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INFRASTRUCTURAL NEEDS CF SMALL SCALE INDUSTRY In GUJIARRT

By

P.tN. MISRA®

Introduction
Small scale industry provides an essential link between primary

activities like agriculture, mining aqd guarrying on One'ahd and mederni-
sed large.scale industry on the other end of developmental expanse . It
provides a sound base for také ﬁFF to modern industrial society which
inbfﬂgﬁﬁis sesn to claim domigaﬁt rolafuithinrunrld society. Looking
-;};historical growth of indusﬁriaiisation one usually finds that agricul-
ﬁure, cottage indusiry, small scale inﬁustry, large scale industry and
‘industriel -gients have normally emerged over time in that urdér; Sevaral
~vitel changes ooccur while transiﬁiohs take place from small scale indus-
;try to higher stagss oF’déuelupmant. Somz of thess changes ﬁay be
‘qgsgfibéd,as organised iarge scale production, adoption of medern techno-.
lag&;_relevaht organisational deualﬁment, need for specialised man age-
';ia; ?killé,_proFssaionali;;;iph of management, sharpening of corporate
policy, relevant public relatieon, etc, These needs are felt by small
Kscq;e units in verying de§raes but they Find:themselues gmall emough to
afford the same in an effective mannerqby introducing them within their
own organisational frame as is usually possible for large scale upite

in view of annpmies of scale éuailablé to them., For small sczle units
tﬁeag services are like public goods which ere needed_by all the units

but none of them cen afford to instail them exclusively for their own

*The author is professor of Economics, Marketing and Public Sysfema
Management at Indien Institutc of Managunent, Atmedabad, Gujarat,
{Indiz) 380 D1s.



use. Clonsequently, they have to depend upon private, Or; in some cases
publicly provided consultants who not only happen to ponssass varying
degrez of competence but arc so numerous as 1cll as located ot so many
pleces that their use, inpractice, turns ﬁut to be more cﬁstly both
moneywise and time—wise without any inbuilt assurence about the quality
of services provided, This fact is dengcrous cheugh to reduce competitive
edge of small scale units. In fact this problem is worth studying in

‘its own right. Thus there is a good case for providing these services

at properly determined central places with assurcd guality and reasonably
reduced: time and money costs, This consideration should constitute
integral part for planning of industrial estates. Some such appropriate
effort should also be made to provide such services for units outside
industrial estates. Viewed in this manncr, thesc sarbices are: as gssentiasl
infrastructural helps as. road, water supply, elcctricity, etc. These ser—

vices could be namod as mansgerial infrestructurc.
\ N

Small scale units are usually better linked with the cconomy of the
States than large units or industrizl giesnts. These units derive their
raw meterials mostly from the region around them and supply their goods
end services to zreas close by in mosf‘teses. Their propensity to employ
local people is much higher than large units. They comtribute to the
resources of the stateé because their head offices are lo@ated'within the
State, In this way these uﬁité éf9 linked with the economy of the Séate
in a much more intensive manner than léfge units tranSpléhted Ffom
outsido. Infact questions roleting to net bensfit of inviting central

public sector projects and large units with hcad offices loceted olssewhers



has already baen started being eskcd in Bihar and elscwhersc and hope-
;ﬁily?in very near future these issues will be studied quantitatively

alsc for cvolving optimal policies. of investront af Stafe resources in
relovant mix of industrial units. The concept of mix needs to be extended
_ﬁpiéoyer size, location of registered office, centrcolly and State sponsored
ﬁréjects, etes  These possibilities reinforce the casc of smzll sceale

units to be teken up systematically on relatively morz vigorous scale.

State of Gujerat is widcly accleimed of taking sincere steps in a
rather . camprehensive manner to.prdmots small scale units. for this purpose

.

savporal corporations hauo.bcen floatud to help small scale units %o
resolve such problems whiceh they found aiFFicult and costly to get over
by their own offorts. As pointed out above, since infrastructural needs
of small industry zre more diverse than those of large industry, it is
possible that some gaps still exist in this regard and thoc same may
heve: to be tackled by creating new corporations or redefining the role of
existing ones, The purpose of this ﬁépbr is to escertain the infrastruce
tural needs of small industry in Gujarat on t-2 basis of sccondary infor-
metion and then to match the same with whet is clready supplied by existing
6fgaﬂisgtions to arrive at an idoz cof cxistipé_gapsc The paper also

denls with how best thesc 9a8ps euuld be bridged in the short rum as well
as to suggest the properations that ought to be initietud by the Govern—

ment to tackle or awid such problems that may arisc in long rune

Section 2 of this peper conteins A brief account of birth, death
sickness and problems encountered 2y small scalc units in Gujarat on the

besis of available information ond the implicctions thereof. foncept of a



system'’s visw of indusiris]l deuclopmant is describoed inVSaetiunVSJto
conceptunlize tho kind of propercdness to tackie tH: problcms tﬁét.might_
exist presently:or erise in the long run. Serc ' ion 4 cuntéins descriﬁtﬁqn
of infrastouciurel neods of vericus kinds releventrto small ingustry.
Section 5 providus & picture of oroanisational préparédness of Gujarat
to meet the needs of smell industry and the g pe cmerging thorefrom.

Last saction contzins conclusions and suggestions.

2.7 Birth, beath, Sicknoss ond Pr:blqmﬁgEncountered.

Data reléting to smell uniés as rogistercd with Directorcste of
Industrics =2re easily aveilablu but no ressoneble cstimete is aveilabloe
abcut units in the unorgéniﬁed sactor. Following table giués an idea of

orowth of registercd urits 2t the interval of tuo yearss:

Tabla-1% Rogistored Units

Year of Rogistration No.
1966 147 .
s s
1978 2368
1572 1922
1974 2773
1976 . 2042
1978 2968
198d 4809

1982 5546




Data on number of recgistored units show almost smooth increasing
trand-of the exponential veristy. Simple grouth raﬁq for the entire time
spen is 17% per yesr but thc same is cnly 3..0, over initial 10 years,
nemely, from 1966 to 1976 and 19% over the letter 10 yeors, nemely, from
1972 to 1982. Thus =s the years hzve gonc chuad growth rate has been
going up besides the number of units, This is a vary encouraging factor
becouse fhe ouerall'aucragc growth rate of number of units has far more
surpassed corresponding growth in uariablés pertaining to real sector
of economy.1 Under normal circumstances one would have éxpected similar
growth rates of numbsr of units and industrial production. In the present
case, however, entresprencuriel push has‘surpasscd actual production to a |
significant cxtent and if relevent infrastructurcl support is not coming
forth the phenomana-is bound tﬁ'giue'rise to sickhess.hfﬁis H;s infact
happened os we shell see loter on.  In other words, this impressive
performence of thc cconomy can be sustained only by greater preparedness
on the part of government to ensure that the units that have come into
existenée”may not only continue to survive but'grom and thus help in

industrial developmunt of the Stete.

1539 Misfa{f]for growth rates of verisbles perteining to real sector as
well as expenditure sector. for grenter details. Howsver, compounded
growth rates for svlected variables are reproduced belows

\Ucrinble Compeunded growth rate
Agricultursl production 16
industrisl Production 12
Tertiary sectcr production 13
State Oomcstic product 12
Industrial workers 2
Total workers 1
Rural pepulation 2
Urban population 4




Sincc data are mainteined rclating £D registerud units ovor years
and no systumatic offort hes becn mede to mscertzin the suruiual'réte
of tpesa units, cne dous not have any clear picture sbout the number of
doad umits and age of thoir deeth. ‘Availebility of these flgurcs would
have boon extremely helpful in understanding the magnitude of the ﬁrow
blems thet may bs ceusal in making the units disaﬁpear from the scene
after registretion. However some estimate is availcble about reported

 sick and assisted units pertaining to the yoar 1983. These ore reprodu-

_ced in Teble~-2 below:

Teble-2: Registorcd, Sick snd Assistod Units

. Descripticn - No .
Total No,of Registercd Units s on Merch 1982 51028
Total No.of sick units as on Focbruary 1983 392
Totel No,of Assisted units as un Fobruary 1983 - 300

.Total Noe.of sick units clescd - 92

Totzl No.of deesd upits ‘Net known

There arc identifiable causes that meke She units sick or dead,
Infraétfdctufai planning should aim at=biiminatihg:sﬁch causus whiEh are
single in losser number of cescs and multiplo in mgjﬁrity of cases. The
nature of difFicultigs_faced at various stegus of growth of small
units in CUjarat wes ascerteined about » docade ago in & survey of
Gujerat Statu [}] and the following teble gives a brief account of the

sameid



Table—~33 Problems Faced by Small Industry in Gujarat

Problom type % of units facing probloms

At Inception Leve;

Lack of information 36
Financial worries 44
Availability of machincry 30
Avnilebility of skilled workers 15

Buring Project Implementation

Production 1345
Raw matarials 37.5
Pricing 6.0
Markceting | 24,0
During First Two Years of Working
Technical 21,0
Labour 18.0
Menrgorial 5.0
Financo 40,5
Raw moteriels - 0 43.5
Markcting _ 29.0
Operational Problems
Dealing with local authority 2B.5
Dealing with State Government 37.0
Dealing with Centrel Government 26.0
Ouwing to Corporetions' Policies 13.5
Working Capital and Finence } _ 51.2
Production Technology : 13.0
Labour - 34.5
Raw mateorials o S 67.0
Marketing 7 18.0
Pricing . ' 18.5
Lompetition 4.5
Purchase 16.5
Merketing 105
Import cxport ' 18.0

Dthers _ 1.0

Some additionel probloms zre rcovecled in cesc studies. Those

relating to legel issucs include eompleoxity of rules and multiplicity



of Acﬁé%-éxcise duty, proccdural dulays;'rigidities3iq-rggard to export,
import, tuchﬁical coliaboratibn gith fureign“firms: regisfrefion with

OGS & D, end fectory lows, Problems roloted mqnﬁamcf include misuse
of ESIC rules, leck of skilled manpower, lebour turnover, inadequé&y

of menagerial staff, etec. Probloums ruleted to physical inFrasﬁructure
includc stegoering of powcr, dolay in Glectricity comnection, distribu-
tional dela&s in rew materials, coel, pig iron, water shortage, shortags
af wagons and ships. Somec other probloms include leck of quaiity contrel
facilitics, nced for instrumentetional help, campctitipn agéinst giants,

high intercst rete, heavy compotition, coordinsticn of purchases,etce.

1t is possible that tho situstion might havu.got altercd by now for
worsc or better but some useful conclusions could huldramn from the esti-
mates reported in Table~3. These focts reveal that as émall units grow
older they fece more and more problems. It hes a2lsc becen observed that
Firms with large investments. frce more number-ﬁf problems. Thus growth
in age 2s well as investment or turnover invite mor. problems and if
Government does not ettempt to help the small units in this regeard the
problems will leged to sicknmess and dusth uhich not only affects the
eﬁtrﬁpreneurs but the Governmenis' performance gs woll by way of reduced
production, employment and state revenuc. It wes mentioned carlier that
the State Government hes attempted to resolve those problems by floating
several ccrporations end their functicn should be seen in context to
probloms faced by smell industry. But befare we coume to metch demend and
supply of assistancc we wish to orgenisc the e2rcas of assistance required

by small industry in & systcmatic menner in the next section.



4, Infrastructural Needs of Small Units

We have seen garlier that small scal; units fecs all the problems
faced by large units and-such additional pro! sms which they cannot
afford ﬁo resolve themselves owing to their smallness. It is clear from
Table=3 that such ﬁaeds arexmainly managerial orrprcfessinnal. Presen-
tly these are provided to small scale units by, several professiopals or
intermediaries at such costs that ultimately sratch away the competitive
adge of small industry auing to increaéed costs on this abcount.
Stricfly speaking theééhﬁeads can be compared with nesd for pouer,
traﬁSport, stc. and one would note that the two are not different From
gpach gther as far s they can be categorised as public ssrvices in
context to small industry because the latter require only small doses of
these for their propef'FUnctioning. There?ore sUpply of managerisl and
professicnal needs of small industry aught tc be made by government in
accordance with same logic as is used to provide public goods and utili-
ties at present. for exampie every small unit canneot afford to install
a precision machine but if a tool room service is leocated within a com-
plex of small units and the services zare sold at reasoncble price the
need of small units can ?g met in this context with such reasonable cost
that cén help them to retain their competitive edge. Looked in this
mannar, planning for togl room service is similar to meeting cn in et ot
tural techrical need of small Unifs. Such nesds cén be classified

systematically as followss
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Table-4s Infrastructural MNeeds of Small Units

fNeed

*® *+ 8 = a3 e @

NN RN MNNRN

O~ LN

Pro-Investment Physical Needs

Land or shed if needed

Relevant mix of road-rail-water-air links

Orinking and industrial water

- Energy including power, gas, coal, etc.

fMlodern and relevant communication mix.

Disposal of industrial weste, water, gases, sewage, etc.
Protection against floods and recurring natural calamities

Pre-Investmgnt Techno—Economic Support

Product decision

Location decision

Machincry and equipment 1nfcrmat10n

Market information

Financial source informatisna and Finance
Investment feasibility evaluation

Preparation of project reperts and other documents
Training oft entmrensurs

Inpiant Internal Mananerial Assistance

_Managerial aceounting

Financial decision making

Plant lay out and production planning

Materials mamagemcnt

. Manpower planning and industrial relations

Tax management

Information, rsturns and. correspondence managesment

Inplant-Extsrnal Managerial Assistapce

‘Procurement of raw materials, equipment, machinery, manpower
and Technology from home market and foreign markets

Procurement of finance

Marketing of products to government, home mprkbt and foreign
markets

Modernisation, expansian, diversification end closure decisions

[iason with relevant external esgencies

Promotion and advertising

Labour consultancy
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Table-4 {Contd,)

PRI SPEPR

S1.No, Need

5. Cammen Facilities

5.1 Design and product testing centre

5.2 Quality testing and standardisation centre

S5a3 Tocl room facility

5.4 Teol shop

Geb Exhibition and display centrs

5.6 Technical Training centre for Fresh snd working manpcuwer

5.7 Technical information centre relating %o developments at
home and abroad

5.8 Integrated management consultative centre

5.9 Marketbing centre with home merket and export marketl wings
PR Managerial training end improvement centre

5.1 flaw materiels supply centro

5.12 Commen policing and ssocurity centre

Be Lommon_ Social-cum—Economic. Feedlitios

Housing complex

Health care and environmental protection
Recreational facilities '
Community centres

Educational facilities

Fira Fighting service

Godouwns :

Banks and regional lecal cenires of Finamcial institutions
Shopping and exchange centre

Guest houses, hotels, canteens, eto.
Effective Civic administration

] [ ] L] - Ll - *

L

mmmmmpmmmmm
P 0 0 - B s N 4, T SO R R . QRS

- O

Thic list of nueds is simply 2 suggestive list and is based upon
experieﬁces pathered so far. Planners should kaep their mind open to
modify the same dependimg upon situation prevailing in a particular case.
Ye now tuen our attemtion to orgenisational preparedness on the part
oF Government of Gujarat to meat the aforementioned infrastructural

needs of small units.
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S. Organisational Preparadness in Gujarat

Discussion in this section is largely based u-an documents received
%rum various felsuant organiscations iﬁ Gujarrt'in'regard to their aims,
objectives, functions and achievemsnts so far. The author will feel
grateful for any suggestions or factual corrections in this respect so
that misrepresentztion of facts could bz awired. functioning of relevant
organisations in Gujarat could be viewed in relation to needs specified
in Table-4 above. It is possible to do so in gualitative sénse only
because guantitetive cstimates regarding market share of indiuidual:
organisetions inm respect of services prouidéd by them is generally not
available. Some figures pertaining to & decade ago as emerged from the
survey referred to aboug [g]are howeuér worth recording because it is
likely that the situation may not have changed significently in respect
of market sharé by now owing to matching or even faster gropth of number

cf smoll units thzn the cfforts of organisations to expand their services.

JTable~5s Some Share Estimates

Description _ Share as psrcentagse
Partnership or propriectorship 94
Femily background expericnce of entrepreneurs 96
Education upto secondary level of ontreprencurs 59
Education of entrepreneurs uptc college level 46
Units financed by Corporations 9
Units getting raw materials via quota system 3.5
Units doing self sellinog 66
Units using dealers for szlling 5.7
Units with investment upto f:.45,000 72
Units with investment of more than fs. 45,000 28
Units taking 2 yeers to get started 40

Units taking 3 yeers to get stzrted 35
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These figures ere self revealing. Particularly the market shares
of developmental corporations and those supplying r:iw materials are too
low and therc exists scope of improving thcir covurage beosidos other

relevant efforts to help small industry.

Now we usc the serizl numbers as given iﬁ Table-4 to represent
respsctive need and to show in Table 6 below <s to yhcther the corres-—
ponding assistance is provided by organisation in question. Symbol F
is used wherever the zssistance is provided to =11 units within an

jndustrial estate and Symbol P is used to show that the service is oniy

partly provided. 8lank spaces show that the service is not provided at

all.
Table~6: Organised dssistance Available tg Smell Units
Need State Orgenisation Centre
GIDC  G5IC GSFC  GITCO  CED Divectorate Other SISI
of Indus- Depart— '
— tries{DOI) _ments

1.1 F P

1.2 P p

1.3 F 3

1.4 P 2]

145 P P

1.6 P P

1.7 P

2.1 p P

242 P

2.3 P

2.4 P

2.5 P P P

2.6 P

2.7 P P

2.8 P p

31 P

3.2 p

3e 3 P P P
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Jable~6 (contd.)

Need State Organisation Centro
GIDEC GSIC GSFC GITCO CED Directorate Other S1SI
of Indus- Departments
trigs (DDI) ‘
3.4 =
3.5 P
3.6
3.7
4ot p =
4,2 P
4,3 p = P
4.4 P P
4.5 P P
4,6 P P
5.1
5.2 P
5.3 P
5.4
5,5
5.6 p P
5,7 P
.8 P P
°9- P
.10 P
11 p
.12 P
o1 P
.2 P
o3 P
6o p
6.5 P
6.6 P
6,7 P
6.5 P
6.9 P
6. 10 P
6411 P

Tablec 6 reveals that certein needs are not met by any organi-
sation. for that purpose the small units are entirely at the mercy of
private consultants. Even in coscs where orcanisations provide some

help the extent of lack of ‘coveragc may be so large that dependence of
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small units on intermediaries or arivate professionals may very well be
close to complsteness. In several cases manner of crovision of help is
more important than merc pravision. Besides manacgerial problems in
providing thw help spatial ssattoer of-help centras has to be planped in
a meaningful manner to reduce the eFéactiua cost of their utilisation on
the part of smell units, Therefore, a proper planning of infrastructural
help should be done in & broader sensz. This copcept can be termed as
system's vicw of infrastructurel planning and we intend to discuss

bricfly the issues involved in the next section.

6. A System's vicwe of Snegll Sector Dovelopment and Squestidns for

Improved Planning

Bssuming that Gujarat State opts For the objective of growth with
judicious distribution ss thu couniry as a whole hes set before itselfl .
to achieve via the routc of planned development and further essuming
that industrial development shares the seme objective és;tofal production
system of the state, it follows that any planning cxercise for industrial
dauglopmcnt should aim at ﬁcst effective utidisation of rescurces acce~
ssible to the statc with minimum possible cost tc the psople. Minimum
cos£ possible to the pesple invclves cost irvolved in taking the goods
end services at the merket places and the cast thet individuals hays
to incur while taking the goods and sorvices from the markst places to
their homes or pleccs of use, If thesc two compononts of cost are to be
minimised in & proper menner the production plan will have to be made in
stch a manner that locations of units a2lzhg with magaitude of production

allocated for various locations sre such thet total cost to scciety get
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minimised while availablc zeeogurces got utilised to maximum possible
extunt. This is possiblce only if spatial view is t:ken eppropriately
whilc dé:iding lpcation of industrial estatec, indiuiduai.units and the
industry mix. This im turn would requirs to prepare some kind of

Master Plan of acticn in regard fo location of indistrial units along
with preduction tercets allocated to thom For proporly delineated sub

regions in the state.

Such a Master Plan may be prepercd to satisfy the following con-
sideraticns:
(1) Location and zlleceiion of production of gocds and services
are optimal in tho scnse of minimisaticn of total cost

subjact to utilisation of local rescurces in a feasible

manners

{2) Detemination of such configuraticn of these units so that
infrestructurasl plenning for the configuration in guestiom
leads best utilisation of infrastruchkirzl assistzpes thus

provided;

(3} Allocation of infFrastructural needs so de.ermined to relevant
osrganisaticns and phasing of imple ntation of the seme to

avnid delay znd inconvenience to users of the sameg
{4) Maintcnemce of continuity tc revise tha Moster Plan under
changed circumstances and to monitor implementation of the
S8Mts
The planning tasks outlinezd above should be loceted within the
office of Dirgctor of Industries. Since District Industries Centres are
“functioning in verious districts, they may be involved in the planning
process in a meaningful manner. These regional cffices may ensure

relevant flow of informetion tc the headquarter whcre the same could be
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proﬁassed with the help ofF computers to zvclve the contents of Master

Plan described above. Adtonomous arganisetions en! corporations concer-
ned with industry may be inuwslved in the procoss by way of passiné on the
probloms fabed by thcﬁ and implamenting the decisions awolved as a result

of the comprehensive epprocch described above.

This effort of planped development will bridge the information
gaps, if 2ny, and would ewlve a relevont information system for con-
tinual eppraisal of the functioning of the antire system pertaining to
© industrial development. Studies re].é.ting to Gujaret by the avthor [l]
have shown that industry will continue to remain a major source of growth
" and increased employment in Deckward os well as developed regions of
- Gujerat. Therefore plenned industrial development will push up this
process further with greater speed to bring the Stats in the Forefront

of econcmic development in the country.

The idea of Master Plan would serve several additional purposses

" as follouss

{1} Entreprencurs woulg havs better idea © what can bes produced aEf

what place with advantaga;

(2) finencial institutinne will heve greetepr assursnce of effective
usc of funds advanced by them as well as possibility of repayments
oF the samo. They will alsc hzve better estimate of demand of S/

Fundss

{3) Develcpmental orgenisations and egencies would know better what
they aught to be doing @ond with what kind of phasing over time -

and spacc.
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{4) Incentive planning of wvarious kinds will moke more meaningful
gensu because the arees end units thet require assistance of this

kind would becomo ghown in more definite’term§;
LY - Lo
1 3

Y )
{s) Regional dispagiiﬁ would got removed to tha -meximum possible

extent;

(6) There would not be any nesd of unnecessary restrictions as they
exist today in the hope of having positive action plans at some
future date which invariably lcad o ceusing delay in development
and welfarc of soccioly,

It is possible that relsvent sublic system inm this context may

take some timz to preparz itsclf toc apprecizie the feasitility of above.

menticned suggestions from the vi.wpoint of implomentation, Yet initia-

tion of contirved dialoguo on thoe issues raiswed ebovi cculd prove useful.

At the same timc marginal changes could be thought of to move the present

would

system in thu dosired direetion and this itsclf/require an appropriate

policy decisione.
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