts of the country and abroad too. In case of Assam, tea,
plywood, petroleum, muga-silk and endi-silk are such products.

put raw material problem and natural limitations may thwart

expansion drive as in case of muga-silk and endi-silk. Al&o

a general. industrialization programme targetted at economic
development and employment generation cannot remain restri-
cted to unique and special products. SO development of new

market outside the region is an imperative fofr the industri-

alization programme,
6,11 common Market strategy

Thus a common ailment faces the backward regions both
intra and internationally. Therefore it may be possible for
both type of economies to try some like remedies. Oone such

measure is development of common market.

The concept of common market has been popularized by the

success of European Economic Community(E,E,c.) common market,

The FEC has in its fold twelve countries. Tnitially it began
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with just six countries in the year 1957. Over the years it
has gained strength and now it accounts for as much as 40% of
international trade. This includes trade among the member coun-
tiries. If that is excluded their share still becomes 23%. From
this it is seen that the formation of the community has led to
a high trade among the member countries to as much as 17% of
the whole international tradé, Without the existence of the
copmunity each country would have had to compete with the all
other countries of the world to get share of other member
country®s imports. Their mutual trade would have been certain-
1y lower. Also their total trade vis-a-vis the rest of the
world would have been lower than present 23% level. It is seen
from the fact that when the membership of EEC had increased
from six to nine in 1973, India found her sugar export to EEC
checked. She was allotted a quota of 25,000 tonnes. This was
done to safeguard the interest of the new members of the comm-
unity. Because of these quota which gradually assumed greater
significance, India finds her exports to EEC almost stagnant
while imports continue to rise, rndia's import increased from
s, 1,008,14 crores in 1976-77 to Rs. 2,732.01 crores while
exports marginally increased from Rs. 1, 395,30 crores to

Rse 1,464.69 crores.29

2
9"J{s:n_;lama, April =15, 1982,
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Other such common markets are European Free Trade Asso-
Ciation (EFTA), Council for Mutual Economic Assistance (COMECON),
Association of South-East Asian Nations (ASEAN), Latin American

Free Trade Association (LAFTA), Central American Common Market

(cacMm) .

EFTA consists of those European Countries which are poli-
tically antagonistic to EEC member countries. But it has not pros-
rPered . well as the economically stronger countries inéluding
England are members of EEC. The COMECON member countries
Cconsist of East European and socialist countries. India enjoys
a special status in her trade with these countries, because of
her good rapport with the socialist block. The ASEAN member
countries have close liaison with the united States. So India
does not find much favour with aASEaN. All these show that the
common markets pose political problems and barriers for the
non-members. But the member-countries benefit in the process.

Newly industrillizing countries may find membership of a common

market an adequate insurance for assured market.

6.12 Necessity of big market for capital goods industry

It is well kwown that industrialization through emphasis
on capital goods helps faster growth than industrializations
through consumer goods., Because the capital goods gives rise to

eonsumer goods industry automatically since the products of
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Capital goods have to find market. This leads to development of
Capacity in consumer goods industry. But if one starts with
consumer goods, then capital goods industry may not develop and
these may be continued to be imported. So growthwise capital
goods industry is preferable, In this context alse common
markets assume importance. Because they offer a greater market
which is very essential for capital goods industry. A backward
economy may not affer the required market for the capital goods
within the frontier. And the developed countries being entre-
Bched in the world market as capital goods producer, a newly
industrializing country needs some protections_for her industry.
That is possible withinthe protective bariier of a common market
which is sufficiently large to offer a reasonable size market.

This facilitates production at optimum level.

This discussion about the necessity of big market .for
capital goods industry will have relevance in the present study
if we can put up a case for such industries in Assam. Earlier
in this chapter we discussed the scarcity of capital and low
savings in Assam and hence the advisability of setting up small
scale industries. But we also said that the public sector with
its enormous resource mobilization capacity could go in for
large industries. There may also be a consortium appreach by the
private sector. In view of the massive industrialization poten-

tial, there is enormous scope for capital goods industries in



179

Assam. In fact Assam has already earned a distinguished position
in manufacturing of tea processing machinery. Recently a plant
has been started for manufacturing printing machinery. Assam can
go in for manufacture of a wide range of machinery required for
agro-based industries as well as textile industries. These two
types of industries have been identified as thrust industries
by the present study alongwith petro-chemical industry. There
is a strong case for going in for vertical integration in these
areas. We have excluded the machinery industry for petro-
chemical industries, as there may not be other market for it
near and around Assam for different reasons. But agro-based
industries have good potential in other North-Eastern states

as well. And textile industry, specially powerlocms are coming

up every where. So the market of boarder countries like Bangla-

desh, Nepal, Bhutan and Burma can also be tapped.

The Latin American common market LAFTA hiad developed in
1961 with such an objective. Tnitially there were seven members
which increased to eleven numbers by 1970. However this group
was not successful in attaining a big common market. Initially
they had agreed to reduce duties and tariffs by 8%. However it
did not take place and was reduced to 2.9% in further negoti-
ations. One of the reascon to this opposition was the reali-
zation that the main beneficiaries of any tariff lowering will
pe the multinational firms who maintain production facility

all over Latin America and will be able to expand more rapidly
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than others to avail this new market. There was also strong dis-
parity among the members in the level of economic development
and their sizes. Argentina had GDP per Capita in manufacturing
eighteen times that of Bolivia. Such situation made the less
developed countries fear of domination by the stronger ones and
made them cautious. Another reason of the interregional trade
was the higher prices of Latin American manufactures compared
to produces from outside countries. So a country prefered to
import from outside than from another Latin American country.
another negative factor has been the change of governments in
Brazil and Aggentina following the formation of the group. The
new military rulers were oblivious to inter-regional co-opera-

tion. They wanted to export outside the continent as much as

they could and tried to do as much industrialization as they
could. Military rivalry and fear of one another's low cost

3
propelled these countries further on this path. &

6.13 Feasibility of common market for Assam

It is a mute point whether the concept of common market

i is applicable to a region within a country. Common market, as
it stands now, denotes only a group of independent and soverei-
gn countries which decide to lift trade barrier among them.

But it is our conjecture that the common market concept can be

3OIndustrialization in a Latin American Common Market, An ECIL
study prepared by Martin Carnoy, Brookings Institution;
PP. 13=27




181

very well extended to regions within a country. In that case
the member regions will maintain uniform fiscal measures. For
instance Assam and other north-eastern states have different
taxation rates. Also there are price-preferences and subsidies
in different degrees. Thus profitability varies in different
states. S0 a commodity which is profitably sold in one state,
may face unsurmountable fiscal barrier in another. A common
market strategy may remove these constraints and help create

a big market for the commodities.

Question is how can landlocked region like Assam form &

common market with other region ? She may do it together L

other North-East Indian states as well as West Bengal. TP€

whole North-East except Tripura had used to be one state.Rising
ethnic - based political aspirations have played havec on the
economic integrity of the region. While the political aspect
is beyond our purview we would recemmend the formation of @
common market here. Inclusion of West Bengal may be gainfully
considered. It is because this region would then acquire o
access which would make a dent on the constraint of landlocked-

ness.

In the formation of a common market due importance will

have to be given to the industrial requirement of the indivi-
orth-

dual states. Assam may benefit by an entry into other N

Eastern states; but may suffer if clubbed together with
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West Bengal as the latter happens to be well advanced in indust-

rialization. under such circumstances, a well devised list of

commodities may be prepared where different items suit different
member states and act as complementary to the others. However

there may remain necessity of production of already installed

capacity in some other items in which the respective states do

not enjoy the highest cost competitiveness. In such cases the

states concerned would find not only no market in other states

but also lose the domestic markets to other states. Under such

circumstance the commodities in question may be kept outside

the purview of the common market. SO We would recommend that

only a few commodities should be considered for the common

market to start with. These may be selected after detailed cost

analysis, which is beyond the pmrview of the present study. How-

ever the common market may devise plans for their industriali-

zation in a manner beneficial to all member states. They can

develop a complementarity in their industrial product-mix. For
instance #f Assam produces machinery for textile and agro-based
industries, Manipur can go in for electronics assembly industry.
The latter with a pure, pollution - free atmosphere and large

number of technically skilled personnel can comfortably develop

the electronics assembly industry.31 1f each member region thus

31The literacy rate in Manipur in 1981 was 41.35% against all-

India 36.,23%. Enrolment in 25 Technical and Industrial Schools
were 1,068 in September 1985 and 560 in the only Polytechnic,

(Basic statistics of N.E.Region, 1987)
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concentrates on the products it has edge over others, the common
market as a whole would become a formidable entity in trans-

! action and trade with outside regions. The chambers of commerce
and industries of the member regions can get together to nego-

tiate with outside regions. This would give a considerable bar-

gaining power to the common market as a whole. However the less-

on to be remembered ,here as learnt from the LAFTA case is

that there should be a safeguard against possible dissention by
any member state following change of her government. An enligh-
tened bureaucracy and actively participating industrial & trade

associations may ensure that.




CHAPTER VII

IMPORTANCE QOF TEA INDUSTRY FOR ASSAM

7.1 History of Tea industry in Assam

The history of tea industry in Assam goes back to 1820 when
Robert Bruce discovered wild growth of tea shrubs in Assam. His
brother Charles Bruce made an agreement with a Singpho Chief and
collected Specimen of that tea. However certain Lieutenant
Chartton also is a claimant of the status of discoverer of Assam
tea, But it was not until 1834 that the idea of commercial cule
tivation of tea took firm root; in that year Lord Bentinck, the
then governor general of India constituted a Tea Committee to
explore this possibility, With a nod from the committee the tea
cultivation was started commercially in 1835, the first produce
of which was auctioned in London in January 1839, The successful
cultivation of tea in the Brahmaputra valley led to its cultiva-
tion in Darjeeling in 1850, Cachar and Sylhet in 1856 and the
Dooars in 1862. Thus Assam has led the history of tea industry

in Indi do 1

To facilitate tea cultivation, the then Britlsh govern=
ment gave land to the entrepreneurs under grants and lease on

very easy terms, In 1895, lands totalling 85,000 hectares were

1 g.r. Tea, BAn Economic Times Survey of Tea Industry 1990
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given away to as many as 684 tea estates in Assam. Howevér

these gardens occupied a greater area of 3,67,000 hectares,

the additional land being used for purposes other than culti-

vation. Out of these gardens, 485 were in Brahmaputra valley

with 62,000 hectares of land under tea cultivation and 199

were in Cachar with 23,000 hectares of land under cultivation,

The total area under tea in Assam as a whole increased to

1,36,000 hectares in 1928 and numbet of gardens to 815, While

in the Brahmaputra valley the number of gardens increaded to

639 and area under cultivation to 1,13,000 hectares, there
were amalgamations among several Cachar gardens reducing
their total number to 176. The gardens in the Brahmaputra
valley also occupied 1,07,000 hectares more l1ands for non-
cultivation purppses and the total land occupied by the tea
estates of Assam increased to 5,27,000 hectares. This trend
of indiscriminate expansion stopped only after independence,
In 1951 the number of tea gardens in Assam stood at 1001 with

1,56,000 hectares of land under tea cultivation. The total area

occupied by the gardens was 5,97,000 hectares.2 At one time,

to be precise in 1938-39, the number of gardens had reached
1120, During that period, 4,86,250 labourers were engaged in

the tea gardens of Assam on a daily basis.

2 vol.I; World Agricultural Census,

Assam Land Revenue Mannual,
1970-71,

3
Administrative Reports of Assam, 1938-39
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Table 7,1

Number of Tea gardens in Assam, number of factories
area under cultivation, Productions, yield rate and

Employment,
1970 1975 1979 1282 1985
No. of gardens 752 757 769 793 844
No, of Factories 587 589 586 575 576
Area under cultivation
(thousand hectares) 180 189 195 211 216
Production
(Million Kgs,) 212 263 284 299 353
Yield rate
(Kgs. per hectare) 1178 1393 1452 1415 1631
Daily labour empléyed
(thousand) 394 402 450 462 484

Sources: (1) Econopic Survey of Assam 1981=82
(2) Statistical Hand Book, Assam, 1987

The tea gardens have generated considerable employment.
As in 1985, about 4.84 labourers were engaged in the tea gar-
dens on a daily basis, Also it is seen that the employment has
been steadily rising, In 1970 it was 3,94 lakhs, whence it
increased to 4,02 lakhs in 1975, then to 4,5 lakhs in 1979 and
to 4,62 lakhs in 1982, This rising trend is a positive charac-

teristic of the tea industry in Assam



187

7.2 production and ykeld rate of Assam Tea

ITn tea, Assam occupies the most important place in India.

In a total crop of 674.21 million kgs. in 1987, Assam contri-
buted 368.6 million kgs i.e. 54.74%.0f this, the Brahmaputra
Valley contributed 333.4 m. kgs and Cachar contributed 35.2 m,
kgs. This 1987 tea production was a record output which was
49,6 million kgs higher over the 1986 output. Of this increase
in productions the Brahmaputra Valley alone accounted for
30.13 m. kgs% The Indian tea productions increased even further

in 1988 to reach 701 million kgs. Of this. Assam produced 372
million kgs,5

In 1985, the Brahmaputra valley had 1,82,342 hectares of
land under tea in a total of 632 tea estates. This shows the
area~wise dominance also of this valley in the Indian tea culti-
vation, which covered an area of 3,90, 978 hectares in 1987. And
in entire Assam there are total 844 estates govering 2,16,117

hectares as in 198B.

This valley region has an yield rate also above the
er 7 4 Y
tional av age. In 194 t was 963 kgs. per hectare, nearl

ogse to 1750 kgs
150 kgs. above the all-India ratee Iin 1985 it

standard,
*rea Industry, a special feature of Business

February 1989,

dustry 1990;
SE-T-Tea: An Economic Times Survey of Tea IN

Economic Times September 23, 1989,
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Whereas the all-India rate in 1987 was 1641 kgs. However this

Yleld rate does not compare well with that of the south Indian

States which had an average of 1,894 kgs in 1986. Tamil Nadu
% Plantations boast of the highest yleld rate in the world at

L 2, 346 kgs. Karnataka also does well with 2,147 kgs. But the fact
; TéMains that Assam teas command better prices as tea grown in

i ASsam gre of very high quality. Rainfall and soil are the two

‘ determinants of tea quality. The alluvial soil of the Brahmaputra
Valley is rich in lime, potash and magnesium required for lux-
#riant growth of tea plants. However the lands should be well-
<Irained for tea cultivation. Tea cannot be grown in water-logged

And flooded areas. So tea is cultivated only in high lands and on

=1lopes of the Monadnocks on the two banks of the river Brahmaputra.

x~h€ Valley has more than the minimum required rainfall of 80" per
a2 nnum, There is sunshine for average six hours daily. No wonder
wile the guction in the south fetched an average price of

R~ 22,08 per kg in 1987, the Assam tea Crop as a whole could be

valued at an average ks, 25 per Kg.

73 EXport of tea

International reputation of Assam tea is really enviable,

TrzJia had entered the London tea auction in 1839 with Assam tea,

Tra 1989, to commemorate the 150 years of Assam tea in London

maket a special auction was held with the choicest tea from Assam,

AsSam tea has given considerable price edge to Indian export.
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In 1986 India exported 203 millicn kgs. against the top exporter
sri Lanka's 207 million kgs. But the Indian tea was walued at

$ 460,6 million whereas Sri Lanka earned bhly $ 328.1 million.
Thus though-. vclumewise India's share in international market was
20.9%, her share in value terms was 36,.16%;and Sri Lanka earned
only 25.7% in value on her 21,.3% vblume-wise share. (In 1987 India

surpassed Sri Lanka to export 203 m. kg. against the latter's |
B \
201 m.kg.° In 1988, India even bettered it to export 222 m.kg.') ‘

7.4 Value - added tea

The tea industry holds enormous potentiality for this state.
In récent years there has been a shift in the eXxport market in
favour of value added tea. This is reflected in the rise in price
of packet tea and tea bags. Between 1977-78 and 1987-88 the unit
value of packet tea rose from Rs, 20,60 to Rs. 34.30. The same for
tea bags rose from Rs. 47,5 to ks, 66.1. But unfertunately India's
export of the former decreased from 25.2 million tonnes to 23.9
million tonnes, whereas in the latter there was a small rise from

0.39 million tonnes to 0,54 million tonnes.8

6Business world, December 7-20, 1988, p.>59.

7 4
Tea, Economic Times Special Feature April 1989.

8All these tea data here are from 'ThRa Industyy', a special

feature of Business standgrd, February, 1989,
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able teo cash in on the boom in the value

Thus Tndia has net been
the uUnilever

added tea market abroad, In the domestic market,

group of companies i.e. Lipton Tndia. and Brooke Bend deminate
with & combincd market share of about 95%.° However the vig-
erous entry of Tata in this area with polypacks has given them

a respectable share in this 130 m.kg. makket in 1988.10 The
tbtal size of the domestic tea market in 1988 was around 479

million tonnes.11 The packaged tea thus had a share of about 27%

of this. But there were times when this share was higher than

50%. So we gee that the potential in this;areé whether inside
or outside the country remains grossly under-exploited., However
the situation is sdowly changing. The three sSeasons ending

December 1988 saw regitlar 3 to 4 percent growth per annum in

package tea. The pouch gea grew at an even higher 7 to 8 percent.

some credits for this certainly goes to the innovative effort by

Tatas., This had enthused many tea gardens to take to packaging.

Big names like Macneil and Magor also have entered the field.

A favourable factor has been the narrowing of the vast gap bet-

ween the prices of loose tea and packaged tea owing to superior

packing techniques and better distribution channels.

9
Business World, October 12-25, 1988, p.70

10
Business World, May 10-23, 1989, Pel3

11
Economic Times, Calcutta.

Data Bank' 89 ,
12
Economic Times, April 20, 1989,
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7.5 Profitabllity

The importance of the tea industry, however, 1s underscored

by the fact that except in the year 1986, which saw a drop in

production of all tea growing countries, Indian tea output has

been steadily rising. This industry has been earning good pro-

fits, In 1986-87, the 10 best tea companies registered an ave-

rage profit after tax to net worth ratio of over 20%, whereas

the all industry figure was a mere 9.8%-13 So the tea industry

is endowed with considerable potential. And it is really heart-

ening to know that this industry is now almost wholly owned by

the Indians. There are only 3 major foreign OWRELS = Unilever,

Tnchcape and Gordon Fox. Together they account for 56,75 milli-

on Kge. which is less than 10% of the country's total produc-

tion. In the Macneil & Magor, the biggest group of tea compa=

nies in the world, the controlling authority is now an Indian

for the company's Indian operations. So compared to the earlier

vears when the entire profit used to be taken out there is now

scope for investment of the same within the country and some

part of it in modernizing the tea industry itself.

13
Business World, December 7-20, 1988, Pe29
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7.6 Improvement of gquality:

The industry holds scope for further improvement in quality

and productivity. The results of research conducted by Tea Rea-

gearch Association has increased the yield of member estates.

In seventies this increase was 400 kj.per hectare. In eighties

the member estates have had 65% higher yield than non member

estates.24Research work done in Sri Lanka has shown that tea

grown in warm conditions contain higher flavour inhibitors.,

This explains the secret of the aroma of Darjeeling tea., But

this alsc gives hints as to how to improve the flavour of

Assam tea. A massive afforestation campaign which will bring

ender control the present ecological disturbance will some-
what depress the temperature. This in fact is an imperative

as the increasing deforestation has raised average temperature

which should tell upon tea quality. Of course there are other

culturing and processing details that have to be taken care

of for gualitative improvement,.

7.7 Ancillary industries:

Centering around the tea industry many ancillary indus-~

tries can develop and flourish. The tea industry needs a let ef

= of Business Standard,

Tea Industry, a special feature
February, 1989, p.31
Improving quality of tea, by V.Agnihothrudu in the Hindu

15
Survey of Indian aAgriculture, 1988, pp.78=79
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machinery every year. The size of this machinery market has
been estimated to be of Rs.40 crores per annum.16 As the land
under tea cultivation cannot be incfeased any more due to
abnormally high pressure on land from increasing population,
the productivity and gualitative value of tea have to be rai-
sed., This is an imperative as the country has set a target of
1200 m kg. production by the turn of this century. In this
respect technological innovation may help. So bhere is scope
for introduction of more sophisticated equipments and machinery
in tea industry. This means that the gize of the tea machinery
mgrket can greatly incregse. This possibility increases further
if the cgse for semi-automation of the teg harvesting can be
established, This necessity has appeared in the wake of increa-
sing scarcity of labouress. With increasing urbanization and
wide~gpread upward social mokilization, the tea garden labour-
ers are gradually abandoning thils vocation and their families
can no more be counted upon to carry on with the legacy. As per
an estimate a tea garden loses upt® 200 kgs of production per
hectare during peak season due to labour .c:.hortage.1'7 However
that cannot be an argument for mechanization and labour displ-

acement as the loss is not significant in a vield of 1750 kgs

16T9a Tndustry, a spedial feature of Business Standard, p.58

17Tea, Economic Times Special feature, April 1989, p.o37
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per hectare. But there is certainly a case for increasing the
production capacity of the labourers by equiping them with some
semi-mechanized harvesting tool. There is scope for research on

this area.
7:5 Management

The management of tea industry leaves much to be desired,
The defaulters were mainly the indigenous owners who were stead-
jly increasing in number and proportion. These owners who oper-
ated on small-scale lack centralized efficient management style
that characterized the European ownerse. This was the reason why
many of the former had to close shop during the 1952-53 crisis,
fki The number of tea estates in Assam came down from 999 in 1950 to
786 in 1953, Of these 786 aw many as 173 were estates of below
100 acres size; they together accounted for a mere 0.65% of
total Qutputola The fact that the state now has even lesser num-
her of tea €stites can be ascribed to this problem. But this also

v : gives a clue as to how to rejuvinate the ailing small estates,

LS
S

Effective measures may be taken to amalgamate oI co-cperativize
the small estates, so as to achieve economy of scale, One éestim-

ate has given the optimum size ®f a tea estate te be in .the range of
19

Y, : 800=~1000 acres with employment of 1,000-1,500 workerse.

18 : .
The Eccnomic Development of Assam, P.C.GosWarl, Second Edition,

1988, pp. 164, 308

191pid., p.165.
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79 Optimum size of tea estate and economy of scale

As per our thinking the minimum size of a tea estate

should be 200 hectares (or 500 acres). This is seen from the

following table.
Table 7,2

Size-wise area and production of tea estates - 1978

Size class of Total area Total produc-
Estates covered(as on tion(during 1978)
31 March, 1978) (in ‘000 kgs)

(in hectares)

Upte 8.09 hectares 9,524 171
(20 acres) (2,6) (0,03)

Above 8,09 hectares & B;015 6,200
upto 50 hectares (2.2) (1,2)
50 - 100 hectares 12,797 12,884
(3.5) (2.4)

100 = 200 hectares 46, 344 61,582
(12:7) (11.4)

200 = 400 hectares 1,229,022 197,563

T 354,.3) (36.6)

Above 400 hectares i1,59,380 2,60,970
(43.7) (48.4)

Total 3,65,081 5, 39,370
(100.0) (100,0)

Sogrce: :

Bombay,

Note

10=-11,

Report of Committee on Financing of tea industry, RBI,

1981, pp.
: (1) The figures in bs&ackets are percentage to tokal

(ii) The total production arrived at here may not be exactly

country's total production due to error in coverage.
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Tn the above table it is seen that the total production
of the tea estatesin a size class is less than proportionate to
their total area covered in the case of size classes upto 200
hectares. On the other hand for the estates above 200 hectares

the production is more than proportdénate to the area covered,

another point to be noted from the above table is that as
the size class goes up their share in total production picks up
consistently at a higher rate, This means that any size class
enjoys better economy of scale than the classes smaller to it,
A Tea Board study shows a correlation between size of the holdi-
ngs and the productivity.20 The policy recommendation of it would
) be to go for as much bigger size one can go for even if the 200
hectares mark cannot be reached. In this context it can be noted
that the tea estates of the Brahmaputra valley has an average size
of 288.5 hectares.21 This is better than all-India level of 30,7
hectares. This may be the secret of better performance by Assam
in all-India context, However things can really impmeve only if
g the smaller ones among these tea estates are amalgamated. In 1985

only 163 estates of the valley had acreage of above 400 hectares

20Report of the committee on Financing of tea industry, RBI,

Bombay, 1981.

21Calculated from 1985 figures for Assam and 1978 figures for
India.
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. each.22 Some may say that performance of public sector Assam Tea

Corporation with 15 gardens under it does not make the attempts
for consolidaticn leck attractive. This corporation has accumu-
lated loss of k. 35 crores upto Dec. 31, 1987. But then 7 of the

15 gardens were acquired sick.23

Though it is not a problem now, which is a boom period, tea
may face slackness in demand periodically. In such time adequate
attention should be paid to develop the dairy and sugar industry.
According to an estimate in a cup of tea the two ingredients milk
and sugar account for 30% and 43% of the material cost while the
tea powder itself costs only 19%. Remaining 8% is accounted for
by fuel.z4 This means economy in these other factors of production

can cushion any rise in tea price.

7.10 Sound financial state

Finally, this industry has got the scheduled commercial
banks involved with itself. Their outstanding credit rose from

B5.108.39 crores in December 1974 to Rs.219.24 crores in December

25

1979. Such rate

22Tea, Business Standard Special feature, Feb 1989, p.44

23Government Statement in Assam Assembly, Assam Tribune, May 17,

1989,

24Tea, Economic Times Special feature, April 1989, p.4l

2
Saeport of the Committee on FPinancing of Tea Industry, RBI,

Bombay, 1981, pp. 24-25,

- b b
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of growth is really encouraging.

among the tea producing areas the north—-eastern region
(Brahmaputra Valley, Cachar, Tripura) has been maintaining good
financial health. Tt is evident from the fact that while other
regions were drawing credit above the 1imit this region has not
fully utilized the limit. Amyway its 61.6% share in outstanding,

which is lower than its 66.5% share in limit, proves its domin-

ant éyatus.zs

7.11 Head-quarters of tea estates

Another point worth noting here is fhat of location of
head-quarters of the tea companies. They are located in metro-
politan cities whereas the.gardens are jocated far @¥ay. In any
financial dealing with bank lot of communications have tc be made
with Ffactory office at garden for information and other techno-
econcmic gppraisal werk. This delays the banking operations which
affects the tea company in turn. To remeve such inconveniemce the
head office should be nearer the garden. This lends suppert to
the popular demand of Assam to shift the head office of the
Stat?'s tea companies from outside the state. However at the
same time the leading banks should alse establish well=-equipped

branches near tea garden areas like Upper Assam and should dele-

gate adequate discretionary power to these branch managers.

261p4d, p. 26
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Besides the interests of the tea estates, there is a strong
case for the transfer of the head-quarters on the interest of the
tea producing areas also. If the head-quarters of the tea~estates
of Assam are shifted to within Assam, then only local youths of
Assam can hopefully be employed in these tea estates. Becguse
recruitment of personnel in the tea estates are done by their heagg.
offices. In our earlier hypothesis also it was shown that a regiop
could benefit from the industries within that @egion only if it
employed pecple from that region., Also an industrial concern cona
tributes a considerable sum to the public exiheguer by way of
taxes etc., It is also an unfair state of aﬁﬁairs that while the
state of Assam is effering facilities to the tea estates, the
revenuve frmm those estates are being received by other states,

where their head-guarters are situated,
Tel2 Grievances of the Tea gardens and their assessment

All the gardens surveyed in the present study opined that
the tea industry is highly taxed. In 1977, when the tea industry
had experienced a boom after 20 years of depression, all the state
governments where tea were grown raised the agricultural income
tax to an unprecedent@d 75%. This raised the tax incidence on
the income of tea industry to 65% as compared to 50% for other
industries.27 In 1990, the agricultural income taxX was increas@at.

83% in Assam taking the tax incidence to 67%. Further, a lavg of

27

Economic Times, September 23, 1989.




e —

200

50 paise on each kg. of green leaf was imposed. Also the rent

of tea bearing lands were increased five fold.28

However all these grievances sound a bit too much, Because
as we have pointed out in the present study, the tea gardens have
occupled plenty of cultivable land of Assam. According to an
estimate, 10% of the cultivabze land of Assam remains under the

occupation of the tea industry.29 Needless to mention, ever and

abeve this, a major chunk of the land earmarked as 'waste' also

remains in the occupation of the tea gardens. They are also encro-
aching upon the adjacent 1ands.30 Not only this, some gardens

are cultivating in their reserve lands too, but not showing it in
their returns. In one instance it was found that the actual area

under cultivation was about 50% more than the recorded area.31

Also, the tea industry cannot be said to have contributed
a very significant amount to the state exchequer by way of rewenue,

Becguse even with an annual tgmnover exceeding fs. 1000 crores, the

tea industry brings a revenue of barely above B, 3 crores,

28
Economic Times, February 11, 1990 and april 16, 1990.

29Economic Times, July 30, 1990,

30
At least seven tea gardens of the Charaideo sub-division
in Sibsagar district encroached upon 289,57 hectares of
government land and cultivated tea there. (Economic Times,

March 25, 1990).

31544,
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3.5 crores are received by way of the statés share in

3
income-~tax etc. which accrue to the central government, 2

Another Rs.
Also

the tea industry ploughed back very 1ittle to their gardens.

1971 and 1981, they invested Rso 158 crores in the gar-
35.8

Between

dens of Assam which means an average annual investment ©f Rse
crores only.33 This has created a belief that the tea garden

owners are interested in taking out the profit to invest else-

where. Such resentment among the members of the public, espegi-

ally the youth community, has made the owners and managers of

tea gardens in the state targets of attack, even in the literal

sense, Mr. Surrendra Paul, Chairman of Assam Frontier Tea Ltd,

as well as Mr. D.Choudhury, Chairman of Assam Branch of Tea

Association were assassinated by the members of United Liberation

Front of Asom (ULFA). The latter also suggested that the tea in-

dustry in Assam sets up a welfare corpus of about Rs, 100 crores

to undertake developmental works in the state.34 All these have

made the tea garden owners sit up. Not only their previous res-

entment over high taxation stopped, they also started to volun-
teer funds for welfare activities. The Macneil and Magor Col Ltgq,

has taken a lead in this respect. They are now setting up a

32
News letter of states, All India Radde, Januray 13, 1988,

33
Economic Times, June 26, 1990.

34Ibid.




202

school near Tezpur on the pattern of Doon schoocl, at -an esti-
mated cost of R, 20 crores.>> They have also instituted an
annual literary award of BRs, 1 lakh and established a Focotball
Academy at their Monabari tea estate. This change of heart

is a welcome sign and should go a great length in assuaging

the hurt feelings of the people of the skate.

35Economic Times, July 2, 1990,

L
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CHAPTER - VIII

SCOPE OF AGRO=BASED INDUSTRIES IN ASSAM

8.1 Present position of Agro-based industries in Assam

Agro-based industries has a leng history in Assam, dating
bakk to 4th century B.C.Camphor, perfume and such other commodi-
ties were produced in Assam in those days. In the late medieval
period, sugarcane crushing and mustard oil pressing were the major
agro-=based industries.1 However the actual development of agro-
based industries started in early mineteenth century, when the
British traders start@d investing in tea in Assam. Factories had
to be established to process the tea leaves. The tea processing
industry has developed greatly and is now the biggest agro-based
industry ef the state. In 1985 there were as many as 576 tea

processing factories in Assam.2

Wwith the development of urbanization and increase in number
of population engaged in occupation other than agriculture, other
agro-based industries like rice, mill, wheat mill, edible oil
processing mill etc. came up in the state. There were 2,989 lice-
nsed units of rice mills in 1985-86 with a capacity of 22.7 lakh

tonnes per annum.3 Number of other agro-based industries are diven

1Baishya P., Agro #ndustries in Assam, in Agriculture in Assam
(ed.) by P.C.Goswami, Guwahati, 1989.

28tatistica1 Hand Book Assam, 1987

3Baishya P. , Op.cit,
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in table 8.,1. However they are only small-scale industties .

It is seen from the table that wheat &, flour #iills, edible

s | 0il mills and bakery units comprise the majority of the #ndus-

7 '1 - tites. There weré respectively 334, 276 and 222 nos. of units

, pol of them,
Ciﬁ.vlg;
o | Table 8.1
,_.3.4.‘ j Number of agro-¥mdustries in Assam registered
& % as SSI units (in 1985)
Pl ol
T
gdof . Name of industry Nos. of Units.
{ i
W 1., Wheat & flour Mills 334
)
2 ol 2, Edible oil Mills 276
ﬂ{‘dr{
7 3, Pulse Grinding 20
“ 4, Spices Grinding 69
30
dq ! 5., Beaten rice preparation 31
‘g:f.' /
¥ 4 | 6. Khandsari 2
o
y ﬁd i: 70 Bakery 2922
i |
res
A0 8, Confectionary & Candy 44
A 9, Fruit Processing 6
Al | 10, citronella 29
i ; 11, Jute Processing 5
|| 12, cattle feed Processing 2
Sources Balshya P. AQLO industries in Assam, in Agriculture

in Assam (ed.) by P.C.Goswami, Guwahati, 1989,
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The other agro-based industries were pulse grinding, spice grin-
ding, beaten rice preparation, Xhandsari, confectionary & candy;

fyuit-processing, citronella, jute processing and cattle feed

processing.

In the medium & large scale sector, there 1is one jute mill
at Silghat and two Sugar mills at Barua Bamun gaon (Dergaon) and
chargola (Cachar) respectively. There was yet another sugar mill
at Biswanath Chariali, but it became sick and closed. In these
two industries i.e. sugar and jute, there is sufficient scope
for expansion of capacity in the state. IR jute, two smaller mills

have come up in the private sector £o0.

It is worth mention here that the development of agro-
jndustries in Assam so far have been in the traditional items.
Non=traditional commodities are almost absent in the product-mix,
However of late a few such industries also have come up. For
instance, caffeine, citronella oil, Agar(perfume), Match, water gnd
fire resistant board,plywood etc. are now produced within the
state., Out of them Match and Plywood production units are found
in medium & large scale, while the rest are produced in small -
scale sector. There are also many saw mills in Assam. Actually
the saw mills, the match factory as well as the plywood produc-
tion units are forest-based industries. However we have included
the forest-based inf@lustties also generally under agro=based indu-

stfies in the present study. The tables 8,2 and 8.3 giver.the
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annual availability of different forest resources as well as

agricultural products of Assam.

8.2 Agricultural resources and their utilization in Assam.

Assam and for that matter the entire North-East India
abounds in natural resources. The plentiful resources remain
grossly under-utilized. A major reason for that might be the
absence of user industries of the products which might be made
of these resources. However this is also not entirely true.
Because on that count the starch industry should have been well
developed as the state has several paper mills as well as jute
mills. However the erst-while sick condition of Ashok Paper Mills
(Jogighopa) and Silghat Jute Mills may have kept the Hemand low,
With the re-opening of the jute mill at Silghat and regular .
running of Jagiroad Paper Mill, Cachar Paper Mills, Brahmaputra
paper Mills(kalapahar) as well as the nearby Tull Paper and pulp

Mill in Nagaland, the starch market should pick up.

The region produces enormous quantity of agro-residues also,
These are rich in chemical products. One such product, Caffeine,
is being made from tea-waste. There are three caffeine extraction
units in Assam viz. Assam Pharma (Jorhat), Assam Caffeine (North-
Guwahati) and Ahimsa Chemicals (Nalbari). The first of them is
lying sick due to managerial inadequacy. But the other two are

doing exceedingly well. In fact the M/s Assam caffeine has

bagged national productivity awards too. Success of these
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units proves the possibility of establishing industries which 4o
not have local market. Because the market of this industry lies
outside the state. The pharmaceutical industry has not geveloped
here so as to generate a market. But since the item is an import
substitution item it cemmands good market outside the state. Also
pbeing located at the heart of tea producing area, the industry
does not face problem of raw material which otherwise has little

use.

another highly abundant agro-residue is bagasse which happ-
ens to be a by=-product of sugar industry. It has high non-fibrous
cell content. This precious commodity is not being exploited which
is a sad thing for the cause of industrialization. May be these
down-stream industries have not been developed as the main indus-
try viz sugar continues to be sick. A reason for that is said to
be inadequate avaklability of sugarcane. Extension of sugar culti-
vation as well as captive cultivation may be the only answer. IEf
the sugar industry is revitalized it can help develop several
down-stream industries. The sugar mill at Barma Bamun gaon has a
distillary unit which produces °Toofan® brand of wine. Such in-

dustries can be established in bigger scale too.

As rice happens to be staple food of the pecple of the
state, paddy occupies a pride of the place among agricultural

commodities. There are many by-preducts and wastes available in




this crop e,
9e rice straw, rice husk, rice bran etc. All these

are sourceof valusble chepicals like Silicon, Furfurnol, Alco-
hol, Mono-sacharaaaes etc. These profer &n unlimited scope

of industries throughout the state. The spatial dispersal as well
as decentriliZation of the industries, can be truly achieved
here. The abmnggni raw material available gives these industries

Table 8,2

Annual availability of some
forest resources in Assam.

t

ForestT Tresource Annual availability
Bamboo 1.35 2akh tonnes
sawn Timber 21,205 Ccubic metres
_plywood class Timber 3,000 = "

Pulp Wood 91,636 "
Poles 8,000 * i
- Matech Wood & Pulp Wood 7,497 ¢ L

Fire Wood 1,13,000 * g

Source : Thiyagarajan V., Development of small scale industries
in the N.E.region, Paper of the seminar on 'Small

Industries Development,' Guwahati , 1985,
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‘ Table 8.3

Production of Agricultural Products/Wastes in Assam

| Agricultural Comm@edity Annual Production in
‘ Assam in 1985-=86

\‘ Nal, Khagari, Bhutan Grass - 5,50,000 tonnes

} Rice = - 28,46,600 "
g | Maize - - 12,100 ¥
\ Small Millets - - 5,100 "
Tbk Wheat - - 1,00,500 i
| Sesamum seed - - 7,400 ©
g ol castor seed - - 1,000 -
" Rapeseed & Mustard " 1,37,700 ®
Linseed - - 4,000 "
| Tobacco - - 2,900 .
| Sugarcane - - 19,71,800 ®
| Jute - = 11.78 Lakh Bales(of
‘: 180 kgs)
E% cotton o -“ 2,000 Bales (of 170
b kgs.)
A | Tapioca - - 9,400 ¥onnes
o i sweet Potato - - 27,400 "
A potato - . 3,08,800
el o - B 64,300 ©
P Chillies - o 6,300 ®
4 J,;&‘ Coconut - - 57 million nuts
P Oorange - - 17,000 tonnes (in 1980)
Pineapple - - 34,000 L L
Banana - - 2,60,000 = "
Papaya = - 40,800 2 1
4 Tea - = 371.75 million kg.
. (in 1988)
5 Sources s (1)

—

Statistical Handbook Assam, 1987

(2) North Eastern Council, Publication no. 14,

1981
(3)

Souvenir, Institution of Engineers (Indias),Guwahati,
29th Annual General Meeting, January 9-10,1988,
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As S€en in table 8.4 many industries, mostly chemical,

can be deVeloped in Assam based en agricultu

ral and forest
resources.

These products have demand almost anywhere in the
world. so there is no demand preblem in the context of these
industries, However there are other issues to be taken into
censideration, per instance the selection of sites - for these
industries is a very important matter. Beczuse there will hawve
to be guaranteeg availability of raw material. The industries
have necessarily to be located near such places where the agri-
cultural Products or wastes are available in plenty. It is true
that the agro-based industries are less capital-intensive than
other industrieg and can be easily established in rural areas
also. But the marketing requirement necessitates a centralized
network which can undertake the work of collection of the Pro-
ducts, standardization, branding and marketing of them. It ."is
actually a bounden duty of the government bodies like Assam

Agro=Industries Development Cerporation Ltd.

8.4 Power shortage

In several industries power poses problem as they happen
to be power intensive industries. In such a case, Goswami sugg-
ests setting up of hydel power plants near the locatien of the

t economics
indﬂl:try.4 This may be a captive plant, if the cos

4The Economic Development of Assam, P.C.Goswami, 2nd edition

1988, p. 188
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permit that. In that case the plant will necessarily have to

be a mini plant which means there may be many such units all over
the state. Because the river Brahmaputra and its tributaries
span the entire length and breath of the state. However a better
option would be the setting up of medium capacity power plants

which would cater to a cluster of industries around each of

them,
8.5 Advantage of Agro-based industries

Some experts opine that though Assam is rich in other
resources like minerals, it is however only the agricultural
resources which can be commercially exploited without much
time leg.5 We also accept this opinion. Because in most other
industries, specially in mineral industries a massive infra-
structure base has to be made which is almost totally absent
in Assam except for in case of petroleum. Also capital inten-
sive ventures are not feasible for a poor economy like Assam,
The Agro-based industries will have lower capital-labour ratio
which means there will be greater employment opportunity here
for the same level of investment compared to other industries.
The technology involved may therefore be simple and unsophisti-

cated, This means they can be easily duplicated at rural level.

5
'Keynote Address' D.N.Barua, souvenir of 29th Annual General
meeting of Institution of Engineers (India), Guwahati,
January 9-=10, 1988,




Thus these industries offer an enormous scope for rural industrj-

alization. This will generate employment for the unemployed and

under-employed work force in agricultural sector.

There is an additional attraction for the agro-based indus-
tries. Generally in industries like mineral etc. the raw material
extraction and transportation lead to massive pollution. Numerous
atmospheric pollutants like sulphur oxide etc. are emitted in the
production process also. These assail the eco-system and result
in elimatic problems. Vegetation as well as the inhabitations of
the locality suffer from numerous ailments due to these pPollution
and the ensuing climate change. But against such horrible affairs
associated with mineral etc. industries, agro-based industries
offer a better picture. They use agricultural products or resj-
dues. Thelr acquisition is a part of the agricultural farming which

is part of the eco-system. Rather the use of agro-wastes gemoves

the farmers' problem of how to dispose them.

8.6 Problems of Raw-material procurement

Though the state abounds in agricultural raw materials,
there is a problem in their collection. Many of the areas in the
state continue to be inaccessible and hazardous which hinder the
acquisition of agro-products. For instance though the stgte has
a rich forest of Sal tree spanning an area of 1200 square miles,

their seeds are not collected. It has not been possible as
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Sal forest is dense and the penetration into the deep forest

for the purpose of seed collection is risky and dangerous. S0

the Sal seeds which is a rich source of oil continue to be
wasted. However, a little bit of planned way of acting upon
ake the sal seed collection poss-

can remove the difficulty and m
iendidly. The

ible. Becguse other states are doing this work sp

orissa government collect about 2 1akh tonnes of sal seeds per

6
annum through their forest corporation of tribals.

Tt is not ondy collection but the subsequent transport-

ation also that pose a problem. The transport network of the
state continues to be ravaged by flood every year. So the link

among the different places of Assam remain completely cut off
for a certain period of the year. Some of the places do not

have any transport and communication facility worth the name.
So it is natural that though raw material are there, a large

part of it cannot be made available immediately.

This porblem will cost these commodities dear which are

seasonal and hence perishable after a short time span. Their
problem can be solved by introduction of many small cold stor-

ages throught the state. In the case of other commodities the
user industries can build up a buffer stock or raw material

inventory for tidying up the lean supply caused by flood

61bia.

— — = =
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disruptione.

In case of some agricultural items we are ignoring their
low availability. One such instance is sugarcane€. AsSsam produ-
ces less than 2 million tonnes of sugarcane per annum which is

less than 1% of the all-India production of 210 million tonnes.

A well formulated scheme for extension of this crop is an imper-

ative. Because in addition to increasing sugar production, there

is scope for wide range of chemical industries to be developed.

Alcohol, which can be produced from mollasses, have many deri-

vative chemicals. Chemicals like acetal dehyde, acetic acid,
acetic anbydride, acetone, ethyle acetate, polyethylene and sy-
nthetic rubber can be produced from alcchol. Thus a sugar mill

can be a nucleus for a big industrial compleX.

7 : ;
H.N.Kaul, Economic Tlmes,

'Bread banding of Sugar industry,’
April 10, 1989,




CHAPTER IX
A POTENTIAL GROWTH FORCE FOR ASSAM:

PETRO=-CHEMICAL INDUSTRY :

9,1 Importance of petre-chemical industry

India has been a regular imperter of bulk quantities eof
petro-chemical products aleng with petroleum. These tweo items
have always kept the country's import hill high. She imports
huge quantity of crude oil and partly refined petreoleim preducts,
These are imperyed from members of OPEC ceuntries like Ifan,Iraq,
saudl Arabia, Kwalt, U.A.E, etc. as well as nen=0PEC ceuntries
like U.S.S.R. The eil price shock of 1973 made the ceuntry sit
up and think fer alternatives. As an aftermath, the indigeneus
petroleum preductien and expleratioen picked up. This has had
effect not only on the rising trend of petroleum import but alse
that of petto-chemicals. With the fermer beceming a preminent
impert substitutien industry the latter alse earned a like-wise
status., So petro-chemical inddstry has develeped at a quick and

unprecedented pace recently.

The productioen of petroleum products by the Indian refiner-
ies has increased frem 17.2 millien tennes in 1970 to 45 million
tonnes in 1987. However at the same time imports are alse increa-
sing. Prom R, 136 crores in 1970-71, the value of imperts ef

petreleum crude and partly refined petreleum preducts has increa-
2 The reaseon behind this abner.

sed to Rs, 4,083 crores in 1987-88,
mal rise is the rise in petroleum price in 1973 and then in late

elghties,

1Indian Ecenemy: Basic statistics, Reserve Bank of India, 1988,




ti
il

225

However the domestic crude oil preductioen is less than
the productien by the refineries as these refineries refine
imperted crude oil teo. The country produced 30.5 millien ton-

nes of crude oil in 1987 out of which Assam produced 5.3 milli-

2
on tonnes.

9,2 History of 01l industry in Assam

search of oil in India began with search in Assam for the
came. In 1866 Mr. Geedenough of Mckillep Steward Co. drilled a
well at Jeypore in Assam and struck eil. In 1382 Assam Railway
and Trading Cempany (ARTC) acquired the necessary permission
for o0il exploratien, 0il was struck at Digboi in 1889 under the

aegis of this company.3

After independence oil exploration was started in Assam
on a big scale. The Naharkatia and Moran eil fields were disco-
vered in 1953 and 1956, After that it was a continuous process

of discoweries over a wide area in upper Assam.

The Digboi eil refinery, established way back in 1889 is
the oldest werking refinery in the werld. Later two more refin-
eries were set up in Assam in Guwahati and Bengaigaon. Hewever

the main chunk of the crude o0il preduced in the state were taken

2 (1)Fréédom Forty-stery of oil, 0il India Ltd., and (2) Utiliza-
tion of Hydrocarben petential of N.E.India, S.Chaliha, Assam
Tribune, 15.2,88.

3Freedom Forty-Story of oil, 0il India Ltd,.




226

out to be refined at Barauni. A 1400 kms long fully automated
cross country oil pipeline system was commissioned in 1962 to
take crude oil from Naharkatiya to Barauni. In 1982, 0il India

Ltd. set up an LPG plant at Duliajan with a capacity of 55,000

tonnes per annum.

In fact Assam occupies such a place of pride #&#i the his-
tory of eil industry in India that a National 0il Museum is
going to be established in Guwahati. Some premier eil technelo-

gy research centres are alse being planned for Assam.

9,3 Growth Planning

The government of India envisages the growth of the petro-

chemical industry in India by 1995 as given belew.

Table 9,1

Projected Growth of Petro-chemical industry in India.

Projects planned Investment required

1, Three nos. of Crakers and Ole-
fenic complexes

@ Rs., 1500 creres each Rse 4,500 crores

2. Two nes. of Arcmatic Complexes

@ Rs. 900 creres each Rse 1,800 creres
3, Three nos. of Linear Alkyle Benzene

plants @ Rs. 750 crores each Rse 2,250 crores
Fer E#ight plants Totals RS.85,550 crores.
Seurce : Business World, April 12-25, 1989.

4

OIL a corporate profile, 0il India Ltd.,
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There will have to be almost equal follow=up investment
because of rising demand in the fellowing 5 years, taking the
total to touch Rs. 20,000 crores. And with smaller projects the
total investment rises to Bs. 26,000 crores by 2000 A.D. What

will be the exact figure considering cost over-run due to in-

flation is anybody's guess.5

New one of these gigantic cracker comblex is to be set
up in Assam. Already Assam Industrial Development Corporatien
has been given the letter of intent for the same. With the
follow-up investment and other smaller ancillaries the tetal
investment in the petro-chemical industry in the state because
of this complex would come to near abeout Rs. 5,000 crmres.6 This
would mean that about one-sixth ef the total investment enyis-
aged for the whele country would be spent in Assam only. Se
petro-chemical industry is the most important industry of Assam
both in size and importance. In Gujarat also, the petro-chemicals

industry radiczlly transformed the state econemy. This is why

5Business world, April 12=25, 1989.

1 nvestment proposed for the petro-chemical complex is Rs.2188,30
crores. It would have a break-even peint of enly 40.3%. The
internal rate of return prejected is 23,32%. Also the preoject
would iay back in just 5.01 years in spite of higher capital

- expendibture because of different gas sgperation units £8r OIL

and ONGC. All these prove the high feasibility of the project,
Regarding downstream industries, it has been estimated that as
many as 3,000 polymer based and plastic units can be set up in
SSI sector. (Economic Times, October 31, 1989) The government of
India has already sanctioned ks, 2,000 crores for the cemplex,
(Assam Tribune, 28 January, 1991). It will have 32 down-stream
projects toe. (Assam Tribune, 15 February 1991).
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we think this industry deserves a special place in any plan for

industrialization of Assam,
9.4 Workings of a petro-chemical complex

Now what are the functions of the petro-chemical complexes ?
A cracker plant cracks or fractionate different olefins ethylene,
Propylene and butadiene. Of these ethylene is the most impertant.
The feedsteck of a cracker plant is naptha, liquefied petroleum
gas (LPG) and natural gas. The former two can be had from petro-

leum refineries.

In aromatic complex, naptha and LPG are the feed stock,
Benzene, toluene and xylene are the products. From xylene, puri-
fied terephthalic acidfPTA) and dimetheyl terephthalate (DMT) are
preduced which are used in preduction of polyester fibres and

yarns,

Linear alkyl benzene (LEB) plant preduces this chemical from
kerosene. N-~paraffins extracted from keresene is reacted with ben-

Zene to preduce LAB, which is an ingredient for deeergent industry,

9.5 History of Petro-~chemical industry in Assam

Assam has raw material for all the three varieties of petreo-
Chemical plants. However till now the developments in this area
has been very poor. There is not a single cracker or LAB unit here,

During the establishment of Bengaigaon Refinery & Petre-chemicals

e

e e R Ty

S—
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Ltd.(gRPL), there were popular demands for a naptha cracker unit.
However it was not sanctioned. A small aromatic plant was commi-
ssioned in 1985 to preduce ortho xXylene and DMT. The production
capacities are respectively 6,000 tonnes per annum (tpa) and

45,000 tpa, 33,000 tpa ef DMT is being processed te preduce 30,000
tonnes polyester staple fibre per annum which is used in spinning
mills te spin polyester and ether blended yarnse. orthe-xylene can
be feed-steock for preductien of Phthalic Anhydride, which is used
in the Paints industry. But presently the orthe-xylene is being
sold as it is. There is a strong case for its conversien inte ptha-

lic anhydride se that the paints industry can develep in the state,

There is anether small petto-chemical complex in Assam, Known
as Assam Petro-chemicals Ltd. (aPL), it is situated at Namrup, APL

was commissioned in 1978, Its tetal investment is Rse 11.75 crores,

APL produces Methandl, Fermalin and petrelités. The proedie-
tien capacity of methanel is 7,000 tpa. Preduction in 1985-86 was
5,857 tonnes.7 This is a geod achievement at 83.7% capacity utili-
zation., But there is sufficient scepe for expansion in the preduct-
ien capacity itself. Because the BRPL itself uses 20,000 tpa of

8

methanel in its DMT plant. The APL has been quick to realize this

and a Rs, 30 creres expansion plan has been atarted. On its comple-~

tien the capacity will kise te 30,000 tpa.9

7Assam Petro-ch@emicals Ltd. Brechure.

?longaigaon Refdnery & Petro-chemicals Ltd. Brechure.

gAssam Petro-chemicals Ltd. Brechure.

1
z




230

9.6 Product-mix of a Petro-chamical complex

Let us now see what are the scope and pessible uses of the
important products in petro-chemical complexes. It goes without

8aying that Assam can have each and every product manufactured

here since she has raw material for all of them.

Table 9,2
Petro-chemical products and their uses.

Raw material product Uses Comment
Kerosene 1) Linear alkyl Detergents
benzene
ii) Apphaolefins Detergents also derived from
ethylene.
Natural Gas i) Urea Fertilizer It is preduced
via ammonia
ii) Methanol DMT and many
others.
1ii) Foermaldehyde Chemical Methanol is used
iv) Acetic Acid = DO = = DO =
|
LPG i) Ethylene DMT,PTA etc,
& 1i) Lew density Packaging Ethylene is used
polyethylene material, as feed stock,
Naptha bags °
% iii) High density Woven sacks, - DO =
Natural Gas polyethylene pipes, blow,
dnjection mould.
o Do =

iv)

Linear lew

density pely-

ethylene.,

Wires, cabkes
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contd=--=Table,
Raw material Product

LPG

&

Naptha

&

Natural

Gas.

V) Polystyrene

viii)

ix)

xi)

xii)
xiii)

xiv)

xv)
xvi)
xvii)

xviid)

xix)

vi)

vii)

AsS, ABS, Resins

Synthetic
Rubber (SBR)

Polyvinyl

Chleride
(pveC)

Alphaolefins

Polypropylene

Synthetic
Rubber (NBR)

Acrylic fibre

Butadiene

Methyle tertiary
butyle ether

Meleic anhydrbde
Butyl rubber
Carbon black
Poelyurethanes

Paraxylene

Oethe-xylene

Uses

Cassettes,
Tape recoréder

casing
Fridge lining,
Helmejit, Baggage
material.

Tyres, Tubes

pPipes, conducfts,
wires,

Detergent

Bepp film te
wrap food,
cigatette.

Tyre, Tube

Textile
synthetic
rubber

Chemical

Resins

Tyre, Tube
Tyre, Tube
Thermal insula=

tion, feot-wear,
feam cushion.

DMT, PTA
paints, etc.

Comment

Ethylene

is first
converted te
Ethyl Benzgene

-De‘

Ethylene is
made of Ethy-
lene Dichle-
ride,

Polyvinyl
alcohel is
made of
ethylene.
Propylene is
used.

Propylene is
used,

= DO =
Butylene and

butadienes
used,

= DO =
“m-
-m-

Xylene is
used,
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contd----Table.
Raw materiél Product

Uses Comment.
xx1i) Benzene Chemical
xxii ) Phenol Chemical Benzene is used
xxiii) Nvylon 66 Tyre, rope, = DO =
conveyor belt.
xxiv) Nylon 6 Nylen tyre - Do =
cord
xxv) Toluene Chemical
xxvi) Acetyline Dry cell Ethylene is used
black battery

Source : D,V. Kapur Committee Report, quoted in Business Worlg,
April 12-25, 1989,

In this context it can be noted that urea is a petro-chemi-
cal preduct but it is generally considered in a different cate-
gory i.e., fertilizer which has an independent status. Assam has

a large fertilizer plant at Namrup which preduces ammonia.
9.7 Under-utilization of raw materials in Assam

With the enormous reserves of 0il and Gas in Assam and
North-East as a whole all these industries can flourish like any-
thing. According te an estimate the region can preduce 10 millien
tennes crude @il per annum by 2000 A.D. It will be at reserve to
production ratio of 15:1 on the basis of proven geseurce @f 1

billion tonnes. The natural gas productien may reach 20 millien

standard cubic metres a day by 2000 A.D.10 That would mean a

IbUtilization of hyd@rocarbon potential of N.E.India,S.Chalibha,
Assam Tribune,

15.2.88,
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plenty of industries in petro-chemicals if the gas and crude oil
products are to be gainfully exploited. It is a @dad commentary
of present state that natural gas 1s being flared away at the
of 2 pillioen cubic metres per day in Assam out of present

rate
production level of 6,7 million @ubic metres. This is worth

R. 11.5 lakh per day.tl

The crude refining capacity alse is very small in Assam.
Some expansion plans are on the anvil to cater to the urgent

requirement. But as seen below, the expansion will be very mar-

ginal.
Table 9,3
Oil refineries of Assam and capacity
gi. Neo. Refiknery Refining capacity
Guwahati 0.8 million tennes. &
2, Digbei 0.5 " n
i Bongaigaon 1,0 " "

Total 2,3 million tennes

A fourth refinery is being planned at Numaligarh in joint Sector
with a capacity of 3 million tennes per annum. With it the tota)
crude refining capacity of the Assam refineries will become 5,3

million tonnes, Thus entire crude eil preduction in the state as

IlEcenemic Times 6.,5,89.
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of now wiij be locally refined. But considering the augment-
ation plan of crude oil to 10 million tennes per annum, only
half of the crude 011 production envisaged for near future will
be locally refined. This gives scope for developing some more
petro-chemical industries. In this context one cannot but feel
that the decision of diverting crude from Assam to Barauni for
refining has long deprived this state of the scope of industrial
development, While the total refining capacity of the 3 refine-
ries of Assam comfng to tekal 2.3 million tennes, Barauni alone
refines 5 million tonnes.t? Even with the proposed fourth refin-

ery the total refining capacity will just becube equal to Bara-
unil’s. While the 12 existing refineries of India process 48 mil-

lion tennes cruge (including imported crude) at an average of

4 millj
lion tonnes per annum.13 the three existing Assam refiner-

ies evew with local crude has an average capacity of just 0.77
million tennes each. all this smack of political manipulations

and deliberate deprivation of Assam of industrialization.

The country's first Ccracker cemplex, Maharashtra Gas
cracker Complex (MGCC) belonging to Indian Petro-chemicals

Corporation Ltd. (IPCL) is almost ready. This RBse 1,390 crore

project will save Rs. 600 crores of (* fereign exchange for the

gountry. It can be noted that this complex has necessitated lay-

ing of pipe line of 172 km. length to transport natural gas.1‘

Iigetro-chhmicals on the fast track, P.K.Barua,Assam Tribune, .
13Economic Times, 30,5.89 5.10,88,
14

Economic Times, 3.4.89,
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In fact for every cracker complex outside Assam such long pipe
line will be necessary as natural gas will have to be trans-
ported from Bombay high. It is unavgidable as Bembay cannot
give space for establishing the complexes; £k is too congested
and populous. But in Assam the complex can easily be set up in
and around the gas preducing area which will do away with the

need of laying long pipelines. So Assam enjoys definite cost

advantage 1n respect of any petro-chemical complex.

9,8 Pelyester

Alse there is a strong case for expansion of polyesger
staple fibre preductien Capacity of BRPL from the present
30,000 tennes per annum to a minimum 60,000 tpa. Because accer-

ding to the J.J. Mehta Committee report, the minimum ecenomic

size (MES) of a psF plant is now 60,000 tpa.15

9,9 Size and produet planning for Petro-chemical cemplex

In the formulation of any petro=chemical preject, this minji-
mum ecenomic size aspect must be stringently follewed. Because
in the forthcoming capacity generation all around the country cest
competitiveness will be the first imperative. The weuld be entre-~
preneurs sheuld take note of that. Or elae they may f£ind them-
selves pushed eut of a buyer's market which is what the present

seller®s market will cenvert inte by 2000 A.D, We are giving

1sEcanomic Times, 17.4.89,
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below the MES for seme major petre-chemical items,

Table 9.4
MBS for sélected petre-chemical plants

Plant e N Capacity Plant Capacity
('600 tonnes) (*000 tonnes)
polyester staple Fibre 60 Polyprepelene 100
pelyester Filament Yarn 25 PVC & VEM 100
Nilon Filament 15 DMT 100
acrylic Fibre 20 PTA ' 200
LDPE 100 Caprolactum 100
LLDPE 80 LAB 80
HDPE (Slurry process) 100 Naptha gas 300
Cracker
HDPE (Swing process) 160 Butyl rubber 25
polyester Film 5 Alphaolefine 100
BOPP Film 8 Phthalic anhydride 20
Styrene 80 MEG 100

Source : J.J.Mehta Committee report, quoted in Economic Times,
17.4,89.

From the above it is seen that the DMT production capacity of

BRPL is also uneconomic with the present 45,000 tpa. It needs

to be raised to 1,00,000 tpa. Howewer it can be mentioned that at
the time of installing these plant$they were as per the prevail-
ing MES. However things have changed. In the fast changing techno-

logical scene in the industrial werld this is generally expected.
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So it is better to start with big plants and preferably with
capacity way above the prevailing MES. That is why the giant
petro-chemical complexes have become the need of the hour, If we
want to be internationally cost competitive, the big  projects

are must. The export market consideration is a must if the indus-
try wants to flourish. Because though there is a severe short-

age of petro-chemical products now, with the commissioning of the
planned capacities the market may very well see a glut. That will
necessitate the export market. There it will face producers from
U.S., Latin America, South Korea as well as Japan. To compete with
them our plants must be of equivalent size and technological stand.
arde

In the formulation of product mix also one needs to be

careful. The thermo plastics like LDPE, LLDPE, HBPE, PVC, Styrene

are all high volume items. Then there are the engineering Plasticg
1ike acrylo-nitrile butadiene styrene (aBS), poly tetrafluore.
ethylene (PTFE), polyamide (nylon), polycarbonate (pC), Polyeth.
ylene terephthalaté (pET), poly butylene terephthalate (PBT) etc,
a1l these are high technology products. But they are low Volume
jtems. They will not only give boost to the engineering industry
put @lse give good margin. In an export thrust the engineering
plastigs may be a better proposition. Becamse they are Substi ty.
tes of engineering raw materials like steel, Aluminium, Copper,
and brass. With gradual depletion and increase in cost of these

conventional raw materials, engineering industry is switching to




238

plastics raw material. Naturally the value added is higher in

respect of these compared to thermo-plastics.

9,10 Labour and marketing

The general problems like skilled manpower, marketing

etc. do not need to bother the state. Because these giant petro-
chemical complexXxes have an all India purview. They will necess-
arily have to draw manpower and other resources from national
pool. The marketing etc. will have to be on national level. For
ijnstance the products of Indian Petro-chemicals Corporation Ltd,
(zpCL) are sold all over India, not simply in Gujarat, where main
production units of IPCL are situated. No state or region can
fully offer a complete market for the entire range of productsof
these petro-chemical complexesJet us condider for instance the

j i e - :
synthe rubbers - Butyl rubber, styrene butadiene rubber, Ni-

trile butadiene rubber ; alsc the nylons - nylon-6, Nylon-66,

all these products are used in manufacturing of tyre and tube
otCe. They will £ind market with the tyre man@ifacturers like Dun-
10D, Ceat,Appdldo, Vikrant etc. A small number of tyre manufac-
purers dominate the tyre industry of the country. While small
capacities may be generated in and around the super petro-chemi-
cal projects the major consumers will be these big.- units. But

with soO Ma@py new petro-chemical units coming up, the state may

have to create internal demand by promoting tyre industry in

Assam. However Assam has a good market in the several automobile

e T e

T




239

b associations as well as Assam State Transport CO:poration.
pevelopment of an intermal market is an imperative gjgq as somq
tyre producers like CEAT are themselves going to progyce g f
f putdiene rubber. We must remain prepared for the f£a)j out of

these developments also.
9,11 Drugs and Pharmaceutical industry

Another important branch of petro-chemical Products pe_

gides fertilizer, thermoplastics, engineering plastieg and are
matic compounds is pharmaceutical chemicals. Considering the

jmportance of this area we have analysed this industry Seperat
ely elsewhere. From the discussion there it becomes APparent

that the region suffers from inadequacy of bulk drugs ang raw

materials. With the establishment of petro-

chemical Complex this
need Will be satisfied, In selecting product mix these iltems also
should be incorporated., These products cannot be produceg by the

arugs and pharmaceuticals industry on its own. But once pPetro-che

micals complexes are established these can be produceg easily,

Oof different phamaceutical raw materials chlorinateg petro-

chemicals are notable, Because they have diverse alternative uses
as well. For instance chloroform is used in refirigerent gas, bulk
garugs and adhesive for plastics., Carbon tetrachloride is useg in
r refrigerent gas, pesticide, chlorinated rubber, ibuprofen mfg.

cleaning and degreasing work. Methylene chloride is used in
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photographic film, 6 APA, ampigillin, cahelaxind. fzexible ure-

thane foam, paint removers, pesticides etc.16

9,12 Plastics

among the different downstream industrfes, the plastics are
the ones which can be integrated into the mother industry. So for
the cause of industrialization of Assam, we would recommend some
special emphasis en plastic industries. In fact sri Abid Hussain,
the then member of Planning Commission also has identified Plas-

tics alongwith Electronics as the thrust area for Assaml.

Assam has had 71 plastic conversion units in small scale
to
sector and 2 in medium scale secter in 1988.17 The North Eastern

region
g as a whole has 97 units.1® qpnus the development has been

mainly concentirated in Assam. Tt is a welcome trend as the éntre-
preneurs have got acquainted with the industry and would now be
prepared for bigger investments when the giant cracker complex

is established. Presently the plastic industry is suffering frem
ravw material problem. They purchase it from Assam Small Indust-

ries Development Corporation (ASIDC) as well as from private firm.--

160

@ Hindu Survey of Indian Industry 1987, p.‘93
17

Plastic industries in Assam, A K.Baruah, Assam Tribune 25.4.,89

18
lastic industry:Prespects
P.a. o & P & Promises, R.K.Baruah, Assam Tribune,

lgxbid. |
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But they cannot supply it satisfactorily. It is understandable

as at present the country itself depends on imports. Once the
plastics are made available locally it is sure to see a big
spectrum of industries to develop in the state. Another problem
besetting the infant plastic industry of Assam is inadequate
availability of dye and mould. These items. are also now imported,
When so many crackers will come up in the country, these items
can be expected to be produced within the country. The state can
also explore whether such a unit can be established here in Assam
in the joint secto® with reputed private firm from outside the

state. AS it will be an import substitution product requisite

license should not be a problem,

Another requirement for the industry is training of skill-
ed manpower, We have said earlier that it should not pose a preb-
l1em for the cracker complex which would be a netional level indus-
try. But it is always preferable to have the technical hands froem
the local area. Additionally for the success of the cracker comp-
1ex also the small downstream units have to prosper. and these
smaller units may not be able to command resource persen from out=
gide the state as the mother industry would. They should have a
pool of technical workéms handy. Seo it would be suggestthle to
establish a Plastic Tgchnology Training Institute. As one centre
would not be adequate to train personnel for so many units the

institute may have several extension centres,
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Table 9.5
Plastic industries in Assam in 1988
.‘-Gn '
Product No. of Product No. of
=5 industries industries
1 1, LDPE/HDPE/HMHDPE/ 28 8. PVC conduct pipes 2
PP=Film, Tube, Bags

T 2., Blow moulding-Jerrycane 9 9, Fibre glass items, 1

e container, bottle etc. chair, table, flower

2 tub.

5V 3, Injection moulding house-

. 28 hold, bucket, busket, 5 10, Plastic novelties, ik
1w soap case etc. card etc.

60 4, Urea,Formal dehyde 6 11, Drinking straw,Ball-

: products, plastics, plates, pen refill 1

oy electrical accessories.

.y 5., HDPE Woven sacks 3 12, Polythene lamina-
- ted jute bag 3

,3E 6., Plastic R —

. la:enthagge/Yarnﬂwonofi 3 13, Polythene tube
g from waste 1
u' 7. PVC Pipe & fittings 4 14, poly Eurethane

Foame. 1
15, Tubewell Strainer 3
All Total : - 71
r_;C/
; y Source : Plastic Industries in Assam, A.K.Baruah, Assam
Rz Tribune, 25.4.89,
5" we think plastic and petro-chemicgl industry as a whole
‘ holds the key to economic transformation of the state. If prop-
-

(#4 arly planned and executed this industry can remove the entire un-
gﬁ}' employment problem from the state at one stroke. The unemployment
(093 and underemployed workforce presently absorbed in agriculture sec-

tor can be takenout and gainfully employed in the petro-chemical
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A massive compaign would be necessary to achieve

ablishment of plastic Technolegy Train-

based industries.

that. To begin_with’the est
rnment can also set up one

ing Institute is a must. The state gove

or two industrial towns specifically for petrochemical or mere E
|

spe¢ifically for plastic industry. The concept of a Udyognagar as

spelt out by the Task Force for economic development of Assam can

be the medel of this township. AS the petro-chemical industry
would be having an export angle, preper transport facility linking

the township with nearest sea port like Calcutta and Paradip may

e

never be too costly. The Inland Container Depot (ICD) at Amingaon in
Guwahati is a good step in this direction. Expenditure on infra- i
structure can be justified also by the fact that the Assam unit ef 1
cracker complex would ke saving on pipelines which is an essential

requisite for such units elsewhere. ﬁ

9,13 Recommendations of L.C.Jain Committee

-

The committee on clause seven of Assam accord headed by
L.C.Jain submitted its report in April 1990. This report toe laid
emphasis on the need of development of o0il and gas industries in
aAssam. In addition to the proposed oil refinery and the proposed
petro-chemical complex, the committee also recommended an inte-~
grated gas pipeline as well as an aromatic complex. The gas pipe-
line would "facilitate transportation and distribution of associ-
ated gas from oil fields of ONGC and OIL (otherwise being. flared)

and free gas from OIL's field."20 However the implement-

20
Report of the Committee on clause seven of Assam Accord, Plan-

ning Commission, Gevt. of India, April 1990.
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ation of the gas pipeline would depend on simultaneous implement-
ation of (i) the 540 MW gas-based power project at Amguri by Assam

State Electricity Board and (ii) the free gas development project

by OIL.

The naphtha produced from Assam crude has a distinctilve
feature. It can be utilized both for olefinic or cracker complex
as well as aromatic complex. It has been estimated that 2 to 3
lakh tonnes of Benzene Toluene and 0,7 to 1.1 lakh tonnes of
Xylene can be produced from the surplus Assam Naphtha.21 That
is why the committee recemmended ene aromatic complex tee for
Assam, However it would be feasible only after the proposed
Numaligarh oil refinery is completed because the abos¥e estimate
was arrived at only after taking into account the capacity of -

the proposed refinery.

21:pia.

L N



CHAPTER-X

STATUS AND SCOPE OF TEXTILE INDUSTRY IN ASSAM

10.1 History of Textile industry in Assam

Textile is an industry that has got enormous prospects
for Assam. The state has a glorious history spanning several
milleniums in this line. Even an ancient epic like 'Ramayana’
has references to this land in this context. In Kiskindhya-
kanda, this state was refered to as the country of *Cocoon
rearers'. Later in fourth century A.D., Kautilya certified the
variety of fibrous garment 'Patropmn&' produced here as the best.
In seventh century A.D. choicest pieces of silk fabrics and CO~
mmodities having silk components constituted part of the rgyal
gifts from the Assamese king Bhaskarvarman to his ally and the
famous Indian emperor Harshavardhan. Thus Assam has had a proud
and long history of téextile industry, And that too in its high
velue products like silk, which has remained a special luxury
item in Indian society so mueh so that it finds place in a holy

book like Rig Veda which mentions about Urna, a vartety of silk e

Compared to that past, the present state is really very
dismal. The production of Mulberry silk in Assam in 1978-79 was

16,000 kgs out of an all-India total of 34,52,000 kg.2 Thus the

1
Development of Handloom Industry : Organization, Production,

Marketing, N.C.Das 1986(Deep & Deep, N,Delhi) pp. 17, 18, 22,

2Silkman's companion, 1980, Central Silk Board, Govt. of India,
pp. 13=14. &
i

I
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ces a bare 0.46% of the country's

leader of the past now produ
no quantitative skatis-

total production. Of course there is
able for those years ©

tioned in the epics and other

i i st. But
tics of production avail f the pa

the very monoploy status as men

books of those times abundantly makes it clear that Assam had

been the leader in the least if not the only producer of silk

and silk fabricse.

The region boasted of full vertical integration in the

industry. Starting from cocoon rearing and spinning of yarn,
it went on toencompass eperations like weaving and processing
also. Prevalance of surnames Tanti (weaver), Katoni(spinning
worker) , Gunakatiya (embroider of silver/gold wires). Jugi
(cocoon rearers) etc., proves existence of skilled workers for
those operations. The dying industry of the region was famous
for its fast and dazzling colours. It wgs fully indigenous.
Material used were not only lac and indigo (called'Rundye’

in Assam), but also prepared from roots, leaves and tree-barks.

Babla (Acacia Arabica), Khayer (Acacia Catechu), Supari (aAreca

catechu) , Lac(Coccus Lacca) and Kusum (Carthamus Tincterious)

are some of those ingredients.3

That this historical tradition has been fully internali-

zed by the people of Assam can be seen from the allusions to

3y.C.Das (1986) p.21.
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textile and its production operations in the local “festival
songs. The spring festival Rangali Bihu has among its differ-

ent norms one of presenting decorated cotton towels to the

near and dear ones; the Bihu dances and songs focus on young

male's search for life-partner who exceld in textile operat- ;
ions: the female counterpart in a dance sequencg would enact

the textile operations albeit with a touch of erotic exposi-

tion.

10,2 Present state of Hand-looms

No wonder that the state boasts of the highest number
of looms in India - 6,94 lakhs i.e. 16.4% of the national ‘
todal. It employs 12 lakh people directly and indirectky. In
keeping with the tradition, women constitutes 90% of these
weavers.4 But all these are just maint i

aining a tradition. In
the absence of sufficient support as well as proper planning,
the industry has remained beyond the touch of modernization.
As many as 75% of the looms are ordinary throw shuttle looms.5
Annual production per loom remains an abysmally low figure
of 92.32 square metres and per wegver production at an even

lower figure of 81,59 square metres.6

41pid. pp. 7-8

Srbid. , p. 47.

6
survey report on seri-culture and Handloom in Assam: Direc-

torate of Seri-culture and Weaving, 1980, p.58




248

This shows that rather than taking off from a position of
historical leadership and to progress alongwith the technological
break-through achieved all over the globe, the textile scene in
the state was pervaded with a regressive atmosphere. Total hand-
loom production in the state in 1980 was only 75.72 million
metres.7 However, in the eighties, the state made considerable
progress in the handloom sector. The 59 weavers extension service
units and 17 handloom production centres produced 726.5 and 30

million meters of cloth respectively in 1985-86.8

That, in the context of textile, one can give only handloom
production figure speaks amply about the state of the affairs,

Assam has only a single composite textile mill, the Assam Polyes-

ter Co-operative Society Ltd. at Rangia. The Chajirduar Cotton Mills

is only a spinning mill. The Jagiread Spun Mills Ltd. also do

spinning only of Endi Silk and other blended yarn. The few power

looms that some entrepreneurs installed in the 70's also remained

almost defunct. The co-operative marketing network ARTFED kept some

of these powerlooms alive for some time, sped@ially those in three

co-operative units at Nalbari and Silchar. But this too did not

last long. So the powerloom sector is also without any out#put

Thus the

7N.C.Das' OPOCit.’ PG 136

8
Directorate of Handloom & Textile, Assam oted in sStati
Hand Book, Assam, 1987, g e stical
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state has only the age-o0ld handloom sector in the mame of textile.

1043 &i1lk

That the textile industry in the state has not risen from
above the handloom level in spite of a rich heritage as well as
mass availability of weaving skill well sums up the stagnating
condition of Assam's economy. In fact the deterioration in the
comparative developments in silk industry, the major component
in the state's handloom sector, vis-a=vis the all-India develop-

ments denotes a regressive state of affairs.

In silk, as we have seen, the state had a leadership from

the time of yore. That established its geo-social suitabllity in
this industry. That even in such ancient days the region could

take its produce to far abroad proves that infra-structural back-
wardness cannot but be an alibi of the unwilling custodians of

the state eeonomy. Surely the infra-structural fadilities cannot
also be said to be too poor now when compared with the preriod

of British rule; in that case the fact that Muga used to be staple
jtem of the East India Company in its trade with Europe and others
in the 18th and 19th century takes away amy scope of defending

the present conditions on the plea of infra-structural backward-

Q
ness.

gGait Edward, A History of Assam, pp. 271-272
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From the above, we think that textile industry is an area
which has remained undeveloped for reasons other than the two
main handicaps of the state i.e. her land-locked nature and
subsistance agriculture economy. We have to explore the cause

of textile's under-development in reasons outside ohis loca-

tional and people's occupational factors.

10,4 Dislocation of Silk Industry

1
In an earlier chapter gnd while exploring the effect of
Political factor en industrialization of a backward area, we saw
how the British had helped their brethren to consolidate their

gights on Assam's land at the expense of the sons of the soil:
the tea estates grabbed a1l vacant land of Assam leaving no

scope for future expansion of cultivation area.

The population of feed trees for insects from which silk
is procured require sufficient amount of land. The gradually
increasing scarcity of land has naturally led to a situation
where the rearers of the silk worms are inereasingly switching
over to other vacations. An eminent seri-culture expert has
viewed tea industry as a deterent for the growth of silk and

and ramie industry in North East India, specially in Upper

Assarnoll

10

See the Chapter "Strategy for Industrialization - Hypotheses"
in the present study.

11 houdhury s.N. (1984), p. 207.
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In view of the above and in the light of our finding that
; the revenue contribution of tea industry to the state excheguer

12
Was only Rs. 6.5 crores per annum,

we suggest that the eppor-

tunity cost of the land under the tea plantations has been very

high. Of course there are questions pertaining to sultability

of this land for alternative uses like seri-culture farming. But
there could be a possibility that an alternative use of the tea
estates for plantation of feed trees for silk worm would have fetched
, the state exchequer a higher revenue, and the people more employ-

‘ ' ment and income in addition to a greater social stability.

A direct assault of the British government on the Assam

silk industry was its imposition of a levy on the muga feed

plant Som (Machilus Odoratissima) .13 T¢ may sound contradictory

to their own trading in this monopoly product of Assam.

ENY

However
1f we remamber that the British twrned to administraters from

w traders and that they traded many such oriental products in the
g western markets before uprooting the production base of those
very products to promote their own factory-made products we no
longer remain preplexed. They did not have any long term interest
in the Muga industry. A vibrant muga industry would have certain-
ly posed hindrance to the marketing of British textile products.

Also, the creation of unemployment among the Cocoon rearers would

128ee Chapter on tea in the present study.

13Gogoi, Jeevan Kr., Asomor Muga Silpa (1980), Pe2.
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help raising some surplus labour force that the British would
need for @ifferent purposes. The poor peasants who had reared
the Som trees but were unable to pay the new levy, destroyed
these trees. This im our opinion is the dark age of the muga
industry of Assam. Lot of domesticated as well as wild muga seeds
were destroyed alongwith these Som trees. This loss is irrepara-
able because these seeds were found in Assam only. Even in Karna-
taka, where also tea gardens were sét up, Som trees and muga seeds
could not be cultured. The regression that started as an after-
math of these brutalities still haunt the muga industry. The
effect of these dislocations continue to be reflected in the flu-

ctuations of the muga productions. From an average annual produc-

tion of around 0,54 lakh kgs in the 40's and early 50's it rose

to around 0,91 lakh kgs during 1956-59, Then it fell to aroung
0,53 lakh kgs in early 60°'s only to rise again to around 0.71 lakh
kgs. in 1966-73, The period 1974-80 Saw a low of 0.41 lakh kgs,
the year 1978 recording the lowest of 0.24 lakh kgs.14 Thereafter
the Muga production again increased, reaching 0.55 lakh kgs. in

15
Now, as some people may suspect, this fluctuation hag

not taken place because of bhiological factor or environmental

pollution. Because in that case the fall in fhe production woulgd

14Prepared from the data given in Das N.C. (1986), pp. 233-4,

1§Directorate of Handloom & Textiles, Assam .
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have been continuous and irreversible, The fluctuation is a poin-

ter to the fact that a serious dislocation had taken place from

which recovery has not yet been possible.

The dimension and seriouseness of the dislocation suffered
py the Assam Silk Industry during the British regime can also be

guessed from a comparative look on the patronage: it received

from and during the Ahom regime.

10,5 Royal Patronage

The Ahom kings patronized and actually sponsored the silk

jndustry. A Seperate weaving department wgs maintained to look
after the interests and activities of the weavers. Weavers supp-

R
1ying the Royalty and the nobles with clothes received rentfmee

1and from the king for maintenance. Commitment to the indigenous

clothes Was SO high that once three high officials dared to

return @ present coming from a person no less than the king, beca-

use the PresSent happened to be a set of garments styled in the

Moghul fashion. In the early 17th century, a minister called Momai

pamull Barbarua made it compulsory for every able-bodied female
to spin @ certain quantity of hanks of yarn before sunset. There

was also @ convention that every Assamese household must deposit

& quarter of a seer of silk yarn to the royal treasury every yvear.

pittle wonder, the Assamese ladies wove super-=fine fabrics. It

is said that a whole length of Chadar could be hidden inside one's
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palms and that it could be dried within minutes even in shades.

The rulers brought specialists and exXperts from outside the
state; these included weavers too. Thus new styles and designs
were introduced, which proved the dynamic and innovative nature

of the Ahom rulers, a basic pre-requisite for industrial spon-

sors. They introduced the ‘Riha‘,
16

a speciality of the Tai-Ahom
people' in Assam.

The growth of Sualkuchi as an important silk centre of the
country may also be attributed to the organization and settlement
ghere of the weavers byan Ahom king. King Pratap Singha organized
¢he wea'ers from the southern and other parts of the state at

sualkuchi- This concentration of weavers at this single place

gaye chen Sufficient support, so as to continue with the pro-

gession long after the original patrons disappeared from the Scene
and in spite of a bleak scenario that engulfed the industry there-
afters As per a sample study done in 1978, 79% of the total house-

holds in the villages depended on Weaving as their principal

rce of :i.ncome.17

g
The degree of involvement of the Ahom rulers in the industry

js best illustrated by the example of queen Sarveswari Devi, con-

sort of king Siva Singha (1739-44 aA.D.). The queen taught spinning

—_—
17

Tbides PPe33,45
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to the girls. She collected pattetns and specimens of brocades
and flower designs for brocades in vogue in different parts of
Tndia for their reproduction by the Assamese weavers. Such
high level patronage and specially in such dedicated manner

is rare anywhere in the world.18

10,6 Present state of textile industry.

After this historical analysis, let us turn to see how
the things stand as of now. We alregdy said that whatever clo-
thes were produced in Assam, were produced in the handloom
sectoxr only. Because the mill sector has not yet developed.
The present handloom production and otherldetails have already
been given. That includes entire production of silk clathes

too in the state because they are being produced in handlooms
only.

Everywhere else in India the modern textile industry

began by producing cotton textile. Then they started to switch

over to man-made fibres in order to preduce synthetic clethes

However in Assam, since the modern textile industry did not
develop till now, a quantum Jump will be made straight from
handloom to synthetic textile. Moreover, a major factor has

emergéd of late in the state's economic scene so as to compel

any cost-benefit analysis to turn heavily in favour of Promo-

ting the textile industry with a new and agtessive fervour ag

18 Studies in the History of Assam] by Dr. S.K.Bhuyan,
P70
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well as on a modern footing. This is the new production plans
of Bongalgaon Refinery & Petrochemicals Ltd, (BRPL). This unit
has commissioned two very important plants te produce Dimethyl
Terephthalate (DMT) and polyester staple fibre (PSF) . PSF = 2
downstream product of DMT = is the raw material for spinning
industry. BRPL has a capacity of 30,000 tonnes per annum of
PSF, This amount of PSF can run 20 spinning mills of 25,000
spindless each. The next downstream unit that can be based

on these spinning mills is either (a) 20,000 powerlooms or

(k) 10,000 powerleooms and 1,00,000 handlooms. To process the
preducts of this huge weaving industry, 10 processing houses
with 2 lakh meters processing capacity per day will be requi-

red, A next downstream industry pessible on these products

is garments making. As many as 50 large size garment making

factories are possible with the clothes preduced.19 Thus a

huge textile industry can be developed on the basis of BRPL

lgrhis estimate, which is based on BRpPL brochures, in ten-
tative and may differ depending on technolegy cheice and
other investment details, Dr. S.N.Chowdhury in his 'Mulberry
silk Industry’ (Shillong, 1984) says that 12 spinning units
of 25,000 spindles each is sufficient;

these will produce
21,50 metric tonnes of blended .»yarn pPer year. He also
opines, "Assuming that the existing handlooms, semi-aute-

matic looms of the power loems will consume 7,850 metric
tonnes per year, another 7,500 power leoms will be needed
to precess the balance 13,560 tonnes of yarn". p, 229.
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-Outpuyy

Already several spinning mills for spinning of synth-
e Yarng have been commissioned and several others are be-

ing Planneg, Their names and details are given in table 10.1.

Table 10.1
SpPinning mills of Assam (Synthetic)
\
Sle Name of mills Existing/ Spindles Production
NG Proposed per day
’_\
1. o339 State mextile Existing 15,232 5000 kg.
°rD°ration.
2oy SABEImELL Ltd. ~do- 17,280 5500 kg.
3. Assan Polytex r1tq. ~do- 16,184 5000 kg,
40 ASSam Pol o
SOCiety L{g?er Co=0p. -do-~ 25,000 7000 kg,
56 g:éaghat Co-op. society Prop- 25,000 7000 kg,
B osed
6o E:étamari Co-op Society
. ~do- 25,000 7000 kg.
7. ASsam Weavers Co-op. -do- 25,000 7000 kg,
8. ASSam Polyester Tex-
tile (PVt.) =dé- 25,000 7000 kg,

rThe 1list shows that the total spindlage is yet not sufficient
to take care of the entire production of Polyester Staple
fibre of BRPL. Tn weaving of the synthetic fabric also, the
capacity generated or planned so far is quite dismal, as seen
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Considering the fact that one kilogram of yarn is con-

" 20
wverted to 10 metres of fabric on weaving, The Assam State

Textile Corporation Ltd. will require a weaving capacity of
50,000 metres per day to utilize their own yarn production it-
self. Their weaving capacity as proposed would be barely 20%
of that. The other proposed units, except that of Assam Poly-
ester Co-operative Society Ltd., are smaller units to come up
under the shade of Assam Tndustrial Development Corporation
Ltd. as well as Assam Powerloom Development Corporation Ltd,,
under their decentralized industrial development scheme, The
uUnits at sl. nos. 6-8 are such aided and Sponsored projects.,
The units 3-4 also plan to come under AIDC's development
scheme. The Units 9 and 10 are actually complax of such would
be units yet to come Up. Productionsof units 1 and 2 have al-
ready started. ASTC products are being marketed under the bra-
nd name MANAS fabric, The Assam State Textile Corporation has
also set a target of 2,000 powerloomg, to be installed under
this decentralizegd Scheme, Tf a unit has a project cost not
more than B, 5 crores and employment not more than 48, then

it comes under this scheme and is entitled to get licenee from
the state government itself. Government of India relaxed the

licensing norm in 1987 and encouraged the formation of pPower-

loom co-operative in the states. The AIDC projects have been

20From Prekiminary Techno-Economic Feasibility Report of the

Assam Co-operative Textile Industries Ltd,
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formulated under this broad policy frame-work.

However, all said and done, the progress registered in
the weaving sector is quite minimal. And to make things worse,
the post Weaving processing facilities, of course still in the
Planning stage, would be even s@antier. Only one firm, Assam
ptate Textile Corporation has proceeded with a concrete plan;:
it has proposed to install processing facility for 20,000r.
metres of clothes, 15,000 metres of it being for synthetic
clothes{the ést would be for cotton fabric) , Of this 15,000
meters, 10,000 metres would be their deomestically produced
clothes and remaining 5,000 metres produced in the decentrali-

zed units. Thus these pPre-weaving and processing facilities

planned by A.S.T.c, would not even take care of the weaving

capacity planned as of now, let alone accommodating new and

would-be weaving Capacity to be launched in near future. Assam

Polyester Co=0p, Society Ltd. has planned processing capacity.

put that would take care of only their own weaving production
phus the textile scene of assam at the Planning stage itself is

peing s€t at a low level and it starts with an underbalance,

10%7 Market demand and Capacity generation

And this is in spite of a flourishing market in textile.
f 199 lakh population of Assam in 1981 consumed 18 metres per

capita of clothes-as estimated during the fourth plan period -

e —
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the state consumed 35 crore metres of clothes per annum. Of

this Assam produced only 6.4 crore metres and that too in

21

handloom sector. With the rise in population to 222 lakhs

e - . .
in 1991, the demand forglothf per annum is expected to rise to
about 40 crore metres. Another estimate puts it as 45 crore

metres with 30 crore metres of it being cotton and 15 crore

22

metres synthetic clothes. If we consider the processing

facility to be installed by A.S.T.C. as the ultimate deci-

der of domestic clothes production in the near future, then

even at full capacity utilization, the state would produce

at non-stop operation round the Year basis, a mere 0,75 crore

metre of clothes, and at 300 working day basis an even lower

0.60 crore metres.

The weaving capacity that needs to be installed to cater

to the complete demand of Synthetic cloth by 1991, i.e, 15

has been assessed at 4500 powerlooms,
These will weave per day 50,000 kg.

crore metres per annum,

of synthetic yarn to pro-

duce 5 lakh metregsof clothes, daily.23 And in 300 working days

21A report on Survey of Seri-cultu

. re and Handloom in Ass
Directorate of Seri-culture an am

d Weaving (1980) p. 58
22

Preliminary Techno. Economic Feasibility Report of Assam
Co-operative Textile Industry Ltd,

231144,
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in a year, the total production becomes 15 creore metres. So
it is abundantly clear that the issue is not of demand gener-

ation but of creation of weaving and processing capacities.

10.8 Modernization

However there are some important points to be noted in
this context., It is not that just weaving capacity without
any consideration of technology choice is the need of the hour.
Non-plamned capacity generation can turn out to be an Achiller*s
heel of the economy in the long run. The planners and progpec-
tive entrepreneurs can take the cue from Indian textile industry,.

The national textile industry has had to carry the burden of

npmerous textile mille laden with obsolete machinery. Production

cost of these mills are necessarily high while quality of pro-

duction low, Eventually the profitability of the mill goes down.

In fact, a study24 has found that the Tndian Cotton Textile

mills during the period 1978-79 to 1983-84 paid dividends which
were modest and lower than those of other industries. The Study
has fefukéd the belief that the textile industry continues to
be profitable whether it ks based on old technology or new so-

phisticated technology. It found that 97%

of the funds of these i
cotton téxtile mills were employed in the main business acti- |

wity of the mills e.g. net fixed assests, inventories, recei- if

vables, cash and bank balances; a minimal 0.6 percent was

24"1'6\::(‘!:11&9 moderinzation : Problems & Prospects' by C.V.Radhakri- A
shnan, The Economic Times, March, 6, 1987, i§
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invested in Government securities as per stipulation; invest-
ment in industrial secmreities and immovable assets accounted
for hardly 2 percent, Thus the textile industry suffers from

lack of investible surplus funds.

So it is our recommendation that any new capagity gener-

ation must keep this aspect in view. As far as possible the
newly installed machinery should be of recent and sophisticated
technologY¥. On employment considerations, the government has
supported and promoted the decentralized sector. In fact on over-
head cost,labour cost and many other counts this will help cut
cost of production. But diseconomy of low scale of production

as well as marketing and standardization problem counter this
advantage. Whether the disadvanteges are mltdgated by the advan-

tages Or not depends on how the whole thing is planned. We would
prescribe Stme norms in this respect.

p (1) The powerlooms to be installed in the decentralized

sector should be of most sophisticated technology and
preferably of state of the art technology.

(2) To get over standaridization and marketing problem,

Wweaving complexes should be set up. This way product-

ion at these centres would be sufficiently high so as

to have sophisticated research and development wing

quality control measure as well as orderly and inte- |

grated marketing network. |
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(3) Number of powerloom service centres be increased.

(4) sSpecial care be taken to promote powerloom centres

in regions where handlooms have historically pros-
pered and a large traditional reserve of exXpert hands

remain.

(5) sSpecial care be taken to promote the concept of co-
operative, as this would enable to promote advanceg

technology units with greater amount of resources for-

thcoming.

(6) TFashion and design institutes be opened in every

state; these will in addition to inmovating new ang

modern designs, will collect patterns and samples of

traditional designs,

(7)

Uninterrupted Supply of power should be assureg to

the powerloom compiex. We recommend such priority treat-

ment to all industrial estates and complexes,

The seriousness and worth of our analysis and prescrip-
tions is supported by the textile scene of Gujarat. a report25
says that the 1984 crisis which saw 24 mills close down making

as many as 50,000 workers jobless, has not in any way blown

zssujarat News~-letter: "Textile mills face uncertain futuren

by Ashraf Sayed, Times of India, April 27, 1987.




over. More than a

doZen mills, some of them belonging to pre-

: pbusiness - &
stigious hougeg Were facing closure. The national
ization ©

£ 12 closeg millg by the state Government couldi. not

do any good to ¥hem, Thege mills were taken over by Gujarat
state Textlle Corporgy; . (GsTC) .

The latter was suffering
annual 1o0ss Of Rs. 25 Crores in five of these mills in spite

of spending CroOres of Tupees in modernization. On the other hand
Nat

extil ;
jonal T e COrpOration (NTC) which was managing 12 mills
in the state,

till then accumulated loss of Rse 50 crores and
fter .

that too @ SPending Rse 45 crores on modernization of some
oF its units.

I
n fECt NTC incurs loss of Rs. 2 per metre of

duced
cloth pro by them, All this is taking place even after

= BI and nationalised banks have pump-
more than Rs. 50q

od Crores into the textile mills and more than
11,000 work

€rs ret
ired unger vVoluntary retirement scheme.

he stud .
T Y Attributesg all this to lack of modernization
The textj
1le industries tried to profit from the milil
as the
as much Y ©ould. The textile mills have been used as

: o
source of capital QCcumul ation in the Indian economy .

The tex-
tile mills generateq Tesources for a vast number of industries

gpanning from chemicalg to electronics. But this was not acco-
mpanied by the Slightest attempt at updating the technology.
aAS @ result the Mechinery have become junks in some cases.

And
in general they camnot any more compete with the modern
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sophisticated units. The technology being of earlier vintage, it

is necessarily labour intensive. This makes labour cost high.

Also any attempt at innovation faces enormous resistance from the
organized labour force. However the attractive voluntary retire-
ment schemee have got over this problem. But even then the sick-

ness remains. This proves the enormity of the issue of techno-
logical backwardness. This failure of the industry to go for moderni-
zation is really hard to understand. The Bureau of Industrial

Costs & Prices also opined that the textile industry did not take

modernization seriously in spite of various budgetary concessions.26

10.9 Poewer-looms

Th
€ Gujarat study has been refered to here in details to
substantiat
© our view that sophisticatien in the technology is the

eed of
n the hour. New units should simply not make the blunder of

starting with old technology. Another note-worthy point is that

the mills refered to in the study did face strongest market

competition from the power-looms sector. This consolidates the

position of the protagonists of decentralized sector. There cannot

be two opinions about the preference of powerloom weaving to

composite mill weaving. Because of

26ECOnomic Survey, Govi. of India, 1989-90,
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their advantages several lakhs of powerlooms were installed
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throughout the country, whether authorized by the government
or not. Ultimately in 1979, the government regularized all un-

authorized looms.

In this new emerging situation, the backward areas like
assam stand to gain by developing a strong powerloom sector. T+
requires lesser amount of capital, has lower cost of pProduction

and shorter gestation period, but excel in terms of quality ang

quantity of preduction.

Another flexibility of the powerloom sector is that one

can have different type of looms for high value and low value

products, thus keeping the capital-output ratio at an optimum

1evel all over. This Way low value products also can ke inclu-
ded in the product-mix without their cutting into the profit

ratio. And for the same Leason, employment consideration remain

without being a Casualty,

2 Capable of taking root in the underdeveloped eocenony of

7] packward regions, powerloom sector can be integrated into the

regional economy very easily.However before that the infra- |
structural facilities like power etc. must be developed. But |
once established, the linkage effects can be materialized more

than in composite mill sector. It will also lead to development

of tertiary $ector as well; because the decentralized growth
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of this industry would generate demand for services,

If the textile industry is not developed in a planned
manner, the fall out of it will impair the health of the state
economy very KHadly. Because to protect the interest of the
employees the govermnment is constrained to take over the sick
units which accumulate huge losses over the years. The NTC mills
have incured loss of Rs. 990 crores in the last five Years or

27
SOe.

The changing scene of Tndian textile industry can be
understood from the fact that while employment in the organi-

zed mill sector has declined from 12,53 lakhs in 1986 to 11.81

lakhsin 1988, the same in pPowerloom has risen from 31.9 lakhe

to 50.95 lakhs. Number of pPowerlooms has risen from 8, 3g lakhs

in 1985 to about 11 lakhs in 1988. Handloom also has seen gn
increased employment of 84,22 lakhs in 1988 against 72,76

lakhs in 1986 and production of 3508 million metres in 1987 88

against 3137 million metres in 1984-85. Thus handloom and po
WeIte
loom have grown at an eXtremely fast rate while the Organizeqg

mills continue to lag. The latter has read the writings op th
e

wall. They are desperately trying to modernize so as to becom
e

competitive with the powerloom., Tn 1988 as many as 164 Compo

site mills have availed the government scheme of textile

27Economic Times May 16, 1989,
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moaernizatiOn fund and invested Rs. 666 crores in moderni-
zation, 28 The textile industry has understood thelr plight
very well, Every gear mills are closing down due to financia]
problem, strike etc. At the end of 1989 total 140 textile
mills remain closed. They comprise of 84 spinning mills and
56 composite mills with installed capacity of 35.6 lakh spin-
dles and 34,800 looms employing 1,68 lakh workers.29 Produc-
tion of cotton textile in the mill sector, has been steadily

falling, while the same in the decentralized powerloom sector

is steadily rising, as seen in the following table.

Table 10,3

Production of Cotton Textile
(in million metres)

Year Production in Production in
the mills sector decentralized sector,
1970 4157 3696
1980 4176 4845
1986 3337 6743
1987 3115 7309

===t

Source : Indian Economy : Basic Statistics, R.B.I., Dec'198sg,

2SEconomic Times April 25, 1989

29

Economic Times February 24, 1989,
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Oout of the total production of 12,992 million metres
of both cotton and man-made textiles in India in 1987=88, as
much as 9,965 million metres were contributed by the decent-
ralized sector and only 3,027 million metres came from the

mill sector.30

The viability of the textile industry, particularly in
Bombay and Gwyjarat, is facing a problem also because of high
input costs: In a separate chapter on Petro-chemical industry
we have shown that the units manufacturing DMT etc. is of be-

low optimum level. So these items incur ‘high cost of produc-

tion. Now DMT and PTA are raw material for polyester staple

fibre. So naturally the costs of PSF and thereby of polyester

ar a
yarn and cloths go fip, In 1988-89 budget the government gave

some duty concessions to Synthetic fibres ang Yarn. But the
industry eéventually retained . these benefits to themselves
prices of DMT and PTA also saw further rise in 1988. All these
are making future of textile industry bleak.

But this also augurs well for powerlooms. A composite
mill cannot change its product mix 'Very easily or change
production level as financial and labour problem come on the
way. But the powerloom industry can incorporate necessary

changes sc as to get over the crisis situation. In the changing

3OReport on Currency and Finance 1987-88, Vol. I,

Reserve Bank of India.
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scenario of textile industry it is the power-loom which will
benefit. This explains the phenomenal growth of powerlooms in

the country.

The government of Assam has established Assam Power-
loom Development Corporation Ltd. in order to promote the
powerloom industry im the state. The corporation has establi-
shed three powerloomeemplexes in the decentralized sector in

Kalapahar (Guwahati), Hengrabari (Guwahati) and Kaliabor(Nag-

oy,

- aon) . All the complexes will be commissioned within the fin-
31
antial year 1991-92.7" The next step of the government should

be the establishment of a few Tgchnical Service Centres for

the powerlooms,

31pssam Tribune March 22, 1991,




CHAPTER XTI

PRINTING PRESS INDUSTRY IN ASSAM

11.1 pre-=dominance of Printing Press

The printing press is a service industry. As it is not a
manufacturing industry, it holds comparatively lesser status
among different industries. Thus in any discussion on industri-

alization or industrial problem this industry does not receive

much attention,

However the situation 1s different in the case of Assam,
printing presses occupy a distinguished status here among the
entrepreneurs, Many of the first generation industrialists have
taken to this vocation. Number of presses is rising very fast
in Assam, From 176 in 1973-74, the number of permanently register-
ed units of printing & binding industries in Assam increased to

2393 in 1982-83. They comprised re5pectively 10968% and 9.38% of

the total number of bPermanently registered small scal

in Assqm.l

e industries

This dominance of printing & binding industries can be asc-
ribed to several factors. These are respectively safeness of
investment, low risk, easy management, easy avallability of labourer,
promotion by the government, low investment requirement and easy |

marketing. We areelaberating these factors in details below
°

However though the number of printing presses are increa~

sing at a phenormenal rate, very féw of them have been registered

1Backward Areas and Industrial incentives, A.K.Neog, in 'Problems
and Prospects of Industrialization (ed.) P.C., Goswami, 1987.
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under the Factories Act. In 1985, only 22 nos. of printing, bind-
ing and allied industries existed in Assam, which were registered

as factories. Of these, seven each were in Kamrup and Jorhat

. 2
districts.

11.2 Safe Investment

Number of entrepreneurs was not very significant in Assam
till very recently. So most of the present entrepreneurs are first
generation entrepreneurs. This makes them to qpt for Comparatively
safe, easy, low technology, tested venture, Press has a Proven
record of sustenance o¥er centuries because the press ig the most
indispensable component of modern civilization. Without pregs all

communication, transaction, administration, academic aCtiVities

etc. would come to a grinding halt, This assured status of pre
Ss

tempts any entrepreneur to take it up.

11.3 Less Risk

The printing press is a foot-loose industry. 1t has 4
lesser or little risk involved in it., The people of Assanm has
typical tribal character, which makes them prefer certain, easa
and smooth going life. %¥hey do not like risk and hence avert i:
There 1s almost no risk of losing the investment on printing ;
as their machineries have a large second hand market &ven jf izzss

unit turns sick and become unmanagable for some reason, But th
e

2Chief Inspector of Factories, Assam.
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‘fact is that the very sickness is a rate thing here. Tt can be

noted that among the offset printing presses only one has turned
sick. But this unit also has had a long history of mismanagement
as well as strained industrial relations. The proprietors diver-
ted fund to other business, They also estranged the government

* publication firms which used to be their main customers earlier,

| The feudalistic proprietors did not honour the bank stipulations
about pepayment schedule of loand& for which the latter became
stringent in their dealings with the press. All those culminated
in near closure of the press, Presently this press has only about
10% of its previous work force,

But all these are their own making

and not due to marketing problem or raw material crisis etc, So

11.4 Easy management

Assamese people by nature are an amicaple lot. Their mimd
£ind the press witp comparatively lesser problems and more att-

ractive. Actually 1ndian people in general look for such invest-

ment opportunities, put people from other states also go in for

high_technology units and those invol¥ing complicated procedure.

; rhat proclivity is missing in Assam.

11,5 Labour

The press workers need not be very highly skilled. The

requisite sk¥ll " can be acquired within a short span of time,
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This has helped formation of a poel of press workers in Assam.

Thus compared to other industries press has better availability

of labourerse.
11.6 promotion by Government

The National Small Industries Corporation Ltd. (NSIC) held
an industrial machinery exhibition in 1985. This exhibition con-
centrated mainly on printing machinery. This made the local youths
more exposed to this industry compared to others. No wonder after
that NSIC was overwhelmed by applications seeking hire-purchase
10an for setting up press units. Thus faulty government programme

has tilted the direction of entrepreneurs to printing industry,

11,7 Low Investment

Compared to any other industry, an average workable printing
Press(letter press type) requires less investment. A small scale
urit with sufficient capacity to print books as well as job matters
can be established for total investment below one lakh rupees,
phis is inclusive of working capital as well. Agaiﬁst this, other

small scale industries require investments as given below,
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Table 11.1

Investment requirement of some small scale industries

81, Industry Plant & Working Total Inve-
“Ne achin— Capital stment.
) (Rs. lakh) (kss Lakh)
(e lakh)
1., Mechanised Carpentry 1,50 5,00 6450
2. Woéden Electrical 1,50 2,00 3.50
accessories
3, Stone crushing 1,50 1,50 3,00
4, Citronella distillations 1.50 1+50 3,00
5, Alum manufacturing 12,00 10,00 22,00
6. Polythene film bag 2,00 1.45 2.15
7. Steel Fabrication 0, 1450 2,07
8, Truck & Bus body building 80 2.00 2.80
9. Bakery unit 2,25 2,25 4,50
10, Bricks mgnufacturing 2,00 2,00 4,00
11, Printing Press 0.70 025 0,95

Sodrce : Action Plan, 1984-1989, DIC, Kamrup. The requirement

for press has been calculated by author consulting
w:Lth several prlnters.

However there are some industries whieh ;equire lesser
investment. For eXample Spice grinding (ks, 28,000) Supari proce-
ssing (Rs. 18,000), Fruit & Vegetable processing (ks. 20,000)
Washing soap (Rse 55,000), Writing ink (Rs.43,000), Steel Trunks
& FPactory (Rse 60,000), Ball pen refill (rs. 27,000), Envelope

3

making (Rse 60,000),PVC pipe fltting (Rs, 62,000) etc.™ All these

3action Plan, 1984-1989, DIC, Kamrup.
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industries can be set up for investments below Rs. one lakh each.

But then there is a problem. These industries entail vig-
i orous marketing effort. In soap, Sp#ce, writing ink, Ballpen

P refill etc. established all-India companies are marketing their
i prand of products in a cut-throat competition market. A new entr-
epreneurcannot dare to stand in this market,unless he goes for big un-
. {tto derive economy of stale as well as spends lavishly on marketing
' effort. Thus these industries are actually possible only on large
't and medium scale with a big investment. Small scale units in these

industries are only theoretically possible.

Against these even g sophisticated printing press with

. modern offset machine can pe established for 6 to 20 lakhs of

4 rupees depending on size, However rotary machine for Printing of
] o
news paper as well as specialized brinting machinery like mpin

printing, screen printing etc. are Costlier proposition But
P . as

a whole the letter press units and Small scale offget units
COme

quite cheap. There are as many as 16 offset printing machinesg

in Gguwahati city alone,

o g 11.8 Marketing

Another important factor that was mentioned above alongwi th
jnvestment siZe is marketing aspect. Most industries require
great marketing effort, Whether it is a consumer good or Capital
good, it has to be sold in the market. And to do that when there

are reguted manufacturers already well entreched in the market,

o

3

i
i
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call for Vigorous selesmanship on the part of the entrepreneur.
ASSamese youths normally seem to be lacking in this quality. Of
course this jis not without reason. They do not need to compete
much £or job, The region being a backward one, any body doing a
little apecialization in any area find rich openings for him. So
one A0€s not need to make any effort to sell oneself in the job
markét- Our conjecture is that the salesmanship of a person starts
with himself, First he has to be able to sell himself. Then only
he can sell other commodities. Assamese youths do not yet know
how to sell. go they cannot succeed in industries where sale is

a top priority activity. They go in for well-tested ventures. In
assam, it jg historically seen that, when an entrepreneur thinks

of setting up any industry in rural areas the first thing that
comeS o his ming 35 4 rice huller,

and in urban areas a printing
press.

11.9 EXcess Capacity

Thus most entrepreneurs turn to printing.

Because press is
a service industry,

It has a definitive and proportional rele in
t+he urbanized society's lives. A printing press is a part and

parcel of an academic copmunity, a frequent requirement for bus-
iness community, Nobody can really do without printing press, so
press very often enjoys a seller's market. Indeed in Assam also
i1l recently this was the situation. That was why press contin-

ued to attract investments. However in the late eighties the

scene has changed a little. Excess capacity has already developed
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in gen ) b
“*31 printing industry. any future investment should be

direc
wad to Specialized printing lines. In both letter press

and general Offset printing, there is already overcapacity in
@

11'10"L1nkage Effects

HOWw fast the printing industry is expanding can be gue-

ssed from tpe fact that till late seventies bhere was only one

ss ) i
pre With Totary machine in Assam whereas now five presses

RAVE TOtary machine, all additions having taken place in the

So eighties saw a massiva expansion of capacity in

18 3
thi lndustry_ When the antisforeign national movement started

lat i
i8 H SevEnties, the production and sale of books and perio-

dicals

increased. This might have also been a reason for e
teep rj
StEeEP rise i, Printing Capacity,

Th. <
15 has led to some degree of backward integration. One

local manufacturing firm has started producing automatic stop

ind
cylinder Press, rtjg noteworthy that this type of machine

which is reasonably sophisticated for the small scale letter
press Printing presses do not have very many manufacturers
in India. The fact that one full scale plant has come up in

assam denotes the degree of expansion of printing industry,

However it cannot be said that all the backward linkages
of this industry have been exploited. Till now only one prin-
ting ink manufacturing unit has been established in Assam, It

has launched its product under the brand name ‘Luhit®, For




other requisite materials like wooden case, wooden lead etc,
the sState depends on outside supply. But these products are
mads Of soft wood where the state abounds in. These soft wood
goes Out of the state and come back as finished product. How-
evel We& would not recommend establishment of such units consi-
dering the ecological disturbances that are arising following
deforestation. and the soft wood users from outside the state
31ls0 should not receive any more supply from this state. They

can 90 to other supplying regions which have denser forests,

Considering the numerous printing presses in Assam there

is also Scope for establishing type foundries here. Presently

the local presges depend on supplies from Calcutta based pro-
ducera,

There was one local type foundry unit in Guwahati,
gowever due to mismanagement

it turned sick. But this sicke
ness 1is entirelymam

-made and it would not therefore deter
from NeW capacity being created. At least three-four type
foundries can be profitably run here,

But this is not the
fFull number,

Because the big presses almost all have their
captive units, That they are maintaining these units show

that the foundries need not necessarily be high volume pro-

gucers. Because these captive units certainly do not produce
very big amount of types,
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CHAPTER XII
DRUGS AND PHARMACEUTICAL INDUSTRY

12.1 scope of drugs and Pharmaceutical industry in Assam

The drugs and pharmaceuticals industry has enormous scope in
assam and other North-Eastern States of India. The annual drug
comsumption in the N,E.Region in 1983 stood at Rs.25 crores which

increased to Rs. 45 crores in 1987 and then to Rs.110 crores in

1988.1 Thus the drugs consumption is increasing by leaps and bound,

gven if the latest consumption estimates quoted above is an over-
estimate, the impression is clear thgt the rise is phenomenal. In
any case the demand is quite significant. The all-India production

of formulation drugs in the callendar year 1987 was worth Rs,1675,84
9 .

crores,” But during 1987-88 the same was Rse2, 350 crores which signi-

fies an extremely fast growth rate.3

In 1989-90,it rose even higher
O 'R 13,225 crores.4

There is scope for even greater increases in the demand for

drug formulations. Because presently the per capita consumption

of drugs is only R, 5/= per annum in the country's villages which
account for more than 70% of the population, With improvement ip

per capita income this consumption is bound to increase. In the

urban areas the per capita consumption is Rs, 25, which is also

1Souvenir, National Seminar on Development of Pha

s i : rmaceut
Industries in N,E.India, Indian Institute of Chemical Ei;i;a
Guwahati, March 1989, pp. 1,7. ers,

21bid., De7

S—————

3Assam Tribune, 20.4.88

4Economic Times, October 30, 1989
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not high. As per an estimate only 5-6% of the people cgn afforg

modern drugs and 25% use it sparingly. Thus more than 70y

People
5

go without or with little drugs.” With increasing emphasis on

% health care in gevernment plans the drug use is supposeg to
increase. Though the health for all by 2000 A.D. May not be g
feasible proposition, 2025 A.D., or so may see more or less univer-
sal use of drugs. SO0 the coming three decades will See emormous

jncrease in demand and scope for drug industry.

The enormity of scope for drugs industry can be seen from
the fact that the state of assam remains grossly backwarg in
health care measures,which thus bear need and SCope for 3 large

scale increase that will mean corresponding increase of drugs

uses. However to exploit this scope for developing the drugs

industry there will be Necessary a strong promotional driy

€ backed
by

the government. Research & Development work in medicineg
¢

adequate supply arrangement of bulk drugs, training of technic 1

a

personal and a well-planned marketing net-work wiljl be Necessary

As on January 1, 1985 the state had total 12,534 begg in 125

number of hospitals. They are respecti¥ely 2,33% ang 1.67% of all
1ndia figures 5,35,735 and 7,474.% This is less thag Brepaey

to the number of population in the state. Because the Projected

beid., a7

6Health Information of India, 1986, quoted in Basic

: Statistics of
N.E.Region, 1987,North-East Council, p.89
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population figure of assam in 1981 stood at 2.9% of all India
) 7 served ; :
population, Also t+he number of p0pu1ationﬁPer bed 1s 1,791 in

Assam against all-Tndia 1,404.8 Even the doctor = population

ratio is as deplorably low at 1 in 11,879 in Assam.’ An increas-
ing availability of doctors in the state should help generate
more health awareness thus leading to greater scope for pharma-

ceutical industry. However there is a problem. The infra-
structural facilities in the health sector is grossly inadequate.
BeCauSe€ even out of the limited number of medical graduates
produced by the state every year, a major section remain wun-

employed, As on December 1986, there were 240 unemployed medical

graduates Tegistered in the live register of employment eXchanges
of Assam,10

SO there is an urgent necessity of expanding the
health infra-structure.

This also vindicates the hypothesis of
the present study that infra-structural facilities must precede

expansion of industrialization in backward regions.

12.2 Bulk Drugs

In setting the pharmaceutical industries in Assam,

the most
serious problem faced by the entrepreneurs is raw material

purchése. There is no bulk drug production facility in North-East
Tndia,

7Basic Statistics of N.E.Region,

81bid., p.90

1987, p.7
91pid., p.92

1r‘;si:atiswl:ical Hand Book Assam, 1987
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Tt is eally unfortunate that out of an all India production of

fs.480 Crores(as in 1987-88) Assam and North-East preduces no bulk
drug at all.11 Even in Calcutta this haé not come up so prominen-
tly as Yet, Sso formulations manufacturers have to bring bukk

drugs from Bombay, Ahmedabad, Madras and New Delhi. Not only the
bulk drugs, all other raw materials necessary in the production

PTOCess come from outside the region. Only some packaging material
28 wWell as jahed etc. are now locally available. The acquisition

of raw Matertal from such long distance increase their costs by
or 12
30~40%."“ phig problem is not unique for Assam only. The two

states of India-Maharastra and Gujarat, being the major producers

of bulk drugs, enjoy comparative advantage in manufacturing of
formulationg also. That is why, they account for 80% of the

country! g drug and formulation production, 13

It is not only the increased cost that matter to the produ-

Cers; the long transhipments are often delayed and give headache

to the producers. The recent political troubles in Assam has

brought this problem to the fore,

It is therefore suggestible that the state government takes

up trading of these raw materials, They can set up buffer stocks

11, ssam Tribune, 20.4.89

1280uvenir, Pharmaceutical Seminar, p.8

13:111d., pa7

=T
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of these. A corporation can be set up to trade in industrial raw
materials. This can be in the line of Staté& Trading Corporation
(STC) . In addition to pharmaceutical industry raw materials for

other industries can also be supplied. A central raw material

bank can be well in order.

another option is for the government to enter bulk dmug

production. The private firms we surveyed do not dare to enter

this area as they think there may not be sufficient scope;becguse
the user industry, formulation manufacturing units, have just star-
ted in the region, They are afraid of not having economy of scale.

But some eXperts opine that small scale units can be economically

14
viable, If that is true, the government should not waste time
in setting up or Sponsoring some.

12,3 Cold - storage

The government can encourage the growth of cold storage faci

lities so essentizl for pharmaceutical industry. This will help
spatial dispersal of this industry. The production work will be

helped as raw materials can then be pre-stored in these storages
A state-wide marketing net-work would also necessitate estgblish

ment of cold-storages at impartant marketing centres. These stor-

ages can be developed as a seperate ancillary industry.

;i

41pid., p.2
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12.4 Comparative advantage

Tn any industry cost competitiveness is a must for its sound
health. There has to be cost economy in the production process, SO
+hat some leverage can be had to face the market competition. There-
fore the products where the state can have comparative advantage can
pe good options while deciding on the product-mix of any unit. In
pharmaceuticals, Assam may have such advantage on herb-based drugs
nd formulations, as many medicinal herbs are locally available here.
tn this context a vigorous research programme can be undertaken and
ppssible association of allopathic with the Ayurvedic system of
medicines can be contemplated. A synthetic approach of the two
pranches of medicine can augur well for the pharmaceutical industry
in the state.

The selection of the product-mix of the pharmaceutical indust-
ries can also take into account the demand pattern. Certain diseas-
es like cancer, goitre, gaestro-entrieties, diarrohoea and typhoid
etc. are common in this region, Research on these areas and produ-
ction of drugs thereof may be suggested. However this will necessi-
rate active support and assistance of the government as there will

pe considerable financial implication in it.

12.5 Labour

In addition to these problems, the entrepreneurs face a severe
gearth of skilled workers. The present pharmaceutical units depend

on expert hands brought from outside the state, which is not always
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» feasible proposition for the average entrepreneur. Special crash

courses in the polytechnic institutes and colleges can remove this

problem- Full fledged departments of Pharmaceutical Engineering can
pe started later on, depending on the demand as and when it sope.

«hat stabilizes.

But there is one problem. Whatever small number of technicay
pand have been trained in the state have opted for government job,
gor instance the B.Pharm students can become drug ot food inspec-
gor after graduation. So according to the pharmaceutical Manufacty.
rers it will be quite some time before these skilled personsg are
gttracted to the private sector manufacturing fims,

Thus there

will still be a time lag before the industry can avail of the 4
Sna-

institution That
means €stablishment of such institutions brooks no delay

fit Oof establishment of any technical training

already several manufacturing units have started. The pac
. e

eXPeCted to pick up over time., It will not be in the intere

. st of
cost competitiveness of these units to keep on bringing te
e

hnj o
al
experts from outside the state as that naturally entaijg a

higher
oxpense than what local hands will require,

126 Medicinal Herbs

Assam can very comfortably go for many herbal baseq dry
gs
manufdcturing units, Medicinal plants are available in Plenty, h
Sre =

many medicinal plants are said to be having their origip in
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15 3
Assam. It dg nOtewbrthy that in total about 1500 species of

medicinal Plants 5. used for preparations of herbal formulations
which number as Many g 10,000. Assam accounts for a fair percen-
tage of these planig, This shows the enormous scope of herbal for-
mulgtion drugs in Assam, Even in allopathic drugs the herbal ingre-

dients @re€ Used in abungance, Most liver care drugs are herbal

medicines. And for Several other ailments the ayurvedic drugs are

more effective thap allopathic drugs. For instance Metaka Alkaloid

is a better medicine for Gentlemen Goiter whereas Honey can prevent

blindnesS. Neem treeg purify air and controls leprosy, which is a

menace for Indign Population 16

Several herbg, Plants and fruits growing widely in Assam have

valuable role ip Ayurvedic medicine. Turmeric,

Coconut, Zinger,
Kalmegh etec,

Sre geed for G.1.w, Problems. Punarnava, Arjun, Brahmi,

Aswagandha etc, Can be made into liquid, tablet ar decoction for

high blood pressure, Onion, Kerala, Jamun, Methi etc. are used for

diabetes medicine., Tulshi is used as medicine for injury, fever,

cough and Bronchial asthma, Amloki, Brahmi, Bingaraj, Pippali,

Kalmegh etc, have multifarious uses in ayurvedic formulations, 7

155urvey on the Sastriya Medicinal flora from the Brahmaputra

valley, R.Majumdar, Pharmaceutical Seminar Paper,

16Medicinal Plants of Assam & its scope in pharmaceutical ina

; ustry,
0.P.Gupta, Pharmaceutical Seminar paper.

171pia.
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i2.7 Ayurvedic drugs

As per an estimate Rs, 2 crores worth of ayurvedic drugs are
|

consumed annually in the North Eagtern Region. But as much as 95%

of these come from outside the region. The use and scope of

ayurvédic medicine is gradually increasing. There are about 120
government ayurvedic dispensaries, and 60 government subsidized
ayurvedic dispensaries in Assam. More than 500 Ayurvedic private
practitioners are there in the North East. Thus the market is
ever eXpanding. Of the earlier mentioned 1500 species of medi-
cinal plants this region as a whole have as many as 300 species.

But till now only 5-10% of these have been exploited by local
firms and practitioners.

More than 90% of the plants are being

spoilled by people due to ignorance of their value and properties_18
&

Thus there is an urgent necessity of proper suxvey,

collection and
preservation of these herbs and plants,

Though there are many herbs and plants and many drugs can be
prepared from them we would Suggest the ayurvedic drugs industry

to concentrabe initially on mass production of several essential

drugs. These should be selected on the following criterig.

, 1, Wide availability of the medicinal plant,

18Pr05pect for the establishment of Pharmaceutical industry for
the preparation of ayurvedic drugs iq the N.E.India,
P.C.Bhattacharya, Pharmaceutical seminar paper.
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2. Lower cost of production
3, Non-availability of similar drugs in allopathy.

Heart desease, diabetes are such examples.

Tf the manufacturers concemtrate production on the drugs
satisfying above criteria they would be able to capture larger
market. This would generate profit enabling them to expand the

product lines.

aAn inhibiting factor in the growth of ayurvedic drugs industry
is the apathy and lack of appreciation by people. The status of
traditional ayurvedic drugs practitioner has fallen in our Society,
So people dissuade the poténtial entrepreneurs from entering this

lete® ;3
O e RSt ST e U sSurvey we have come across many such

entrepreneurs who shifted to Other lines of production. A syste-

matic compaign to boost the image and importance of ayurvedic drugs

is a must if this industry has to be developed here. The government

must deliver this duty.

12,8 Product - mix

Now in the determination of product mix of the allopathic
darugs and pharmaceutical industry, some social objectives shoulg
e adhered to. The drugs should be targeted at curing the diseasges
of people, not at maximizing of profit by product diversification,
Because since the resources are acarce in a backward area, they

should be carefully invested in the bare essential drugs. According

G
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to Hathi Committee Report, only 116 drugs are necessary for the
health needs of the people. But against that the Indian market is
flushed with as many as 50,000 - 60,000 drugs. Barely 20% of the
medicine available in the market are for 80% of the prevailing
diseases. So 80% of the medicines are for only 20% of diseases.
This shows the topsy-turvy character of drug industry. While tonics
and anti-diarrhoeals have flooded the market, medicines for R,
1,eprosy, Malaria etc. are in short supply. Against an annual demand
of 300 million tonnes of anti T.B. drug INH in 1982-83 only 158

million tonnes were produced. This is a criminal offence when half

of worlds' T.B.Patients live in India and when according to law

TB patients need to be given all treatment free.19

Another harmful practice by the drug manufacturers is the

production of combination drugs. In order to earn profits they

make new and new drugs combining the active elements,

But the woriga
Health Organisation's (WHO) list of 250 essential drugs contain

only seven combinatibn drugs, Most combination"ﬂrugs aIé-HQt,only

unnecessary, but are positively harmful. The Streptomycine ang

penicillin combination is being used for fevar, infection ete

But
this makes the T.B.Bacilli germs resistent to Streptomycin,

which
is used in T.B,treatment. So if such a patient develops T.B, too,

his treatment will be very difficult, 20

19, rational drug policy, All) India demg action network ang

Voluntary health association of India, 1986, pp.1-2, 48,

201p44a., p. 48, 57
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12.9 Hazardous and sub-standard drugs :

There are some hazardous drugs which continue to be produced
with impunity. In early sixties the Swissand Swedish veterinarians
warned veterinarians not to use Mexaform. But this drug which is
unfit for even veterinary use was consumed by the people of India
till recently. Anti-diarrhoeal drug Clioquinocl causes blindness
and is banned in most countries of the world but freely marketed

in 1ndia.21

Innumberable instances of such hBazardous medicines can be
given. There are also some drugs which are totally useless and

wrong. Their ingredients work in opposite directions thus neutrali.

Zing each other. The cough syrups are such an exampte. Because they

contain both the elements which Suppress and stimulate cough.22

Generally it is not Very easy to take on a well-entrenched

business or other interest group. But in Assam the phamaceutical

industry 1is just developing. So the government can and should

start directing the industry right from now So that the drugs
manufactured are only those which are Necessary and essential for

the health of people. To start with only the 116 drugs recommended

by the Hathi Committee should be allowed to be produced

21Ibido V4 ppo 61_64‘

Zzlbid.p p. 74

S T R

e
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But it would et be justifiable to make only one section of

the people Undergo +he trials. So even the outside manufacturers

Should be debareqg from marketing the non-essential and harmful
drugs in Assam,

12.10 Drug Prices

A Common Complaint by the drugs and pharmaceutical industry
in Assam is that they are not receiving the rate as fixed by the
government of India,

The government of Assam should not be stri-

Because their stringency will only goad the

manufacturers ¢q make substandard drugs in order to rem

ain profit-
able.

It is Noteworthy that 20% of the expenditure of governement

of India jig Spent on drugS.23
the health SXpenses are very

well to remember thyg fact.

Because with our large population
high. The state government would de

The enormous scope of the drug industry
should not be wasteqd,

A means of making the essential drugs more easily available
is to rationalize the price structure, Working of the Drugs Price
control Order 1987 whows that reduction in price control leads to
greater availability of drugs.z4 So if the objective is to give

the pecple the essential drugs, the government should not ming
being flexible on price count. Alse the stringency in essential

237pid., p. 4

24Economic Times, 10, 5.89
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drugs prices compels the manufacturers to produce non-essentja)
drugs as well as sub-standard drugs to cover losses. That the
pricing of the essential drugs is faulty can be seen frop the

very low in these drugs: se it has led to a sltuation where IDp
L

has accumulated a loss of Rs, 250 crores.2> The Drugs (Price
control) Order (DPCO) 1987 aimed at remunerative drug Prici
ng « But

there have been lot of arbitrariness. The government alse reg
uced

the number &£ drugs under price control from 364 to 124 But

prices of only 63 drugs have been fixed. all these have )eg t
©

sconti tien ~-€prosy
dai Nuation of production of essential drugs like anti-)
X
and anti-7_ g, drugs by several firms,

Production of dry
lor e i
ch oquin andg Peracetamol etc. alse have fallen.26

In drug industry it is essential that the public s

ec
a lead in setting up capacity, tor takes

For instance the Private sect

would not find investment in bulk drugs economically vi i
Viab

areas like North-East.,

there will be created a conducive atmosphere., With its
° Massive
linkageg, the public sector will develop a skilleq manpow
€r base,

a wide marketing network and a overall industrial atmosph
€re. Also

there is no question of such enterprises of hawving to incu
r

25gconomic Times, 5.5.89

26Economic Times, 16.9,89
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perrenial losses. Because the bulk drugs produced by these public
sector enterprises would find a captive market in the drugs and
pharmaceutical producers within the state., As the latter seem to
depend on the puzchases by the state health department, they may
be compulsorily madeto procure their requisite bulk drugs from the
public sector units in the state, However the pricing of such bulk

drugs would have to be so done that it does not exceed the price

elsewhere in the country.

Also the private sector entrepreneurs in this region should
be mOr'e aggressive and market oriented. At present all the 18 drugs
and pharmaceutical manufacturers of Assam are merely supplying

to government requirement, Not a single unit has entered the open

market vet. This is not 1 welcome sign too.

12.11 State of Drugs producing units in Assam

Assam has feurteen drugs & pharmaceuticals producing units.

They are as follows:

1o Assam Chemical & Pharmaceuticals Pvt. Ltd.
2. Drugs India

3, Doson Chemicals

4, Jo D, Pharmaceuticals

5 Elan Laboratories Pvt. Ltd.
6. North East Laboratories

i Hechatomb Laboratories

8. Humanoid Laboratories

B

TR e T T e —— e

e
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9. Relax Laboratories
10, Kamakhya Laboratories
il. Aldis Pharmaceuticals
12. G.D. Industries
i3. Purbanchal Pharmaceuticals pvt. Ltd.
14. Gelen Pharmaceuticals.

All these units enter to the demand of health department only.

They do not sell in the open market., But even then they have been

able to supply only 10% of the health department requirement. This

R 5 T e

shows the enormity of the scope of the drugs & pharmaceuticals

i

industry in Assam. So far 1,000 persons have been employed by this
industry directly,

IR

besides helping in the growth of.

antiilary
industries like packaging,

However rather than receive incemtives f

from the government, these units are deprived of larger purchase

orders from the government. Playing into the hands of outside drugs
& pharmaceuticals industry, the health department sometimes fixes

he prices for direct procurement at much below the cost price as

the former quote prices accordingly. As then no firm remains in

the position of Supplying the medicines, eventually the health

department procures the medicines from the Central Government

b
Medical Sbére Depot, Tha% way the outside firms benefit, since

they are major suppliers of the Government Medical Store Depot. If
the industry is to prosper in Assam,
stopped. 2’

such malpractices must be

- zy ?fmaceutlcal Industiies, by Assam Drugs &
27Pr0blem== of Loca_ ({U

/ﬁfyﬁs Association, Seminar paper.

|
|
|
{
4 |
|
Pharmaceuticals Leesl Induﬁt
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12.12 Relevance and importance of Drug industry for Assam

As shown before, Assam abounds in medicinal herbs which are
raw material for ayurvedic drugs. Assam also has enormous petro-
leum resources. After the proposed petro-chemical complex in the:
state is set up, there would also be available enough raw material
for the allopathic drugs. So the drug industry deserves special
attention in Assam. In our hypothesis before we showed that a land-
locked economy should stress on industries where raw material can
be had locally. The drug industry is one such industry. Actually

this industry should have been discussed alongwith the petro-

chemical industry, which has been indicated, by the present study

as a thrust industry for Assam. However we discussed it seperately

as it has carveg 5 niche for itself ang as it also includes
ayurvedic drugs,

utilized locally., The agricultural sector will get a welcome boost

from this demand creation.

Whether petro-chemical products or agricultural pProducts eor
medicinal herbs = all raw material for drugs industry are bulky,
These cannot be transported but with high costs. so drug industry
is necessarfly an industry based on local resources. It is an

jllustrative type of industry suggested by us for Assam.
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CHAPTER XITIT

SUMMARY & CONCLUSION

13.1 TIndustrializatien for Economic Development

Industrialization is censidered a3l the world over ag an
jndispensable and inevitable means of develeopment. With increa.
sing populatien and censequent fall in - availability of lang,
agriculture cannot be stretched beyond a point to contribute to
the national income. Also the creation of newer and newer nece-

ssities with the growing pace of urbanizatien and modernization

has meant establishment of more and more manufacturing industrieg
°

In such a backdrop it becomes a subject of worry for the

underdeveloped countries whe have not yet made a score in indug .-

trialization,

efforts ef these countries for accelerating the pace of indust

rial development. a Study of such backward ecenomies is there.

fore highly in order. However to make it a feasible Propositien

we have restricted our purview te theose economies which are lang

locked and constrained with a subsistence agriculture,

In our pursuit for a strategy of industrialization we give
greater stress on social and political factors which generally

tend to be ignored in the economic analysis. The underdeveloped

countries are bedevilled by a wide range of Seocioe-political

problems which are the legacy of the colonial era.
13.2 Assam as a case study

In this study we take Assam for a representative economy

Some endogenous facters have adversely effected the

-

iy —




\‘\\

299

in our investigation. This Indian state has all the character-

jstics of our target economy. She is landlocked. Her economy is
a subsistence agriculture based economy. AS late as in 1985-86
the primary sector contributed as much as 56.8% of the SDP at
current price. Theugh the share is on a declining trend (in 1983-
g4 it was 62.2%)j its main component viz. agriculture depicts a
dismal picture. Employer of 77% of workforce, this sub-secter
contributed enly 42.1% of SDP in 1985-86, This brings out the
character of mode of production in agriculture well. Oout of

total 22,97,588 landholdings in 1980-81 as many as 21,02,580 be-
1onged to the size class below 3 hectares.1 The backwardness eof
the state econemy jis in fact worse than the statistical depic-

tien. Because a significant part of the SDP comes from Tea, which

is an oligopoly of a few non-local business houses, as well as
from the oil industry,

which is controlled by the central govern-
ment.

Thiis Assam is a perfect example of a backward ecenomy .

13,3 Problems of a Backward Economy

A backward economy suffers from numerous handicaps. Lack
of natural resources, sub-optimal use of existing natural resou-
rces, high cost econony, scarcity of capital, distributien eof
labour force heavily biased towards primary sector, old techne-

logy, depeessed wage rate, labour intensive technology, Vvery low

1Directorate of Economics and Statistics, Assam, statistical
Handbook Assam 1987,

——— —
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productivity of factors of production, extremely insufficient
division of labour, low human capital fermation, lew growth
rate of national income, continuous fall in per capita income,
£alling per capita consumption, etc. are some of the character-

jstics of a backward ecenomy.

With these constraint® backward economies obviously face
problems in the industrialization precess. Non-availability or
1ittle availability of resources makes investment in infrastru-
ctural development impossible. If a strategy fior concentrated
gevelopment of some part of the economy is attempted by mepping
up wWhatever resources is available, a dual economy may develop.
In case of sub-optimal use of resources, a high cost economy

b
may be the result. High prepersity to consume keep national sav-

ings low. Pelitical situation in such states remain volatile.

The landed section (alongwith the traders) which tend to be power=
ful in political scene collaborate with foreign or multinational
firms. With this business-politics nexus the little available

resources also is plundered by the business firms. The economic

condition of the mass people as well as the economy as a whole
tends to deteriorate. Remaining uneducated, the people happen te
pe of regressive disposition. Lack of family planning and conse-
quent population explosion make the situation woree . The mass-
ive unemployment tends to create tensien and distmwbances., Poten-
tial entrepreneurs and investers find this atmosphere incongenial

for industrialization. Thus the economy gets locked in a vicious
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circle.
13.4 problems of Capital and Technology

when the backward economy under consideration happens to

pe a part of a national economy with developed counterparts

elsewhere, the national financial institutions tend to ignore

such a region in investment decisions even though they mop up

savings. Thes credit deposit ratio as well as per capita assis-
tance of national financial institutiens in such regions remain
pelow national level and a drain of wealth takes place. Average
per capita assistance santioned by all India financial institu-

tions for Assam at March end, 1984 was only Rs. 16.57 compared
to all-India level of &s, 58.30.2

The preducers and manufacturers in a backward economy
stress on profit maximization. They spare no resources for R & D
work. But periodically they continue to impert technologies from

abroad. These repetitive technology imperts raise capital eutput

ratio and tell on foreign exXchange reserve, Neglect of the R & D
works deprive the economy of ancillary developments,linkage and

spread effects that might have accrued. Because the imperted

technology never gets internalized by the system.

2

Economic Survey Assam 1985-86, Directerate of Economics and
statistics.
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13.5 political Leadership

Though paucity of natural resources may hinder the process
of industrialization, am illuminated and strong political leader-
ship, as seen during the Meiji Restoration of Japan (1868- Yis
can help in indust#ialization. Political activities are closely
1inked with economic power. The celd-war betwmen the two super-
powers is alsoe basically a fight fer greatér market control, The
non-aligned movement is nothing but an econemic association with

its ever increasing stress on south-seuth co-operatien,

Pelitieal leadership is of utmost importance in the econeo-

mic growth of an economy, Emperer Meiji converted the feudal and

military hierarchy to an efficient economic structure. His natien-

alization of the shipping lines stopped outflow of foreign exch-

ange. In contrast the neighbouring present Bangladesh Government

continue to let her entire shipping line te be deminated by fere-
ign eperaters,

Back te our model study, we find that compared to the

present regional party government in Assam which has depended on

urban middle class for its vote bank the earlier regimes depended

on the tea labourers and the riverine Settlers ceming from erst-

while East Pakistan., The latter did not have demand for industri-
alization in the state. Se the pelitical leadership could de with-
eut being much vecal on this, But the present government have had

to demand the central government to establish mere and more indus-




303

tries in Assam s¢ that employment avenues are generated for
urban middle class. As many as 10,545 small industries were re=-
gistered under the new regimetill the end of 1987. This is quite

significant, when till 1983-84 the state had altogether 16,734

2 3

political Support has enabled seme tndustries to grow and
flourish. A notable and classical eXample among them is tea. The
tea estates in the imperial times were granted big'. plots ef land.

. Labourers were Settled in vacant lands where they cultivated. to
create supplementary jncome. This enabled the garden owners keep
the wages low and thereby increase profits. Such instances esta-

blish the overwhelming importance of pelitical factor in the in-
dustrialization Process,

13.6 Infra-structure

Infra-structure plays a pivotal role in industrialization,
without its proper development, industtialization cannot pick up
momentum. There must be a co-relation between the poeor infra-
structurel development in Assam and her laggard character in
industries. Only 24,41% of Assam's roads length was surfaced as
in 1983 against all-India rate of 47.04%. The entire north east
accounts for enly 6.3% of country's total road length. In power
also Assam fafes poorly. In 1985-86 she produced 845.,1 million

KWH and had to import 586.6 million KWH from others in order to

31bid.
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make up the demand-supply gap.4 Trregular power supply has comp-

elled several medium and large scale industries to instal diesel
generating sets at additional capital cost. Prominent among them
are AsSsam co-operative Jute Mills Ltd., silghat and Assam Syntex
1td. These happenings naturally perturb new entrepreneurs and

dissuade potential entrepreneurs. These prove the impertance of

prior establishment of infra-structural facilities for industrial

development in backward areas.

13.7 Labour

The labour issue should net deter industrialization in back-
ward areas., It was shewn by TISCO which raised the preductiwity
of labeurers from 5.52 tonnes in 1918-23 te 36.32 tennes in 1935
39. The glass industty of India,which started with Japanese and
Austrian werkers could indigenise the entire work force by 1932,
These shew that given proper training, the lecal labeurers can
become as preductive and efficient as anywhere. Thus local people
must justifiably be recruited in industries so that the regiens
locating the industries derive benefit frem them. The large poel

of unemployed people in rural and semi-urban areas can easily

£ill the bill fer lew volume, simple technolegy small-scale
unitse.

4Statistical Hand Book Assam 1987,

il
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13.8 cemmon market fer Land-locked economies

A landlecked ecenomy faces serious problems in precure-
ment eof raw materials. Cest of preductien in Nepal as for inst-
ance is therefere 15% higher than a ceuntry with Sea access.5
Tinternational law entitles such a country outer access threugh
the passage ceountry. But that the strict legalistic facilities
atre net eneugh has been pmeven by predicament of Nepal. The
transit fule needs liberalizatien. Bleckades and lack of pass-
age makes industries st@rve of raw materials and people of essepn_
tial censumer geods. The GNLF agitatien at Siliguri and Bede
agitatien in Kekrajhar area made whole Nerth East India suffer
frem inadequate suprly during the peried and consequent price

rise. All these underscere the necessity of raising buffer gge.

cks of imp®rtant raw materials as well as of @ensumer geeds. A
common market strategy may be tried with adjacent regiens or

ceuntries, The cemmen market strategy has been popularized by

the Eurepean Ecenemic community (EEC) fermed in 1957. New the
EEC's trade accounts fer as much as 40% of internatienal trade,
Even if the trade among member countries are excluded their share
still remain 23%. But the high level ef intra-community trade
alse is a benefit for the members. Enlargement of the market
helps in the gtewth and development of capital geods industry,

This is specially relevant for Assem and Nerth-East.Hewever g

SEconomic Times, Octeber 3, 1989,

R
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cemmon market cannet succeed if industries of membEer countries

are not efficient. Membiers of Latin American commen market LAFTA
which was eatablished in 1961 prefered teo buy fesm outside, beca-
use of higher prices of Latin American manufacturers. A cemmon
market cannot alse be successful if some members happen teo be
highly developed with ethers ceomparatively underdeveloped; the
latter do net ce-operate for fear of deminatien by the fermer.
change of government and policy of any member country alse may
jeopardise the market. For success the community should develep

cemplementarity in their industrial structure.

13,9 Savings fer capital formation

Capital, the most essential requirement for industriali-

zation, gets generated in savings. On this the Indian Ecenomy 1s

net deing very badly. Her net domestic Savings as percent of

national income rese frem 5¢7% in 195051 to 22.3% in 1978-79.

In 1978-79, 79% eof it came frem household sector, 19.3% from

public secter and 1,7% from demestie cerperate secter. But £n

the context of Assam which is a very backward region, share of

household secter is expected to be predeminant, And with high

marginal prepensity te censume in such underdeveleoped ragien,

in
1985-86 small savings in Assam (excluding deposits in banks) was

savings can be expected only in the form of small savings.

only R, 75,07 creres which was a bare 1,57% eof the states's net

SDP Rs, 4777.30 cror'es.6 This brings eut well the capital scarcity

6Economic Survey Assam 1985-86.
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.faced by Assam. Deposits in the scheduled commercial banks in
Assam also was found to be low when taken as percentage of SDP,
in cemparisen te all-India percentage. And the werse thing wawse
thing was that even of that depesit, the banks are offering a
jewer percentage as credit than at the all-India credit - depesit
rate. Because that implies taking out frem here seme of the

preeious savings mobilized by these institutiens.

13.10 Supply and Demand censtraints

Due teo poor reseource base @f Assam and censequent inade-
quate cemmercialization, demand fer industrial geeds remain lew.

Alse due to poor availability of agricultural preducts in a sub-

sistence agriculture eeenomy industiies-suffer from raw material

constraint, which is enly aggravated by transpert problems. Thus

industries suffer frem both Supply and demand censtraints. Se

that at least ene eof these, supply censtraints,can be eliminated,

industrialization gheuld be based on locally available raw mat-

erials. Therefore we have identified three thrust areas for ASssam.

They are textlle, agro-based and petre-chemical #ndustry. All

these are based en local resources, In keeping with the large

stock of poor unskilled werkers as well as peer pesource base

the industries should be as far as pessible in small scale with
labour intensive technology. When large sophisticated industries

are established, care should be taken to employ labourers after

proper training. This will help spread the industrial culture in
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the state.
13.11 Pre-dominance of Service Industries

Service industries have dominated the industrial scene of

assam. This is net a welcome phenomenon. For this the financial

institutiens are to blame. Road transport operators, printing

industry etc. account for an overwhelming part of the investment

portfolio of financial institutiens, The subsidies and concessioen-

al finance are Creating inefficiencies and unwarranted capacity

generation in service industries. se these schemes should be stop-

ped totally except for the thrust industties, Unfertunately the

state budgets go on exXxtending these facilities to more and mere
service industrtes,

13.12 Tea

After these theoretical discussiens we have analysed some

industries or industry 9reups in little details, First

of them is
tea. Assam produced 371.75 million Kg. ef tea in 1988 which was
53,02% of all India output 701,09 millien Kgs. Assam tea has g
higher ¥ield rate than all India,’ As rainfall, seil, humidity

etc. are of prime importance, so for the maintenance of teg qua=

1ity, preservation of eeelogical balance as well as serious affer-
estation drives are called for.Though the Success of tea planta-

tion has led to numereous small gardens te Crop up they are not of

7J. Themas & Co., quoted in Data Bank *89,

—
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conomic size. A tea garden should be at least 200 hectareg or
e -
500 acres in size. Amalgamation eor ce-operativizatien

©f sma1j.
er gardens may cure them of sickness.

13.13 Agro-based industries

Assam abounds in agricultural and forest proeducts baseg
on which numerous small scale industries can be developeq, Differ.
ent types of agricultural Waste materials can be useg as feeg-

stock of numerous chemical ang consumer geods industry, Rice husxk
and saw dust yield silicon, oxXalja

Rice straw generates

sedium silicate, furfural,
acid, artificial coal and active carben.
paper board, pentese, Cattlefeed, ethyle alcehol and mone Sacha-

rides. Paper beard, micre crystalline cellulese:

and Moeulding
powder can be made frem Jute stick,

Tea-wastes yielq Caffeine.
moulded plug and compost manure,

As all these agricultural wastes are available Plentifully

almost at no cost, Assam enjoys a definite comparative advantage

in the abeove product lines. an impertant agrebased industry viz

jute products deserves special attention. The only Jute mill in

cpened in 1986 after a long perieqd register-
ed profit in the 21 month peried ending

the state which was re-

31 March, 1989, 8

New this
industry needs a massive modernization drive!

Alse insteagd of

emaining at the stage of producing hessian andg sacking, preduc-
r

tion of final preducts like thermal insulated blanket by Jute

8Annual Repoert 1989, Assam Ce-operative Jute Mills Ltd,
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fibres blended with poly propylene, carpets, decorating jute

covered yarn used for packaging etc. should be taken up.

Agro-based industries have lesser gestation perioed and are
comparatively less capital intensive than other industries. Tech-
nology is simple and there is sufficient scope . for employment.
Agricultural preoduces being perishable the waste materials can be
easily disposed of without environmental problems. Only an effi-
cient and wide network fer procurement of these perishable feed-
stock is necessary. Establishment of a chain of cold sterages

throughout the state would alse be necessary.
13.14 Petro-chemical industry

The current large industrialization plans are all centred
around petro-chemical projects. The recent mega Capital issues
by the Indian cerperate sector targets at develeping the petro-
chemical industry in a big Way. One of the several big!. petro-
chemical complexes being planned wWill be in Assam. With this and
other downstream units Assam can hepe feor a massive industriali-
zation programme. Of numerous downstream industries, plastic ana
pharmaceutical industries have bright future in assam. In the
light of enermous scope, establishment of an Ydyeg Nagar as sugg-

ested by the task force for economic development of Assam weuld

e e

be in order.The L.C.Jain Committee on clause seven off Assam Accord

recommended an aromatic complex and an integrated gas pipeline in
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in addition to the Preposeg 0il refinery and the prepesed petro- ﬁ”
chemical Complex,

Based on Petro—chemical products the bulk drug industry

can be develepeq here, Presently the entire eastern zone suffers

from inadequate capacity of bulk drugs. This constrains the deve- |

lopment of fomulation industries, Assam has a rich flora with

numerous medicing) herbs, ppis gives her comparative advantage in

Tt

ayurvedic drugs industry_ In allepathic fermulation drugs the

only the essentjgy) Arugs are manufactured. There is neo sense in
wasting reseurceg °n Spurious

LS

drugs or redundant cembination “=

13,15 Textile industry

T E—

Textile is gp industry Which traditionally flourished in
Assam albeit in handleen Secter only.

Assam has 6.94 lakh looms
and employ 12 1laknh Pecple in this in

R ———

dustry. But 75% of these

looms are ordinary tpre,, shuttle loems. Productivity is abysmally |

low = 81l.59 sq. metre Per weaver per annum. Actually mest hand-

leems are sSeasenal, operateg temporarily befere the festive seq-
sons. S0 wWith 16.4% of country's leems, Assam produces only 2,.84%of
country's handleom pPreductien. Thus the handloom industry has
enermeus scope for develepment in Assam. And with the availabili-
ty of polyester staple fibre frem Bongaigaen Refinery & petre-

chemical Ltd., the medern textile mills and powerlooms alse can



312

be developed now. Already a few spinning mills have been establ-
ished. Hewever all eof them have a poor capacity utilizatien.

Reasens are erratic power supply, transport peoblem and preduc-

tien dislecation due to distumbed political atmesphere.’ These
vindicate eur emphasis en political and infrastructural facters
in the industrializatien precess. The spinning mills have faced
difficulties due te delay in establishment ef dewnstream user

industries like weaving complex. A part of the blame lies with

the Co-operative department which is net giving adequate guidan-

ce and suppert to pewerleem ce-eperatives. Theough the government

of Assam holds licence for 10,000 powerleems it has failed teo

enthuse promoters. The government agency fof industrial premo-

tion viz Assam Industrial Development @erperation seems to have
erred in the selection ofentrepreneurs- under its decentralimed
industrial development scheme as theentrepreneurs se assisted are

still to deliver the goed., It is true of the fimms seélected for
powerlooms alse.,

13.16 Promotienal drive

The gevernment should launch g massive industrial premetion
drive. Machinery exhibition sheuld be helé highlighting agro-
based, petro-chemical and textile industries. Time<bound action

by the promotional agencies like financial institutions, elect-

ricity boards etc. should be made cempulsory, Supported by

9Economic Times, September 25, 1989,




31.3

adequate infra-structural facilities, the new breed of entre-

preneurs will certainly ensure a positive result.

13.17 Recommendations

On the basis eof our study we have arrived at seme cenclu-
siens as given beleow. Of ceurse they are net hard and fast rules,

Lecal factors may justify the importance of seme of them. But

breadly these are of interest in an industrializatien Process,

1. When the secial situation is volatile or even

otherwise,
the entrepreneurs can depend on the rural settings

better than
on urban setting,

Youths and werkers in rural areas are less

deviant frem secial norms than their urban counterparts,

Greater
social affinity ang bindings,

lesser frustratien among the rural

peeple would help in better industrial relatioens. Small Scale

units with unsophisticated technelegy can easily depend on the

rural unemployed for unskilled labeur requirement. Thig Calls
for identificatien of viable units fer rural areas,

2. The government financial institutions shoulgd necessarily
maintain credit - deposit ratio for a backward region at least

equal to the natienal level. Tf possible, it ®heuld be made

This calls for periedic monitering
py the government. Alse, the increase sheuld be in Phases ¢q

higher and preferably 80%.,

enable the economy te absorb the increased money flow,
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e 1 The industries should be barred from repetitive impof't

of techneloegy. R & D works have te be develeped to adapt and
further develop the technolegy onee imperted. Thorcugh inter=
nalization of the technolegy by the system would help in domes-

tic development of a wide spectrum of technolegies dewn the line.

4. Industrialization of a backward economy is not strictly

dependent on natural reseurces, but mainly en pelitical leader-
ship. Even the gevernment agencies fer industrial prometien can-

not function properly fer the lecal interest without clear-cut
policy guidance.

56 Infra-structural facilities must precede presence of

industrializatien in backward areas.

6o Unless industrie}ization prevides empleoyment te leocal

people, the region cannot derive the benefit. Methed of remote

over recruitment frem outside the region sheuld the
disceuraged,

control

7 Strategy for development of industries in a lang locked

region must be based on self-reliemce with regard te raw materj.

al and tezhnic¢al personnel, Institutions should be set up te

impart technical skills to unempleyed youths,

8. International law regarding passage fer landleckeq Country

should be liberalized, Otherwise serious problems may arise jp

precurement . of raw material and/er sell ef industrial Preductg
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outside the country,

9. A landlocked region should stress en industries for which
raw material <an be procureq from adjacent regions, if not demes-
tically available, Alse, 3 regular buffer stock may be maintained
for impertant raw Materials. Jgeint ventures with adjacent regiens
may be explered. A cemmen market with adjacent regiens may be

the best possible Cption for a land locked eeenemy. For success

of such market the members should be at equal or comparative stage
of development. Alge inefficiency of production reflected in
higher price than outgjge the market is a bane fer its success.
Complementarity in industrial structure is a key to success of
the market. In case of Assam, a cemmon market with ether North-
Eastern states as wel) .o West Bengal may be explored. Presently
insufficient marketing facility has compelled the major indust-
ries from Assam like tea and plywood te sktuate the distribution

centres eutslae the state, mhiy P& sn unwarranted conditien, not

conducive for industrialization process fer this landlecked state,

10, Celonizl legacies have left the backward economies with
industries using labeur intensive technelogy. Even otherwise,
for these underdeveloped economies with huge bepulatien burden,
lew econemic base, Paucity of investible reseurces, necessity to
maintain equal developmental pace all over, growing unemployment
with increasing pepulation pressure on land etc, , the small

gcale industries with labeur intensive technology demand greater
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i . The
attention Se can be dispersed specially. The consumer goeds

heu
industry sheuld basically be in small sector. Agro-based indust-

ke rice
ries 1i bran ©il, cattlefeed, oxalic acid, moulding pewder,

£ manure
compos ete. ag Well as the powerlooem industry need

greater encouragement

11, Though we haye St
es

Sed on greater development of small
Scale industrieg,

there have to be some large scale units which
are centmally 1QCated e
* “apital

£ geods industry like preduction ef
machinery for texty;
e ang Agro-

based industries @an fleurish in
Assam. IN Case

of intermediate goods industry such units weuld
ensure scale ®Conomy SUpplying inputs to final goods manufactuw
ring small unitg, The Petro~chemical industry alse should be
largely in large SCale as the minimum ecenemic size of these

tries are
indus Very high ang since with the generatien ef so

lants al
many p all over the country the market will beceme a buy-

12, In View of the Jack of sufficient reseurces with the

private sector, any large scale industry can only be establi-

shed in the publie secter,

13, Assam should stress eop three thrust areas in industri-
alizatien viz. textile, agro-based and petro-chemical industry,
The first twe will generate enermous employment directly, where-

as the third will fécilitate ancillary develepment and indirect

employment e

==
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14 Impgovement of agricultural productivity and income ig
an imperative se that demand for industrial preducts pick up,
a subsistence . agriculture acts as a back-pulling ferce jip the

ptecess of industrialization.

15. The present domination of investment portfelie of finan-

cial institutions by service industries and ecoleogically harm-
full industries hhould be corrected,

16, Subsidy, seed mepmy and cencessienal finance sheulg not

be offered to service industries, industries where eXcess

capacities have been generated. These sheould be restricted teo

thrust industries, manufaeturing industries using lecal reseour<

ces industries using new technolegy certified by institutien

like RRL and industries Capable of generating sufficient

empl@y-
ment for lecgl pupulace,

For other industries, availability of
finance from scheduled commercial banks should be enhanced, In

industries what matters more is timely availabhlity eof Ccredit,

rather than subsidies and concessiens.

17. Tea estates sheuld be of at least 300 hectares (500
acres) large in size which is the minimum ecenemic 8ize unit,

apmalgamation of sick gardens is suggested,

18, Te mitigate the pewer preblem, captive micro—hydal-plants

should be installed by large industries. Or cluster of smal}

industries can be developed areund micre-=hydal-plants. Incen-

tives should be effered te industries to use pewer saving devi-
ces,
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19, Agre based industries are specially recommended feor
Assam. She has definite comparative advantage in this line,
With plenty of agricultural cemmedities and wastes, these lew

technelegy, shert gestatien peried industries can create ener-

mous empleyment in the state., An efficient network for procure-
ment of raw material and a chain ef cold storages are pecommen-

ded te help these industries develop, i

20, Industrializatien in backward ecenemies should be based
on lecally available raw materials,

2l Petre~chemical and plastic industries can generate ener-
meus ecenomic grewth in Assam. In plastics a training centre i
is necessary, fﬁr Petre-chemical complex and its dewnstream ﬁ
units an Udyeg Nagar as suggested by the task force is recomme=
ended, It sheuld be near the Brahmaputra river with adequate

transpert facility to mearest port like Calcutta and Paradeep. 4

Because petro-chemicals has an expert angle, J

22 Drugs and phammaceutical industry has big scepe in Assam,
Since they are at an incipient stage, it is easier te mould it
now. The preduction ef spurious, banned or unnecessary cembina-
tien drugs should be discuouraged,only the essential drugs sheula
pe made. A common malady of phamaceutical industry, the lack of
pbulk drugs can be cured by establishing &t as a downstream unit
of the forthceming ' faetre-chemical cemplex.
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23, Machi

RO S hibitien sheutal B hal@ telattiact the! attans
tiQn

of emtrepreney,.

ies' I

24‘

The licenses for 10, 000 powerleoms that the state goverh-
men+.

is sitting up o should pe expeditiously utilized te deve-

lep, this industry, ¢, the user weaving industry does net
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Names of Industrial Units Surveyed

Appendix I ri I

1,

Name of the Unit

Type of Industry

a 10.
|

12.
13.

!i.

Frd

15.

16.

17 .

18.

Aldis pPharmaceuticals.

Assam Bandage Manufact-
uring Industries,

Galen Pharmaceuticals.
Kareng Printers.,

Sri Guru Press,

Kiran Engineering Works,.

A§sam Co-operative Tex: ,-
tile Industries Ltd.

Assam Polyester Co~oper-
ative Society Ltd.

Imphal Metals.
Brilliant Process.
Wire & Wire Products.
Angshuman Metal Works.,
Dhanada Press

Hotel Brahmaputra
Barua Printers.

Aroma Tea(P) Ltd,

Borah Printing Works

Das Metal Tndustries

Formulation Drugs,

Bandage & Surgical
Dressings.

Formulation Drugs.
Printing.

Printing.

Fabrication.

Textile.

‘Textile.

Fabrication.
Block making.
Fabrication.
Fabrication.
Printing
Hotel
Brinting

Tea Packaging
Printing

Wire & Nail making

|
Location 1
\
|

Guwahati.

Guwahatil.

Guwahati.

Guwahati.

E
Guwhhati. ! h
Duliajane.

Guwahati,

Rangia.

Imphal. N F"
Guwahati, ?
Guwahati. | i“
Dibrugarh. |
Dibrugarh,

Sibsagar.

Sibsagar.

Guwahati,

Dibrugarh.

Guwahati, ey
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Sl. Name of the Unit. Type of Industry. Location.
¥o.
19, Sri Krishna Tea Estate. Tea. Digboi.
20, Segunbari Tea Estate. Tea. Dibrugarh.
21, Bagrodia Tea Industry Tengakhat.
Ltd. Tea.

22, Hindustan Fertilizer Fertilizer. Namrup .

Corporation Ltd.

% %ig?m e Petro-Chemical. Namrup.

24, Nagaon Paper Mill Paper. Jagiroad.

.
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Some possible down-stream industri

proposed petro-chemical complex

Appendix II

es for the

Name of polymer based
consumer product

Investment required |
in an unit
(in lakh rupees)

1. LLDPE Film extrusion (monolayer)

2.

3.

4,

5

6.

e

8.

9.

10.
11.

i2.

13,

general purpose packaging

Milk Sachets
Detergent Bags

Blended with LDPE Bags Gp Heavy
duty (for foodgrain, fertilizer etc.)

Nursery Bags
Linear for Sacks
Water management f£film

Extrusion of multi-layer films,
Milk Sachets

Extrusion(others) for Snack feod

Moulding caps & closures

Domestic containers
Moulding, Bottles, drums

Moulding (Rotational) tajks for potabl
water storage, loft tapks, storage
bins for rural areas

10

10

100

15 i

15

e

above 30



~

14,
15.

16.

17.

i8.

19.

20.

21.

22s

23.

24.

25,

26,

27

28,

29.

30,
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HDPE Film extrusion carrier bags
Gen., purpose packs

Woven tape sacks for cement,
fertilizer packaging

Pipe extrusion water pipes

Other extrusion, monofilaments/
ropes

Cane for chairs
Sheet for liners ete,

Injection moulding & blow
moulding for domestic items

Luggage Ware
Purniture

Bottles and €ontainers
Toys

Educational aids
Jerry cans & carboys

PP film extrusion, clear
0 £film

sheets, Black beards

Woven sacks/Tapes/cp

10

5 - 10

30

20

25

5 and above

20 "

30

15 and above

50 and above

30 =




g

32.
33.
34.
35.

36.
37.
38.
39,
40.
41,

42,

43,

44,

45.

46.

336

ﬁono—filaments/ropes
Inj/BlowW moulding appliances
T.v, Cabinets

Containers and domestic ware
Furniture/Luggabe

Ball pens & Réfills
Automotive parts

Textile components

Bottles & containers

Crates

Industrial components

Filled pp parts for industrial
usage components

Laboratory/Medicare toys etc.
Fibre staple fibre
Cont, filament

Water proofing

7 and above

10

20

8 and above

20

15 and above

10

5 and above

50 »

10 .

30

300 and above

560 =

source g Report ©

Planning commisgsion.

£ the €Gommittee on clause seven of Assam Accerd,
April 1990,




