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DEREGULATION AT THE STATE LEVEL

’

INTRODUCTION

Background

There 18 a perceptiron, shavaed  wicels, thabt oeres=pd b pan o
1industery and COMMETCE 10 Tnove Fazs stopped At oYy
pronouncements by the centtal gouvermment. Al the =ialte |avel,
not only do we s5t1ll have a plethiora pf rlos and 7 pelatyons,
but they are entorced in an untrrendly mannst.

Industrial anad commercial units an Indra o aratead os o teo
obtain an astonishingly large number of approe. s

state and central government authoriries to sts
business. Udyog Mitra orv Mabharaszntra §Tr=ths ool anc
state legislations whach 1mpinas on 1oduste sl aery ! 1 e
state and even thizs lList 1 nob srhaw :
of Commerce and Induztey angd Indian Perchant = hambes T oagta,
have drawn attention to the fact that a ftouras=t rocoer g o
needs 44 permissions and clearances  Trom L) s | i1 sl oate
govaernments befores ang af ey volementat v, | byez
Confedsration of Indran Industr. T e tE L ANTA - Yo
average 18 gyovernment inspectors  Lisi1t gaon Timdre=tr v Al ounat
in Madhva Fradesn every year.

| AT T A R IR b

S0 reloFE1 AL 1N

bor, e, Phiee  vava ) Loanhver

AN analysis  of the Udyeg Mitra list reveals thao o, o1 bne
legislations  are central and of thess S sra diedostene
apecl fic. Of the 118 inspection visitz list by T are
by central government 1nspectors. The wmor s thove 1 e
may note 1 paszing, ig  that even at ol leveld
deregulation has only aust begun and a grea ) ERALME T
be done by way ot  rationalisataon OF  anchaEi e o cEpEL ) T
legislation.

Purpose and Scope of the S5tudy

THe purpose of thiz paper 15 to exemine the current  zrarus of
deregulation at the state level. Wbe O this t. ool g st bEb
management of industiria)l  approsals an the four wester e g2t e
of Goa, Guyarat, Madhya Fradesn zmd Manarasnty oo, PRI A
sugoest a tew measzures whiich vouild maks  Lis apu o, - OE
My e induztry—=friendly. To Leep Phe amal ., gz I i e e | L
limit ourselves to the initial tas=  grsbrns bt froane e g
approvals reavired from 10 smtate o sramant sauthor ghyss o el
up a new trgdustrial wnit. The e IRl RN AT TR SR W IER R B B
industries and  account for Ehve ol of the Pame  ardd fer Tt
gpent 1n seeling 1nitial permissions and ols

Arangan,



Data Sources

Our findings are based on puslishead intormation and D2
meetings with 1ndustrial units and government offilcials in the

state capitals and a few Dilstricts.

INDUSTRIALISATION STRATEGIES OF THE STATES

Tha rowr stabtes sesm o hHave Juite duffaerent strategiles for
tnadustiriall sation. Exhibit-1 brings ouwr  these differences

serearly.

Goa does not have & strong  entreprensvgeral class, but has a
skilled andg educated wort force, a prett, counvryszilde and A
thriving tourasn industry. Her  emphzsiz 158 on nigh value-—
adadead, non-pelliuting industries whioch o slk1lled  manpower and
pay hign  wages, even thowgh thiz  may nace depressed the rate
ot 1ndustrial growth.

&
DS

gquPﬂt 5 Growtn fras come primaryly from the small unaite gat
up by har sntrapreneurs. But 10 bthe process, productivity of

capiltal and labouwr and the level of wages bhave surferead.

Madhya fFradgesh has achievaed a high rate oy growth by making i
apeclal effort to atiraclt sntrepranedrs fron sputside the state
to s2t  up large wnlts 1n neEr growth IENTITES. Howeavar the
high capital-intensity of manutacture nas notbt been retlecteo
in high labowr productivity and wages.

Maharastbera naz tollowed & two-prongea ztrategy oY developing
the FHombay-Thane region 1nto an wntarnational  centre for
Lartiary =gctor activibies and dizpersing manuracturing
1n@u5try o other parts of the state. I the process, =h& has
achriteved balanced, but not a2 vyery nign rata of graowth.

The states have used thres main tristruments to influence the
rate and pattern oFf ndustrialicsation: provision of incentives
to FrEw and expanding unytsy 1nvestments to Create
infrastructure and factor endowments (like skilled manpower,
capital through the state financial corporations); and the

grant ot pernissibns  and clearances. in this paper, we are
concerned only with the third. Az we =hall ses later, the

etates approaches to giving clearances vary aquite distinctliy,
aspecrally 1n respect of land ana pollution control.

IMFORTANCE OF AN INVESTOR-FRIENDLY AFFROVAL SYSTEM

O the three 1nstruments wmentionsd SGOVE, incentives have
probably been recorted to most  widely. Tet, they reprecent a
drain  an  the public @xcheguer and  do not  enhance economlcs
efficiency. They 1norease private provitapctlity by simply



Exhibit-1

INTER-STATE COMFARISON OF INDUSTRY CHARACTERISTICS

(1991-92)

Unit Lioa Lutgarat Madhy & FMabha-
Fradesh rashtra
Growth in % FL.A. PR A 72 a2

value added
by Industry
(VAY . 1980-81
to 199%-94

Employees/ No. B0L.8 bI.6 &, = iR
Factory

Capital’ Re.L 195.5 15%3.8 R “1205
Factory

VAs/Factory fis. L 128,42 46.8 81.9 B

o

VA/Value of Ratio .22 .17 0.2
Output

Capital/ Re.l 2.42 2.42 A0l 2.68
Employee -

VA/Employee Re.bl 1.59 .74 0. 8BS Loo7

Capital/va Flatio 1.32 .3 T2 2.91
Employment Rs. L O3 .27 0.29 b

Lost/Employee

Gross Return pA 379,86 12.4 17.7 S2.8
on Capital

Sources ¢  Annual Survey of Industries and State
GDFs. ~
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transfering funds from the public  to praivate hande.
Investments in 1nfrastructure and factor enuowments i1ncrease
private prafitability by improving production efticiency, but
requlre resources,. ' N investor—-Yriendly approval syatem
impotrves private profitability Yy reducing project costs, It
increases the ceocial returns on  investment, but dors not
impose a heavy burden on the publaic exchequer.

fAin investor-friendly approval system can never be a substitute
for investment 1in infrastricture and factor endowments. But
it deserves priority Tor the csimple reason that 1t i3
efTiciency-enhancing and yet affordable.

THE APPROVAL PROCESS

Approvals at the state level become necessary because of state
legislation (e.g. land actz) or central legislation
administered by the states {(e.g. pollution control acts) or
the need to grant access tao facilities provided by *the states
(e.g. power, incentives)., Exhibit-2 provides an overview of
the approvals required from the 10 authorities at  various
stages.

Approvals from the Directorate of Industries

For large and medium units, the initial approval comes from
the central government 1n  the form of a letter of intent,
industrial licence aor  acknowledgamant of the 1ndustraial
entrepreneur ' s  memorandum. \ copy of thig 15 sent to the
Director of Industries af the state concerned.

For small units, the starting pownt 18 a certificate of
provisional registration fram the state Ditrectorate of
Industries. In all the four states this certificate 18 1szueq
on the basais of an affidavit by the entreprensur, undertaking
to obtain all approvals 1n due course. fFinal registration
which is essential for availing of 1ncentives 15 wiven after
verifying that all approvalsz have been obtained and commercial
production started.

Frivate Land for Industrial use

All land is classified az agricultural, trinal  or  none
agricultural, under the =z=tates lang reavenue codes. In
Gujarat and Goa, it a piece of agracultural land 13 to  oe puk
to industrial use, the concernad tizmtrict Collector =
permission 15 reguired on two counts: it purchass LDy A reoans
agriculturist and itz conversi1on (o non-agricul tural  wse (HNAY.
The siecutive wing of the local authoraty recelves
applications, obtaina viewz of several other state authorities
(like the Follution Control Board, Environment Department,
Regional Flanning Authority, Electricity fLepartmentsBoard,
etc.). putzs up the applications to the Collector for hisz



X

AN DVERVIEW OF MAJOR STATE-LEVEL AffRDVALS

(S

Site T Site Flanning Installaq Commer -
Selec- L___’ Acoul- of facili4de b tion of r1al LS
tion s1tion ties facili- Froduc-
fion
! f= 2
S mrmmmmer e e e ——— e me - ame— - ———-— -
Stages
I I1 I v Y
Authorities ]
1. Industries - Frovisional - - - ~Final
Directorate Regrstration Registration
2, Local NOC - Puilding - -
Authority plan
aoproval
5 1Ic Allotment
and delivery - ~do- - -
of land
4, FPollution NOC - - Consent -
Control
Hoard
5. Competent NOC - - - -
Authority far
environmental
tlearance
6. Factories - - Factory Certifi- -
Directorate plan cation
appraval
7. Boilers - - - -do- -
Directorate
8. Food and drugs - - fppraval -do- -
Administration of planned
practicss
9. Electricity - Fower Layout Enerqising -
Oept. /Board Sanction approval
10. Sales Tfax - - - Sales fax -
Dept. Regictration
NOTES
1. This dees not reflect inter-state variations,
2, This tovers only mportant approvals 1 not exhaustive.
3. All approvals do not apply to all units,

VIKRAR SARABRAY ¢
1BRARY
INDIAN INSTITUTE OF MANAGEMENT
VASIRAPUR, AHMEDABAD—:mcou



permizsion and communicataz tne decizion to appliicants, in
Madhya Fradesh, purchase of agricultural lanog by non-=
agriculturists is  permibted freely, but an MNA clearancs  from
the Collector has to be obtained through the local auvthoritwe.
In Maharazshtera, agricultural land upta 25 acres cen bs
purchazed for industrial u=e without any permission, 1f the
land is located within the 1nduztrial zone of an approved

regional plan or an an ar=2a Tfor whnich no regional plan exists.
If the plot size exceeds 25 acres, such land can be bought
with prior permission of the Development Commissioner
(Industries). Iin either case, a no objection certificate
(NOC) ie necessary from the village panchayat whicn is given

after consulting the mazter plan for the district.

Frivate parties cannot buy tribal Land. In Madhva Fragesn,
the =state government purchases trabal lana, provided the
Tribal Advisory Committee does not object, and hands 1t over
to the Director of Industries for allotment. In Maharashtra
and Bujarat, tribal land c¢an be leassed after getting an  MA
from the Collectaor through the local authority.

A recent amendment to bthe aaricultural land cexrling act in

Madhya Fradesh enaples agro-processing units to  acguire
agricul tural land without any ceiling on land-holding for the
cultivation of plantation + horticultural crops and/or

production of improved seeds 4 plantation inputs, providead
certain 1nvestment, =cale and technoleogy standards are met.
The land ceiling exemption i1is granted by a sub-committee of
ministers, based on certificates from Ahe [Dmirector of
Agriculture / Horticulture 7/ Sericulture. Before building on
private land, an  approval of the buillding plan hazs to be
obtained from the local authority f{usually at the village
level) in all the states.

Land in Government Industrial E£states

In Guyarat, Goa and Maharashtra, the state Industrial
Development Corporation (IDC) develops industrial estates and
allots plots, sheds and galas. In  Madhva Fradeszh, the

Audyogilk Vikas Nigam (AVRD) through 1t=s  six kendras (which are
subsidiary corporations of AVRHNY  =zers  up growkbtih centres by
acqquiring land, developing infrasbhructure and inviting uniks
to buy land in  thess centres. iz the plots are large and
readymade buildings &sre not provided, theze centres are more
suitable for the sstting up of laroge units.

Mo MA 12 required for z=etting wp a wunib v an tndusteial
eztate or growth centres in any of the stateszs. Buaarat and Loa
ast Tor an MOC from the FCOCE before alloting a plot or  znhed in
their industrial estatos. In Maharsshtra and Maghva  Fradesh,
thise iz not reguired.



1n Maharashtra, field officez of s are authorissd to allot
plots upto certain sizee. Im Gujyarat and ©Boa, all allotment
is done at the head offices of the IDCs. In Madhya Fradessh,
the head offices of the bkendras allot plots.

In Gujarat, Maharashtra and Madhva Fradesh, the IDCs Lor
Eendras) approve builoing plans. In Goa,. the village
parnchayat’'s approval of building plans 1s necessary even for
butlding on IDC land.

In all =tates, the local authorities collect taxes an
IDC/Kendra land. But a1n  ftMaharashtra and Madhya Fradezsh
efforte are on to vest the I[10Cz and kendraz with  the

responsibilities and powets of a local authoraty, tncluding
the power to levy taxes.

Follution Control Clearances

Under the Water (Frevention and Control of Follution: Act 1974
and the Air (Frevention and Control of Follution) #Act 1981,

the state Follution Control Board (FCR) clearances are
reguitreed at two stages: an NOC before a plant 13 put vp and a
"consent" before commercial production 12 started. These

clearances are in addition to the reference made to the FUCBs
for the NA clearance.

The Air and Water Actz apply to all units. Mo state gives any
exemptions to large and medium units. In Madhva Fradesn, the
FCEB has authorised the District Industries. Centres (DIC) to
accept applications from small wnits  in (303 non—polluting
industries and receipt of applications is treated as consent.
In Gujarat, pollution control certificates for small units 1n
65 types  of non-polluting  industries are not insisted upon.
In Maharashtra, units in 11 industry groups (covering some 407%
of 8SE8I production) have to submit a one-page form and a
declaration to the =ub-regional offices ot FCR and
acknowledgement is treated as perpetual consent. In Goa, the
Directar of Industriesz 1s authorised to clear units 1n certain
specified non-polluting industries. Units 1in certain othenr
specified 1industries have to seek clearance fron the =z=tate
Directorate of Health Services (under Forteria 7012 which hag

Histed since the devs of Fortugese rule). Other units need
FCE approvals.

In Gujarat and Goa all applications bhave to be supmitted to
the FCR head office. The reglonel and sub-regional oftfices of
the Maharashtra FCE are competent to accept applications. The
DICs accept applicationzs 1n Madnya Fradesh,.

In Gujarat, BGoa and Hadhya Fradesh, all approvals are wiven at
the head office. 1n Maharazhttra the regilonal offices can
clear applications from emall units, 1if effluentz do not
excesd 10 cubic metres per day.

iy



Environmental Clearances

Under two central government notifications (of 1984 andg 19%4),
siting of projects 1n 29 aindustkries reguires environmental
impact assessment and clearance. All projects 1n {2
industries and prayects with an investment exceeding Fs.350
crores 1n the other 17 industries require central clearancea.
Other projects are cleared by the state Environment Department
ar some other competent auvuthority appointed by the &state
government. In Maharashtra environmantal clearances are given
by the state Environment Department. in Bujarat, the FCE is
the competent authority. In Madhya Fradesh such ¢learances
are given by a state leval co-ordination committee, chaired by
the Secretary, Houaing and Environment, bazed on reports  from
FCE, town and country planning authority and an  Envirornmental
Flanning and Co-ordination Organisation. In Goa, there 1s an
inter-departmental Environment Committee.

Approvals for Power Supply

Usually, the s=state Electricity Department or EBoard will
sanction power an receipt of applications providing details of
the =ite and land reguirements, A demand for payment is,
however, 1ssued ondy after the detailed technical
specifications and layout have been approved by the @lesctrical
inspector concerned. The lines are snpergrs=d on receipt of
necessary payments and 1nspection of  the lines wunder  Indian
Electricity. Act 1910, and after the aspplicant has =suvbmitted

test reports, approved layout and MNOCs 7 (frecm  the local
authotrity, IDC, FCEB, envitonment department,” etc.). To tide
over procedural delays, the consumer in Maharashtra and Madhya
Fradesh can get his line connected by giving an undertaking,
through an affidavit, to produce the necessary HOCs within =i
months.

In all the states, wvarious tiers in the field offices can
santion power upto zspecified limits. But the suthority limits
in Goa are very low. Even the Chief Electrical Engineer of
the state «can sanction only upto ?%HF and anvthing more has to
o to the Fower Minizter.

Sales Tax Registration

Units with a sales fturnover excegeding certain specitied
amounts have to charge a sales tax on their sales ang pay the
proceedz to the central and/or =state government under the
Central Sales Tax Act, 1596 and state sales tax acts. Such
units have to get themselves regirstered with the state cales
tax authorities before commencement of commercial production,
failing which they cannobt zell their products.

Approvals from the Directorate of Factories

All factories employing 1O or more workers with power ar 20 or

i1



more workters without power have to qget themselves approved,
licensed and registered with the state Directorats of
Factories (or Industrial Safetvy and Health i1n Madhva Fradesn
and Mahatashtra) under the Factories Act 1248 which lays down
standards for lighting, wventilaticn, safety, health and
welfare of employees. The state Directorate of Factories vets
the factory plan for conformance fto these standards before
construction can be started. Aftter construction and before
commercial production, the factory 1s  inspected  to check
conformance to the approved plans.

Approval from the Directorate of Boilers

Any factory planning to uvse a boiler has to get 1ts boiler
inspected and certified bty the s=tate Directorate of Boirlers
under the Indian Hollers Act, PRI and Indien Foiler
Regulations, 1950, this 12 reguirsad before commencement of

production.
Approvals from the Food and Drugs Administration

Undet the Central Drugs and Cosmetics Act 1940, Drugs and
Cosmetice Rules 1945 and the Frevention of Food Adulteration
Act 1554, units manufacturing food oproductz, deugs and
cosmetice cannot commence production without a licznce Trom
the state Food and Druas Adminiztratian. This 158  to snsurs
that the units follow good manufacturing practices, 1n @Brms
of plant lavout, product i1ntegrity, good laboratory practicss,
etc. Approval is  reguired at  two stages, ot the detaxrled
plans of facilitiezs to be put wup and after 1nspection of
facilitiegs actually put up.

CHARACTERISTICS OF THE AFPROVAL FPRUOCESS

At  this point, we may note a few general characterictics of
the approval process descraibed above. First, thers are man,
approving aunthorities. Cecond, several of them come 1n  at
more stage= than one. Third, approval from one authority is
contingent on approvals from otherse and a move from one stage
to the next cannot be made without getting approvals Trom a
number of them. Fourth, the authority to sanction at various
levels is dependent on the magnitudes i1nvolved (e.g. s1:e of
the wunit, plot size, load reguirements, etc.)y and not
necessarily on the complexity of the decision procsss.  &nd
fifth, applicationz are received at the lowest tier, proceszed
and passed upwards for a decision  as regulired, 30 that they
have to travel through more than one tier.

FROBLEMS ARISING

fhe problemse faced by entrepreneurs 1n obtaining approvals
have been articulated at great length by various bodies at

~y
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various fora. For ow purposes, only a brief recapitulation
should suffice.

Information Froblem

The multiplicity of approving authorities and the complexity
of the approval proceszs  have led to a massive i1nformation
problem which has several dimensions. Entraprenaure are 111-
informed about the various permissions reguired and the method

of getting them. The various approving agenciec are alzo i1ll-
informed about the roles of other agencies and the procedures
followed by them. This becomes a problem because of the

mutual interdependence of various approvals. Even within one
approving agency, the lower tiere are not fully aware of the
principles uvunderlying decision-making at higher levels,
although they are usually qguite familiar with the mechanics
involved.

Delays

Delays 1in getting approvals result directly from the
multiplicity of authorities, the multi-stage involvement of
each authority, mutual inter-dependence of approvals from
different authorities and the multi-tier decision—-making
process. Exhibit-3 illustrates with the help of a FERT chart
how these factors make the process of getting approvals trom
Just 10 authorities a very comple:x affair, sSince the number
of authorities 1nvolved are usuwally many more (including
central government agencies), the complexity is 1n fact ATar

greater. Our  meetings with the industrial “units ndicate
that depending on circumstances, 1t takes anything between one
and four years to get all the approvals. Land, pollution

control and electricity clearances zeem to take the mopst time,
although there are inter-state variations.

Loss of Efficiency

The problems of information and delay 1ncrease project costs,
reduce social returns on investment and lead to an avoldable
lozs of efficiency. If the entrepreneur decides to collect
information about the approval process  and follow up on the
approvals himself, project costs i1ncrease because of delays in
project implementation. If he decines to buy i1nformation and
expedite approvals by appointing "consultants” and/or by
encoutraging rent-seeking, proj)ect costs i1ncrease because of
higher transaction costs.

Equity Problem

There is an equity problem too, because small units tend to
suffer mare. Generally, the smaller the protect. the higher
are these additional costs in velation to total project costs
and the more difficult it is for the entrepreneur to absorb



Exhibit-2

THE APPROVAL SEQUENCE
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them. Also, small unitsz do not have as much access to the top
as latrge units and are less able to get their problems
redressed.

Non—fulfilment of FPurpose

It iz pomssible that some of the regulations. especially those
relating to pollution control and land, are nat achaieviny

their purpose.

The product-based criterion for exempting units from pollution
control requlations 1z by no meansz fool-proot. A unit which
produces fabric-washing detergents or dyestuff is polluting.
But how can we be sure that a garment making unit which uses
‘these products is not? The logic of size-based exemption 13
.also suspect. Small unitz are known to be less concerned

about environment thamn large units, Even when there are no
exemptions, for wvarious reasons appravals  are not alwaeys
meri1t-based. Recently, the Gujarat High Court had to ordgaer
closure of 780 running chemical wunits at  Vapa, Ankleswar,
Raroda, Jetpur and Surat, because they were digging shallow
holes to discharge effluents into  the ground, thus polluting
the water table.

The inter-state variations provade an obvious escape  route
from land reagulations. A non-agriculturist could oy
agricultural land in Madhva Fragesh, declare nimsa2lf to be an
agriculturist and by  2arilcultural land 1n (ujyarat ot
Mahatrashtra. Thi=z bhighlights the need for some amount of
wniformity in  the states- land regulations. We mus also
guard against the temptation to move from a regime of stifling
regulations to one of  libetral land laws which are badly
Managed. The latter coupled with backward area 1ncentives
-could  enable inefficient induztrial units " to drave small
farmers out of good cultivable land, leading to sub-optimal

use of land. Small farms respond well to 1ncentives, can
become very productive  with technology 1nputs  and are
potentially more efficient than large farms, ncept 1n certain

tvpes of crops.

RECENT INITIATIVES BY STATES

The states are qgquite aware of these problems and have in
recent years taken a few significant steps ta solve them.

Information Brochures
Many of the authoritiez 1n all the states have 1szued

tnformation brochures. However, except i1n  Maharashtra they
are not always very comptrehensive or easlly available.



Information Centres

Udyog Mitra in Mabharashtra, lnoext-B 1n Gularat and Auwdyooik
Sahayata Fkendra in Madhva Fradesh =zerve as sinuales window
information centres. However, all authoritiez are not
represented., naor are all application forms available at these

centres.
Physical Housing of Authorities

Maharashtra tries to bring the regional offices of several
approving authorities physically togethetr, by housing them 1in
the same premises. Similar arrangements have been made at the
22 growth centres in Madhya Fradesh.

Co-ordination Committees

[n Goa. a High Fowered Co-ordination Committee, with the C(Chief
Minister as chaitrman and members representing  various
authorities, clears all applications “Trom large and medium
units. A similar committee in Guyarat, chaired by the Chief
Secretary clears projects with an investment of FR=z.l00 crores
or motre. In Madhya Fradesh, there atre2 two such committess: an
Industrial Fromotion Committes headed by the Chief Secretary
and an 1Industrial Assistance Group hesded by the Industries
Secretary. In all the ztates, however, formal approvals have
to be obtained through th2 usual channels.

Brievance Redressal .

The chief minister of HMadhya Fradesn holds weekly open houses
whete he hears grievances of entrepreneurs.ln all the states
eurcept Goa, there are daistrict level committess with the
Collector as chairman, the DIC head a5 member-secretzry  and
representation from various other departments, which serve as
a vehicle for expediting approvals and redressing grilievances.
These comnitees z=Rem Eo word guite well, especially 1N
Maharazhtra.

Affidavits

Affidavits have been used to circumvent delayz due to mutual
interdependence ot approvals. I all the states, proviIsional
regiztration of zmall unikz iz on the basis of affidavit=. I'n

Mlaharashtra and Madhya FPradesh, powesr  connection 1z given  on
the basiz of affidavits.,

Decentralisation of Sanctioning Authority
All states have tried Lo zpeed wup approvals by decentralising
sanctioning auvthority. However, tnisz seems to work best 1n

Maharashtbtra where the regional and district authoritiez have
agreater sanctioning auvthority than 1n other states.
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Land Clearance

Acguizsition of land for 1ndusteyral purposas has Leen
simplified considerably 1n Maharashtra and Madhya Fracesn
through amendments in  land {aws. The arrangement 1r

Maharashtra 1s noteworthy for another reason. It eliminate=s
the need for the Collector = permission by using land use
plans as the basis of empowerment of village panchavats and
the Development Commissioner, Industries.

Pollution Control Clearance

Exemptions based on pre-determined lists are given by all the
FCHEHs  $to small units. However, these lists are not easzily
available.

SUGGESTIONS FDR FURTHER IMPRDVEMENT

These initiatives are extremely praiseworthy and reflect an
%ndustry—fviendly attitude. However, they need to be taken to
their logical conclusion and managed better.

Infarmation Dissemination

Ferhaps the most urgent need 12 Tor ogreater transparency and

information. While some of the za2uthoritiess have prepared
brochures, these need to be updated, improved,  expanged and
consplidated. The Directorate of Industries 1n gach state

shouwld prepare a comprehensive handbook of approvals, wiving
information on all majaor clearances reguitred. agsncies to  be
approgached, at what level, where, rules, exemptions, pre-
conditions, pro-formas, @tc. This handbool should be producen
with the help of a professional agency, prlced;muderabely 1T
necessary and made tresly available at the state antformatrion

centres, DICs and the chambers of commerce and industbr..
Land Clearance

The Maharashtra model of giving land clearances based on lang-
use plans should be adooted by other statesz. But betore thas
can be done, land-u=e plans bhave to be prepared and approved,
Here there are major gap=. Even Maharashtra does not have
plans for =zaome of the district=s. Hoa hag a plan which  was
prepatred 1n 198%, noatifred in 194& and 15 NMowWw  oubt-af-date.

Clearly, there is an urogent need for the states to finalise
their plans, without which orderly development cannob tate
place. These plans should go  down to the village le.el,
tdentify industrial zones ana further =armart  sub-zones for
specific 1ndustries. They can  then provide & zmowund basis far
not only land clearance, but environment and pollaution control
tlearances also.
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Pollution Control tleavance

To make pollution contral clearances rule-basea zna  fool-
prootf, it 13 neceszary to 1ncorporate i1nto  land uze plans
gpeaciral zones for pollubting industries, with common Tacilitiecs

for effluent treatment, collectron and disposal. Such
facilities are s=zsential 1f there ics a predominance of =mall
units. If the states or the 1D0s are uwunable to create  such

facilities for any rezason, co-operative etffortz by uwnits
should be insisted upon.

Affidavits

The concept of affidavits should be taken to 1tz logical
cornclusion. ) Only provisional reglstration tor the central
government approval) should be made a2 pre-condition for other
approvals which should be made completely 1ndependent of one
another, by using affidavits. & check of all the approvals
should be made only once, before the unit starts production.
Thie could be done either by the elesctricity authoritvy before
energising the lines (to build 1n an glement of compulzion) or
ghg'the Directorate of Industries.

R?ﬁionalisation of Forms
g

There is much scope for trationalising and simplifying the

farms. Entreprensurz  should not be asked to provaide
infbrmation which the authoritiez are in a better poszition to
obtain. For example., thesy should not be regired to pravide

information on the location of fizsheries, ancient monuwnents,
sanctuaries, etc. or climatic and metereologicel debtails, as

called for by the Follution Contrel EBoard fTorms. Mor zshould
they have to provide more information than necessary. AN
Brample is the form pre=zcribed by the Oirpctorate ot
fFactories, Goa. According to Goa Chambers of Commerce  and

Industry and Indian Merchants Chamber, Bombay, this Torm 1s
fifteen pages long and aszks for moare details than necezzarv.
ldeal ly, a comppsite =2pplication  form ehould be dezigned,
avoiding all duplication. Thise form should have several
speclal sectivpnz. one fote g3Ch approving agency ang a general
section containing 1nformation reguirsd by all agenci=ss (8.0g.
pegistration no., =aite details, etc.r. This rationslization
Brxercise should be undertaken with the help of proafessional
gvstems consultants.

Deemed Approval
[E is also worth trying oubt the concept ot deamed spproval”

fApproval should be deemed to heve bEsn glven 1T Mo res
received within a specitizsd time.

o]
(]
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Single Window Clearance

Ld
e concept of single window clearance 1s very attractiss, but
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An Integrated Organisation

It is possible to think of one organisational moozl which does
not disturb the present authority and emr loyment struoctures
substantially and vyet has the potential of streamlintine  the
approval process Yy, capturing many of the advantaoges of the
zingle windo. concept. It 13 based on the separation of
setting of standards 2nd rules at  the apex  level from their
implementation at the field level.

Exhibit—4 gives a brief outline of the orgamization we have in

mind. The various technical authorities at the centres will
set standanrds (by approving technical plans) and rules (for
exemptions, inzpection and certification’. £ muwl t1—
digciplinary field organisation will serve all the technical
authorities. 1t will receive applications, exxempt as per
rules, forward the rest to the central authoritiez for
approwval and 1inspect and certify as per rules, Feterence

upwards will not be based on the magnitudes 1involveo (ag at
present), but because rules do not exist or the rules that
w1t are difficult to interpret.

The fireld organisation will report aominisztrativelv to the
"Directorate of Industrie=s and functiomally to the technical
authorities. 1t can be created by merging the field staft of
the various technical awthorities like the Follution Cantrol
Board, Food and Drug Adminiztraticn and the directorstes of
Factories, Boilerzs and Industries. Imirtially, in  vaiew of the
special skills involved., veriticabtion by more than one  Taeld
pengonnel at each unit may DEe NRCRSEaANY. gut over a period of

time, with suitable ftrasining snd orientation 1t may be
pozsible to develop muiti-disciplinary TYTield petrszonnel. Thiz

will obviate the need forr several peaple visiting ths sams
unit  and pave the way for coreating a compact and proovoct) se

field organisation. 1f at  a future date Tths ffrelad
organisation can be trainsd and  emnpowvered by the ftechnical
avthorities to accord routine plan approvals  bes=ed orn

standards laid down, we will almost have a syetem of single
window clesrance.

The reglronal {zub~-divizional) offices should have =specialist
rechnical personnel, each with =2 functional Link  with the
central awthoraty in his area of  =zpsciralisation, bur reporting
admipistratively tn  the Fegionzl (SBup-davizional's Mensger. 1o
ensure professional loyalty and  edpertize, these sroerts  may
be deputed by their parent authoraties and rotated. The, will
provide technical guidance and  training to the fisla starft,

solve technical problems and li1arse 1 th the centrsal
aunthorities on standard=s, procedures, regulations, BHEMODELIONS,
eteo. The principle invalved isg not versy diff=rent Yrom whst
i followed by multi-divizional corporations, where the
headguartetrs of various divisions  Tormulate strategy, oprovidse
specialized inputs, but zhars a3  oommon Tielo foroe Tor
implementation. e appreciate that an organizatironal change

of this magnitude will reguire zome legislative changes.

~y
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Exzhibit-4
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Motivation of Field GStaff

Mo organisation can perryorm without motivated staff,. Mt least
at the field level, this aspect does not seem 1o 02 aetting
the attention 1t deservec, e rigid service rules oy z=tate
QDVEanents are usuwally caited as the reason. BFut even within
the constraints of theze ruleszs, some 1mprovemente showld be
possible.

The importance of providing . a good physical snvironment atb the
workplace 13 not well understoogd. Simple things like white—
wazhed walls, cheettful curtains, furnoiture and fixturss in  a
good state of repair. clean floorsz, &to., can be very oood for
"morale.

There are no 1nternal tratning programmes. Some pecpls  are
occasionally sent to external proarammes. Some peopla  train
themzelves (2.. 1N the uwze of computers) and become very
useful to their organisations. Tailor-mads training
programmes seem to be a cryving need. Through theess, the staff
can bhe made to appreciate the overall oblectives, policies,
programmes and  organizabion of the government, how thetr  own
troles tit 1nto the total =zchems of thimos, the role  of other
departments and the need for nter-oa=partmental Co-ooeration.
Theseé programmes can alsc impart tectinical, mansgerial end 1T

z=kills. The intensive 1interaction with celleagues can
condition attitudes. -

The reward system =houild be uwsed innovatively. It 13
difficult to stop time-bound promotions of non—-performners.
But can we create a fazt btrack Tor very good pertormers? The
rules relating to i1ncrements do not  leave much  room for
discretion. But can we qive non-repetitive awards {(masn,
gifts, Tree holidavs, etc.) to the best DIC of the vesr or the
pest field officver of the vear: Farnaps  both, because hoth

group and wndivaidual incentives are mportant.

Froviding opportunities for anteraction outside the normal
sphere of activities could alzo be 5 usetul tool for braynang

ang moptivation, The Industries Directiorate may, for =saampls,
hold annual conferences of 211 nesds of DICs  2nd Fegional
(Zub-divizional) offices which will oive  an gpportunid. 1or
vertrcal and horizontal interaction anag a consunltszr . e proosss
of finalizing annual olans. Hiamalarlv, a few  peoaole wibkh
potential could be chozen for intsr-ztate euchangs Ero3rammes,

ROLE OF THE CHAMBERS OF COMMERCE AND INDUSTRY

In concluzion, ws may draw  attention to a feu arsass wners: the

chambers of commerce ard induzbry could R vrsE Tl
contributions. They could help bridaos the informatioan asp by

tdizzeminating information ko Ltheayr menpers. hesy oo



educate theitr comnstituzr-tzs in crataczl areaz Like environment
protection, pellution  control, 1noastrral heEalth 20 =aiety,

etc. They could heln the gqoverpment to  =zet a9 vodate
technical notms and standaraos. They could provids seputs fors
the training of government personnel. All this wi)) Foa ) pe

matre delbailed interaction between government and buszinezz,

PURCHASED S e—
APPROVAL

Glﬂnﬂn.:n.‘-
os

NOT W,

"m‘\l" SNRIR ErsR A .
LW e D g,

e

-
L



