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INTRODUCTION 

I, the Chairman, Estimates Committee, having been authorised by 
the Committee to submit the Report on their behalf, present this 
Hundred and Seventh Report on the Ministry of Industry-Orga-
nisation of the Development Commissioner, Small Scale Indus-
tries-Rural Industrialisation. 

2. The Committee took evidence of the representatives of the 
Ministry of Industry on the subject of Rural Industrialisation on 
the 8th November, 1965 .. The representatives of the Ministry of 
Commerce, the Department of Social Security, the Planning Com-
mission, the Khadi and Village Industries Commission, the All-
India Handloom Board, the Central Silk Board, the All-India 
Handicrafts Board and the Coir Board also appeared before the 
Committee during i. the course of the above sitting. The Com-
mittee wish to express their thanks to the Secretary of the Min-
nistry of Industry, and other Officers of the above Ministries/De-
partment, Boards and Commissions for placing before them the 
material and information they . wanted in connection with the 
examination of the estimates. 

3. The Report was considered and adopted by the Committee 
on the 18th April, 1966. 

4. A statement showing the analysis of recommendations con-
tained in the Report is also appended to the Report (Appendix VI). 

NEW DELHI; 

April 22, 1966. 
Vaisakha 2, 1888 (Sak.a). 

ARUN CHANDRA GUHA, 

Chairman, 

Estimates Committee. 
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INTRODUCTORY 

The provIsIOn of adequate employment opportunities is among 
the most difficult ta3ks facing Indian Planning. The number of un-
employed in the country is not only vast, but it has been increasing 
from year to year arid from Plan to Plan. 

At the commencement of the Second Five Year Plan, the backlog 
of unemployment was reckoned at 5' 3 million of which 2' 8 million 
were in rural areas. The Plan estimated the number 'of "new 
entrants to the labour force during the next five years" at 10 million. 
It suggested, therefore, that 15' 3 million job opportunities-6' 3 mil- ° 

lion in urban areas- and 9 million in rural areas-would have to be 
created if unemployment was to be eradicated during the Second 
Plan period. However, the Second Plan ended with a backlog of 
about 8 million unemployed. 

2. The Third Plan anticipated an addition to the labour force of 
the order of 17 million of which two-third or about 11 million would 
be from the rural areas. The performance during the Third Plan 
period in terms of new employment opportunities provided has been 
estimated to be in the neighbourhood of 13 million. 

The dimensions of the employment problem during the Fourth 
Plan period have been assessed as follows:-

"Thus, with an estimated backlog of 8 million from the 
Second Plan and a deficiency of 4 million employment 
opportunities under the Third Plan, the Fourth Plan may 
have to start with a backlog of unemployment nearing 
12 million. With a 23 million addition to the labour force 
during 1966-:n, the employment problem for the Fourth 
Plan can be considered as sizeable, that is, 35 million 
employment opportunities. 

Taking a long-term 'View, it has been estimated that the increase 
in the labour force during the Fifth Plan periOd woulc.be about 30 
million. Thus, to achieve full employment in the country within 
the next 10 years it would be necessary to create 65 million new job 
apportunities. 

3. The problem of unemployment is specially aC'.ute -in the rural 
areas. In the villages both unemployment and underemployment 
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exist side by side. In fact, unemployment in the villages mostly 
appears in the form of under-employment and the distinction bet-
ween them is by no means sharp. In many parts of the' country, 
during the busy agricultural seasons, shortages of labour are fre-
quently reported, but over the greater part of the year, a large pro-
portion of .agricultural labour and others engaged in allied activities 
are without continuous employment. The consequent drift of work-
ers from villages to towns only serves to shift the focus of attention 
from rural areas to the urhan. Thus, if at any given time the rate 
of unemployment in the towns appears to be higher, it is only "a 
reflection of the lack of adequate work opportunities in rural areas". 
Urban and rural unemployment, as the Third Plan points out, "con-
stitute an individual problem". 

4. While for urban unemployment there may be some estimate 
even though not very precise, for rural unemployment there has 
been hardly any attempt at assessment. There is, however, abroad 
concensus that about 20 to 25 per cent of the rural population in 
India is not required for the present levels of agricultural produc-
tion and for future expansion of agriculture. At present, the sur-
plus rural labour is also put in agricultUre which,because of tlie 
high labour load, has become almost uneconomical. 

It is also increasingly recognised that no solution to the problem 
of mass unemployment or :under-employment in the villages is 
offered by the creation of a few pockets of capital intensive indus-
trial activity in the large metropolitan centres of the country. The 
limitations of large scale industry as well as of agriculture in tackl-
ing the problem of rural unemployment have been described' thus 
by a leading social worker in a note furnished to the Committee: 

"Modern technology is all labour-saving and cannot therefore 
tackle the problem of the country's vast and endemic 
unemployment or underemployment and secondly in no 
country of the world has land (even if the land : man 
r-atio is favourable) been able .to support more than 50 per 
cent of its population. To expect that Indian agriculture 
with its land : man ratio so fearfully adverse, with its 
development a century behind other countries will ever 
be able to absorb this vast multitude of unemployed and 
under-employed now or after it has reached its full d~ 
10pment is nothing short of day-dreaming. Thus this 
class has no place in the urban industrial sector nor in 

r the rural- agricultural sector. It is absolutely rootlesa 
r- e:onomicall.y speaking." 
l 
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It has been suggested, therefore, that:-

"The decentralised sector is the only answer to assimilate in 
the national economy this 20 or 25 per cent of the rootless 
Indian mass." 

The Committee note with conoo;m that inspite of a decade and 
a half of planning the country is still faced with the problem of vast 
.and increasing unemployment in the villages which constitute the 
base of the nation's economy and its democratic framework. The 
Committee realize the importance of the eftorts made by Govern-
ment to relieve unemployment in villages through its programmes 
-of rural works, rural industrialisation etc. Considering however, 
that the backlog of unemployment has increased from 5'3 million 
at the commencement of the Second Plan to about 12 million at the 
end of Third Plan and that nearly two-third of the unemployed are 
believed to. Uve in the villages, it is evidept that the eftorts so far 
made have been far from adequate to make any impression on the 
problem of rural unemployment. With an estimated increase of 53 
million in the labour force during the Fourth and Fifth Plan periods, 
the bulk of which will inevitably come from the villages, the prob-
lem will soon acquire a vast and unprecedented magnitude. The 
Committee, therefore, cannot over-stress the need for urgent mea-
sures to provide gainful employment to the fast expanding labour 
force in rural India. 

The Committee agree with the view that neither agriculture, nor 
large scale industry, nor even both of them together, can absorb 
the growing nurnbell' of the unemployed and under-employed in the 
villages: They feel' that only a well thought out and comprehensive 
programme of decentralized industry in the rural areas, implemen-
ted with drive, sincerity and a sense of paramount urgency, can pro-
vide an effective answer to the vast problem of rural unemployment. 
The Committee, therefore, urge Governm.eD.t· to give their serious 
~ttention to this matter and take speedy and eftective measures to 
:formulate and execute in the field a well coordinated programme of 
rural industrialization. They' would also like to stress that the pro-
:gramme of rural industrialization should be clearly distinguished 
:from the progr8D1JD.e" of industrialization in the urban areas with a . , 
:separate allocation of funds. 

• 



n 
ORGANISATIONAL SET UP FOR VILLAGE AND SMALL 

INDUSTRIES 

A. Need for Central Organisation for Development ofVilIage and 
Small Industries 

, 
5. The First Five Year Plan recognised that the "development of 

village industries requires' drive and direction from Central and 
State Governments." - The need for an organisation in the Central 
Government to look after the problems of villages industries was 
emphasised in the Plan as follows: 

"Th~ primary responsibility for carrying out programmes for-
village -industries. rests withtbe State Governments, but 
in many aspects the framework within which they can 
execute programmes for individual village industries is-
set by the policies followed by the Central Government. -
In the Central Government, there is, therefore, need for· 
an organisation which will give close attention to the-
problems of village industries and help to create favour-
able conditions for action by State Government.g, COIlS-· 

tructive organisations and village cooperatives. In view 
of the growing importance of the problem of employment,_ 
the Central Government, must now give the same atten-
tion to village and small scale industries as it has under-
taken, in view of the shortage of food and raw materials. 
to give to agriculture." 

B. Existing Arrangements 

6. During the First Plan period six all-India Boards viz., (i) All 
India Handloom Board; (ii) All India Handicrafts Board; (iii) All 
India Khadi and Village Industries Board; (iv) The Small Scale 
Industries Board; (v) The Central Silk Board; and -(vi) The Coir 
Board were established to deal with the problems of the handloom 
industry, khadi and village industries, handicrafts, small scale indus-
tries, sericulture and the coir industry. 

7. The All India Handloom ~oard and the All India Handicrafts 
Board were constituted in October, 1952 and November, 1952 respec--
tively to advise Government on the problems of development of 
handloom and handicrafts industries. The All India Khadi and 
Village Industries Board was set up in February, 1953 for preparing~ 

4 
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and organising programmes for the production and development ot 
khadi and village industries. The Small Scale Industries Board was 
constituted in November, 1954 to coordinate the activities of regional 
Institutes for small scale industries, Small Industries Corporation 
etc. and also. "to frame and implement programmes generally for 
the development of small scale industries." The Central Silk Board 
which had been functioning since 1949 was reconstituted in April, 
1952* and a statutory Coir Board was set up in July, 1954 to promote 
the development of the eoir industry, under the control of the Cen-
tral Government. 

According to the Village and Smail Scale Industries (Second Five 
Year Plan) Committee, commonly known as the Karve Committee, 
"on the organisational side, .the establishment or reconstitution of the 
six all-India Boards, (mentioned above) was the most important step 
taken for the planned development of village and small scale indust-
ries." The Committee also noted that "the activities of these six 
Boards taken together cover the entire field of village and small scale 
industries." 

During the Second Plan period, a statutory Khadi and Village 
Industries Commission was set up. The Commission, it has been 
stated, was vested with more extensive executive powers than those' 
enjoyed by the Khadi and Village Industries Board, which continued 
as an advisory body closely associated with the Commission. Further, 
in almost all the States, statutory State Khadi and Village Industries 
Boards were created under legislation sponsored by State Govern-
ments. 

It has been stated by the Ministry that "the development of rural 
and cottage industries is the responsibiiity of the All India Boards I 
Commission set up for the purpose." viz. (i) The Khadi and Vil-
lage Industries Commission, (ii) The All India Handloom Board, 
(iii) The Central Silk Board, (iv) The All India Handicrafts Board, 
(v) The Coir Board, and (vi) The Small Scale Industries Board. 

The Ministry have further stated in this connection that the in-
dustries coming under the purview of the Khadi and Village Indust-
ries Commission, the Handloom Board, the Handicrafts Board, the 
Silk Board and the Coir Board are '''located mostly in rural areas." 
They have added that' small scale industries have so far developed 
mainly in the metropolitan areqS and bigger towns but in the Fourth 
Plan, "emphasis will be laid on developing these in smaE towns and 
semi-urban areas, at selected growth centres." 

*Ithas been stated in the course of factual verification tha.t the Central 
Silk Board 1s reconstituted every 3years and' it was last . ~econstituted 
On the 9th April, 1984. . . 
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With regard to the machinery for the implementation of the pro-
gt'aIIL'1les for the deve'lopment of the respective industries (Khadi, 
Handloom etc,) in the rural areas, the Committee have been inform-
ed that: 

"The Khadi and Village Industries Commission under the sta-
tute is empowered to implement the programme itself, but 
the other Boards depend mostly on the State Governments 
for implementation of the development programmes in 
their respective spheres. The Board/Commission draw up 
schemes for their respective industries and the need to 
develop rural areas is borne in mind in framing such pro-
grammes." 

C. Machinery for Coordination between various Agencies 
responsible for Rural Industrialisation 

9. It has been stated that an effort was made during the Second 
Plan period to secure coordination in the various programmes for 
viIlage and small industries by setting up at the Centre a 'Coordina-
tion Committee for Small Industries' consisting of the repre£entatives 
of the Ministries concerned and the Chairman of the All India Boards 
and the Khadi and Village Industries Commission. Coordination 
Committees were also constituted in most of the States. 

However, the. inadequacy of these arrangements for securing 
-effective coordination between the various agencies responsible for 
the development of viNage and small industries was clearly recog-
nised in the Third Five Year Plan. Thus, while emphasising that it 
was necessary to take a unified view of the entire problem of rural 
industrialisation the Third Plan made a specific reference to the need 
for securing close coordination among the various agencies concerned 
with the implementation of the programmes of village and small in-
dustries. The Third Five Year Plan stated: 

"Further means will need to be devised to secure coordination 
among the various Boards and agencies concerned with the 
implementation of the programmes. However, it is more 
at the field level that the need for greater coordination is 
being felt. This applied particularly to the programmes 
for khadi and village industries where the activities of 
State Governments, State Khadi Boards, registered institu-
tions and the block level staff have to be more closely in-
tegrated. Moreover, with developments envisaged in the 
field of agriculture, power, transport, etc. it is necessary 
to take a unified view of the entire problem of rural in-
dustrialisation. The existing Boards may not always b. 

::~;: able to take such a view because each of them operates iJl 
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its own specified field. The rural industries programme of 
the Khadi and Village Industries Commission is at present 
limited to only 12 traditional industries. A comprehensive 
programme of rural industrialisation wrll have to take int() 
account the various aspects of development in each area 
and it will be necessary to ensure that close cooperation of 
the various institutions and agencies working at the regio-
nal or block level is obtained for preparing local plans and 
implementing them." 

10. It was indicated in the Third Five Year Plan that the various 
aspects of the question of ensuring coordination among the Boards 
and agencies concerned with the implementation of the village and 
small scale industries programmes would be examined "in consulta-
tion with State Governments and the Boards". The Planning Com-
mission pursued the matter and after detailed consultations with the-
Ministries of Commerce and Industry, Community Development, the-
concerned all-India Boards and others specially interested in the-
development of smaN industries in rural areas, constituted in April 
1962., a high-level Rural Industries Planning Committee for "review-
ing the progress of industries in rural areas, advising on problems of 
policy and planning relating to them and recommending programmes 
for the intensive development of village and small industries in rural 
areas, including coordinated area and regional plans of development 
and pilot projects." 

11. In July 1962, the Rural Industries Planning Committee brought 
out a scheme for 'Projects for the intensive development of village 
and sman industries in rural areas'. In the first series such projects 
were proposed to be taken up in 40 selected areas. It was stated that 
the final selection for the first series of projects "will have to be made' 
in consultation with State Governments and the Rural Industries 
Planning Committee." 

The working of the 'Projects for the intensive development of vil-
lage and small industries in rural areas' has been examined in Chap-
ter IV of the Report. 

12. With regard to the organisational machinery for the direction 
and implementation of the programme for rural industrialisation in 
general and the projects for intensive development of village and 
small industries in particular, the Rural Industries Planning Com-
mittee made the following suggestions: 

"(i) Questions of overall policy and direction relating to the 
programme for rural industrialisation will be considered by 
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the Planning Commission's Rural Industries Plannini 
Committee, which may be suitably enlarged to include re-
presentatives of all the All India Boards. 

«ii) For the first series of projects for the intensive develop-
ment of village and small industries, the Planning Commis-
sion should undertake the necessary coordination and assist 
State Governments in carrying out the programme. 

,(iii) The Rural Industries Planning Committee will constitute 
a Standing Committee for continuous guidance of the pro-
gramme for rural industries formulated by theCommiUee. 
The Standing Committee should include, amongst others, 
representatives of the Ministries of Commerce and Indus-
try, Community Development and the Khadi & Village In-
dustries Commission. The Planning Commission will set 
up the necessary establishment for implementing the pro-
gramme which will function under the supervision of the 
Standing Committee. 

(iv) In each State, the Chief Minister may be requested to set 
up a high-level Advisory Committee for Rural Industries 
which may include, amongst others, the Chairman of the 
State Khadi & Village Industries Board. A senior State 
officiai connected with village and small industries may 
serve as the Secretary of the State Advisory Committee 
and ensure co-ordination between var: ous agencies under 
the State Government as well as with non-official organi-
sations. 

(v) For each selected area, a Project Committee for Rural In-
dustries may be appointed by the Stat.:! Government in 
consultation with the State Advisory Committee. 

(vi) In formulating and executing detailed programmes for each 
selected area, the aim would be to ensure close and con-
tinuous collaboration bet~een the Zila Parishad, Pancha-
yat Samitis and their administrative and technical person-
nel, and co-operative organisations, registered institutions 
associated with the Khadi & Village Industries Commission 
and non.;.official workers. 

'(vii) The Khadi & Village:Inciustries Commission's programmes 
for grctm ekais would' be coordinated with the programme 
for project areaS:" i. . . 
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13. In a letter addressed to the Chief Minister of the States the 
Deputy Chairman of the Planning Commission explained that the 
Rural Industries Projects Programme was "intended to support the 
present efforts and to influence the lines on which the existing pro-
grammes are being implemented by the State Governments and the 
All-India Boards." 

It is seen that under the Rural Industries Projects Programme as 
-originally formulated, the Rural Industries Planning Committee was 
.responsible (a) for questions of overall policy relating to the pro-
gramme for rural industrialisation, (b) for necessary coordination 
and assisting State Governments in carrying out the programme, and 
(c) for continuous guidance of the programme for rural industries 
formulated by the Committee. It was also envisaged that the Plan-
ning Commission "will set up the necessary establishment for imple-
menting the programme which will function under the supervision 
of Standing Committee (of the Rural Industries Planning Committee). 
However, commenting on the slow progress of the Rural Industries 
Projects Programme in a recent Report (August, 1965), the Rural 
IndustrieS Planning Committee have ctated, inter alia, "the formula-
tion and implementation of the programmes was the responsibility 
of State Governments .... n took more time than expected for State 
Governments to finalise survey reports, and put in position neces-
sary administrative machinery for implementation of the pro· 
grammes." 

14. Commenting on the role and performance of the Rural Indus-
tries Planning Committee, the Fourth Plan Working Group on Khadi 
.and Village Industries has observed in its Report (December 1964):-

"We are of the view that no impact has yet been made on rural 
industrialisation by the Rural Industries Planning Com-
mittee and the intention set out by the Planning Commis-
sion has not been fulfilled". 

"Unfortunately, the result has been the constitution of a mere 
committee which has to approach the State Governments 
and various other organisations for the implementation of 
the programmes. It has become more or less another cog 
in the wheel of small industries." 

Proceeding further, the Working Group has m::lde the following 
..suggestions :-

"We would suggest that the question of con,tituting a single 
body with responsibility for the entire field of rUl;al\ indus-
trialisati0t;l . alid with a\lthority to exequ~e. pJ(ogrammes in 
this sphere should be re-exa~ined by the Government. 



10 

There will be an advantage in having a coordinated programme 
in respect of all rural industries and placing all rural in-
dustries including village industries under a single autho-
rity. 

If khadi has to be preserved in the same manner and with the 
same orientation as inspired the programme when it start-
ed, the merging of khadi,' handlooms and power looms would 
be a· proposition fraught with grave consequences. We .. 
therefore, suggest that the implication of the coordination 
of this programme in all its facets should be discussed in 
detail by the Government with the planners, the social 
and constructive workers and economists. The policy 
framed as a result of the discussion should, in our opinion, 
operate for a reasonable period and not be subjected to-
change from time to time." 

15. The question of coordinating the activities of the various 
Boards and other authorities which are presently operating in the 
field of rural industrialisation was discu~sed at some length with the 
representatives of the concerned Ministries and Boards in the course 
of official evidence. Maintaining that the existing arrangements in 
this behalf were on the whole quite adequate the representative of 
the Ministry of Industry has stated:-

"Taking into account the specified functiOning of each Board, 
if you sought to combine all the functions into one Board 
or into a lesser number of Boards, that will lead to confu-
sion in the first place. Secondly, the kind of useful deve-
lopmental work they are doing will get affected. If you 
combine the Handloom with the CSIO there will be a cer-
tain amount of dilution in the handloom work. Similarly, 
Silk Board again has a special purpose to fulfil. Coir again 
has special problems. From that point of view we feel 
that there is clearly a place for each one of these Boards. 
We have devised various methods by which coordination 
will be achieved. There is at the highest level in the 
Government of India a Co-ordination Committee of Minis-
ters concerned. Then at the lower level there is a Stand-
ing Committee composed of officers with Joint Secretary 
of the Ministry as Chairman. At the lower level there are 
consultations and meetings so as to ensure that there is no 
overlapping or conflict in work." 
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He observed further that "at the working level, it will be very 
difficult to maintain a unified approach" in implementing the pro-
gramme of rural industries. 

However, the representative of the Department of Social Security 
has not been quite happy with the present arrangements and has 
said:-

"The necessary drive and initiatiVe at the Ministry's level or 
planning is not possible under the present system. My 
conception is to develop an idea of agro-industries and let 
one single Ministry take charge of it, whichever Ministry 
that may be". 

The representative of the Khadi and Village Industries Commis-
sion said:-

"The Khadi Commission does feel that there is a definite need 
for a comprehensive and integrated approach to all the 
industries and not taking them piecemeal ...... Coordina-
tion is one part of the problem. But the real coordination 
is at the ground level. Villagers inter se should also feel 
a sense of participation. It is, therefore, necessary that it 
must be a comprehensive integrated approach. Whether 
the Khadi Commission does it or somebody else, does not 
matter. but the whole thing should be an integrated one." 

The Committee regret to note that although the need for greater 
coordination between the various Boards and agencies concerned with 
the implementation of the programmes of village and small industries 
has been felt for a long time, no effective measures in this direction 
have been taken so far. 

They are particularly distressed to note that the Rural Industries 
Planning Committee has not succeeded in bringing about any coordi-
nated implementation of the programme eventhough it was originally 
intended to be responsible for not only formulation and direction of 
overall policy relating to rural industrialisation and securing neces-
sary coordination between the various relevant agencies, but also for 
assisting the State Governments in carrying out the pregrammes. The 
Committee are broadly in agreement with the view of the Fourth 
Plan Working Group on Khadi & Village Industries that no impact 
has yet been made on rural industrialisation by the Rural Industries 
Planning Committee and the intention set out by the Planning Com~ 
mission has not been fulfilled. 
248(Aii) L.S.-2. 
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The Committee endorse the view expressed in the Third Five year 

Plan that it is necessary to take a unified view of the entire problem 
of rural industrialisation. They regret that this valuable policy state-
ment has not been implemented so far. 

They need hardly stress that under the existing arrangements the 
various .Boards are not always able to take such a view because each 
of them is neces .. arily conditioned to look at the problems from the 
standpoint of the needs and interest of the industry falling ~ithin its 
specific sphere. The Committee strongly feel that an essential pre-
requisi'e for the success of a reaHy meaningful pr~amme of rural 
industriali'iation. is the setting up of an effective machinery for im-
plementation in one administrative Ministry. They would like the 
Government to examine the problem in all its remifications wi·hout 
delay and devise a suitable machinery to ensure that schemes or pro-
grammes for rural industrialisation' are formulated in an integrate" 
manner and are implemented faithfully in the field. 



A. General: 

m 
DEVELOPMENT PROGRAMMES 

16. The Conunittee have been informed that for the purpose of 
planning and development rural and cottage industries are not treated 
as a separate category and "no production targets are set for rural or 
eottage industries as such". Explaining the position, the Ministry 
of Industry have stated:-

"The term rural or cottage industries is somewhat inappro-
priate in this context, since for purposes of planning, the 
industry approach is adopted since the problems of an 
industry whether the units are located in rural, semi-urban 
or urban areas will be homogenous and could be considered 
by a single Board. Therefore, rural and cottage industries 
are not treated as a separate category for purposes of plan-
ning and development; the industries which are popularly 
believed to come under this category actually fall within 
the purview of different all India Boards/Commission." 

As noted in Chapter II the all-India bodies, in a broad sense, are 
considered responsible for the development of rural and cottage 
industries are: the Khadi and Village Industries Commission, the All 
India Handloom Board, the Central Silk Board, the All India Handi-
crafts Board, the Coir Board and the Small Scale Industries Board. 
The progress made in regard to rural induftrialisation hitherto may, 
therefore, be generally assessed with reference to the industries 
falling within the purview of these all-India Boards/Commission. 

B. Objectives and Approach under the Five year Plans 

17. The First Five Year Plan noted that "diminishing opportunities 
for gainful employment" accounted "to some extent for the reduction 
in the standard of life of some sections of the rural population" and 
that "development outside the rural sector has not beE>n rapid enough 
to arrest the increasing pressure of popUlation on the land." The 
Plan stated that "village industries have a central place in rural deve-
lopment programmes." Stressing the need for State action and 

13 
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comprehensive measures for the development of village industries, 
the Plan stated:-

"The development of village industries should be as much a 
matter of State action· as the increase of agricultural pro-
duction. Indeed, one cannot be separated from other, for 
increase in agricultural production presupposes fuller 
utilisation of the availabie manpower and release of surplus 
workers for other occupations. Village industries, there-
fore, call for programmes which will develop a great deal 
of local initiative and cooperation, and an economIC 
environment in which they have a reasonable chance of 
succeeding. If the measures to be undertaken are to be 
effective in dealing with so difficult a problem, it is essen-
tial that they should be commensurate with its size and 
importance." 

18. As stated by the Village and Small Scale Industries (Second 
Five Year Plan) Committee, commonly known as the Karve Com-
mittee, the notable directions in which the First Five Year Plan 
"marked a definite advance over the pre-Plan position'· was in making 
. a .substantial provision for the development of village and small scale 
industries and in emphasising the need for setting up an organisation 

- in the Central Government to look after the problems of village 
industries. 

19. Another important aspect of the First Plan was the acceptance 
of the principle of a common production programme for large scale and 
small scale industries in spheres of production where there was com-
petition between the large scale and the small or cottage industries. 
The possible elements of a common production programme were 
stated to be:-

(a) reservation of spheres of production, 

(b) non-~pansion of capacity in the large scale industry; 

(c) imposition of a cess for excise on products of large scale 
. industries, and 

(d) arrangements for the supply of raw materials, equipment 
and technical and financial assistance to the small units. 

The Plan also suggested specific measures for the development of 
village industries, such as an organised system of training for village 
artisans, financial assistance, arrangements for research in village 
industries. etc. 
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In accordance with the principles of the common production pro-
gramme, the production of certain varieties of cloth was reserved for 
the handloom industries and an excise duty was levied on the pro-
duction of large mills so as to build up a fund from which financial 
assistance was given to handloom and khadi industries. Printing of 
cloth by large mills was limited to their best year's output. during the 
period 1949-54 and expansion of the capacity of large units for 
garment-making was restricted. An exercise duty was also levied 
on the large scale leather foot-wear industry. A differential excise 
duty was imposed on. the washing soap industry and a. subsidy was 
given for neem and non-edible oils used in making soap. In regard 
to a number of other industries also, including certain types of agri-
cultural implements, furniture-making, sports goods, slates and 
pencils, bidi, writing inks, chalks and crayons and candles, it was 
decided to reserve. further expansion of production for small units. 

20. The Industrial Policy Resolution of 1956 while making a refer-
ence to the various measures constituting the common production 
programme emphasised:-

"The State has been following a policy of supporting cottage 
and village and small scale industries by restricting the 
volume of production in the large scale sector, by differen-
tial taxation, or by clirect subsidies. While such measures 
will contiriue to be ta~en, whenever necessary, the aim 
of the Sta~ policy will. be to ensure that the decentralised 
sector acquires sufficient vitality to be self-supporting and 
its development is ~ntegrated with that of large scale 
industry. The State will, therefore, concentrate on mea-
sures designed to improve the competitive strength of. the 
small scale producer. For this it· is essential that the 
technique of production should be constantly improved and 
modernised, the pace of transformation being regulated ,0 
as to avoid, as far ,as possible, technological Unemployment.'· 

The Second Five Year Plan generally endorsed the objectives 
setforth by the Karve Committee which kept three principal aims in 
view, namely:---' 

(i) to avoid as far as possible, during the period of the Secon~ 
Plan, further technological unemployment such as occurs 
specially in the traditional village industries; 

(ii) to provide for as large a measure of increased employment 
as possible during . the Plan period through different 
village and small industries; and 



(iii) to provide the basis for the structure of an essentially 
decentralised society and also for progressive economic 
development at a fairly rapid rate. 

21. The Karve Committee envisaged that even in the traditional 
village industries, to the extent immediately possible, technical 
improvements should be adopted, and for the future there should 
be a regular programme of gradual transition to better techniques. 
At the sa~e time, where new capital investment had to be made 
it should be, as far as possible, on improved equipment, the improve-
ment being in some cases in the nature of additions to or adapta-
tions of existing equipment. 

While recognising the importance of the common production 
programme, the Second Plan also stated that the devices for giving 
effect to the programme such as demarcation of spheres of produc-
tion, non-expansion of capacity of large scale industries, represented 
"only a part of the totality of action to be taken" for the develop-
ment . of vUlage and small industries and "are intended ordinarily 
to afford time and opportunity to the seCtor of village and small 
industries to gain the necessary strength to develop on its own." 
The Plan urged: 

''They have to be supplemented, wherever feasible, by com-
mon marketing arrangements through cooperative organi-
sations in which the State may participate. A great deal 
of attention must be given to ensuring that the positive 
measures of organisation and assistance succeed and 
succeed without loss of time." 

It has been stated that in pursuance of the common production 
programme during the Second Plan period, production of certain 
varieties of cloth . was reserved for the handloom industry and of 
certain types of agncultural implements for small scale industry. 
It was also decided that there should be no further expansion in 
certab large scale industries like vegetable oils, rice milling, leather 
footwear, match etc. where the existing capacity was not being 
already fully utilized. 

22. The Second Plan also laid particular stress on the develop-
ment of industrial cooperativ.es for village! and small industries. It 
noted that while there was scope for supply and marketing coopera-
tives in almost all village and small industries, producer cooperatives 
had greater possibilities in some fields than in others. The Plan 
fur:her stated that the principal village industries to be developed 
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during the Second Plan period were hand-pounding of rice, vege-
table oil, leather footwear and tanning, gur, khandsari and cottage 
match. 

The main objectives that had to be kept in view in implement-
i~lg programmes for village and small industries in the ThiJ;'d Plan 
were stated to be: -

-(i) to improve the productivity of the wo~ker and reduce 
production costs by placing relatively greater· emphasis 
on positive forms of assistance such as improvement of 
skill, supply of technical advice, better equipment and 
credit, etc.; 

(ii) to reduce progressively the role of subsidies, sales r.ebates 
and sheltered markets; 

(iti) to promote the growth of industries in rural areas and 
small towns; 

{iv)' to promote the development _ of small scale industries as 
ancillaries to large industries; and . -

(v) to organise artisans and craftsmen on cooperative lines. 

23. The various measures proposed in the Third Plan for achiev-
ing its Dbjectives in regard to village and small in?ustries are briefly 
as under; . 

\8) Imprcwement of skill and productivity 

(i) Training facilities for meeting the requirements of techni-
cal and managerial personnel in the field of village and 
~mall industries to be considerably enlarged. 

(ii) Greater emphasis to be laid on the introduction of im-
proved tools and eqUipment. 

(iii) Efforts to be organised on a large scale to provide techni-
cal adVice to artisans and craftsmen engaged in various 
industries. 

(iv) Special attention to be paid to research for developing 
improved tools and equipment, processes of manufacture, 
designs etc. 

(b) Credit and Finance 

C~edit facilitie~ for village anj small scale industries to be 
organised on. larg.er scale and to be made 8\"'8i1able on 
reasonable terrr..s anci with minimum of procedural delays. 
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It was stated that the progressive enlargement of programmes of 
positive assistance was expected to make it possible to reduce the 
role of subsidies, sales rebates and sheltered markets in the Third 
Plan period. In the field of khadi, it was hoped to bring about a 
gradual reduction of prices. through technical improvements, pool-
ing of production costs and economy in transport and other distri-
bution charges. It was intended that rebates on sales of khadi, 
particularly of silk and woollen khadi, would be reviewed with the 
object of replacing them, as far as possible, by suitable management 
grants. As regards village industries also, it was proposed that 
subsidies andlor rebates on sales in respect of their products should 
be replaced by gradually tapering management grants. Similarly, 
in the handloom industry emphasis would be shifted from sales 
rebates to more positive forms of assistance. 

24. It was stated in the Plan that the general principles underly-
ing common production programme should be applied only after 
detailed study and investigation of the problems of particular indu~­
tries. It was pointed out, by way of -example, that in the case of 
some of the traditional industries, measures for ensuring preferen-
tial treatment and assurance of market for their products might 
have to be continued for somewhat larger period than in the case 
of small scale industries. 

The Third Plan set a total production target of 9300 million yards 
of cloth for the last year of the Plan. Of this the share of the 
decentralised sector, namely, handloom, powerloom and khadi in-
dustries, was fixed at 3500 million yards, as compared with its output 
of about 2350 million yards in 1960-61. The major portion of the 
additional production was expected to come from the handloom in-
dustry but no precise allocation of it between the different sections 
of the decelltralised sector was made. 

On the basis of the total investment under the Third Plan, includ-
ing outlay in the public sector and investment from private sources, 
it was estimated that the development programmes for village and 
small industries would provide part-time employment or fuller 
employment for about 8 million persons and whole-time employ-
ment for 9 lakh persons. Programmes for the production of khadi 
were expected to provide mostly part-time employment and those 
for the handloom industry, powerlooms in the handloom sector, 
village industries, sericulture and coir industries to provide mainly 
fuller employment to those engaged in them. The programmes for 
small scale industries including industrial estates, handicrafts and, 
to a limited extent, some of the other industries, were expected to 
create mostly whole-time employment. 



25. It was noted in the Third Plan that "although several indus-
tries such as village industries, khadi, sericulture, coir and, to an 
appreciable extent, handlooms are already located in rural areas, 
the development of small scale industries has so far been, by and 
large, in or near the cities and the larger towns." It was stated 
that since one of the principal obje<:ts of programmes in this field 
was to provide opportunities of income and employment in a dis-
persed manner all over the country, emphasis in the implementation 
of the programmes in the Third Plan would be on encouraging the 
further growth of industries in rural areas and in small towns as 
well as in less developed areas having a marked industrial potential. 

The following specific measures were suggested in the Third Plan 
to facilitate industrial development in rural areas and small towns: 

1I-HJi')L' 
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"The first step in this direction should be to identify the areas 
in which various basic facilities such as electricity, larger 
supply of agricultural raw materials and improved means 
of transport will become available as a result of deve1o~ 
ment envisaged in other sectors during the course of the 
Third Plan and to prepare programmes for assisting the 
growth of industries in such areas. The desirability of 
linking up the promotion of small industries with pro-
grammes of power development in the rural areas has 
also been stressed in the Chapter on Irrigation and Power. 
The other essential step will be to provide various kinds 
of assistance such as training facilities, credit, technical 
advice, tools and machines, etc. in an integrated manner 
to those who set up industries in the rural areas and 
small towns'. This aspect should be borne in mmd in 
implementing schemes for cluster~type training centres 
for groups of villages, provision of credit to rural artisans, 
setting up of common facility workshops and rural indus-
trial estates.· For the better utilisation of resources under 
the Plan, the attempt should be to provide assistance in-
tensively at points where conditions are relatively more 
favourable and to build up in this manner a number of 
successful centres which may serve as models and a~ 
nuclei for more widespread development." 

C. Plan Outlays and Expenditure 
!1(I~7l,i\; .{ 

Wl 2/i:1Underthe First Five Year Plan a provision of Rs. 37.5 crores 
wac; made for both village and small scale industries. The actual 



exp~nditure under th;s head during the Plan period has been indicat-
ed in the Seeond Plan Report as follows: 

Expenditure on Villake and Small Industries in the First Plan 

1951-55 19S5-56 1951-S6 

(Rs. in crores) 
Handloom 6'S 4. 6 n·l· 
Khadi 4'9 3'5 8'4 
Village In:iustries 1'1 3'0 4'1 
Smlll Scale Industries 2'0 3'2 5'2 
Handicrafts. 0'4 0·6 [ '0 
Silk an::!. Sericulture 0·8 O'S 1 '3 
Coir 0'1 0'1 

Total 15'7 15'S 31 '2 
._ .. _------._---- - .. - ._--._----"---." 

27. The Second Five Year Plan provided for an outlay of Rs, 200 
crores on village and small industries. It was stated in the Plan 
that part of the programme for village and small industries would 
be implemented by the Central ministries or by th~ all-India Boards 
functioning under their aegis, while the remammg programmes 
would be implemented by the States on the advice of the Central 
ministries and the Boards. The following allocations represented 
the tentative cost (If the schemes to be implemented Centrally and 
by the States: 

-.-.. -- .. ..----------------
Industry Centre States Total 

(Rs, in crores) 
Handloom 1'5 58'0 59'50 
Khadi & Village Industries 4'0 51 'S 55'50 
Handiqafts, 3'0 6'0 9'00 
Small SCll~ Industries ' 10'0 45'0 55'00 
Set'iculture ' 0'2 4-8 5'00·· 
Coir Spinning and Weaving 0'3 0'7 1'00 
General Schemes 6'0 9'0 15'00 

----
25'0 175-0 200'00 

-It has been stated in the course offactual verification that the "actual 
figure of expenditure as reported by the All-India Handloom Board is Rs. 
9' 69 crores only," 

- -It has been stated at the factual verification sta~e that this provi1jion. 
was shared as - "Bs. l' crores forcenfre schemes· and Rs 4 crorea for 
state schemes". 
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The Committee have been informed that the original allocation 

for khadi and village industries in the Second Plan was exclusive of 
the allocation for the Ambar Charkha Programme which was in an 
experimental stage at the time the Second Plan was finalised. Later, 
when the Ambar Programme waS accepted as part of the Plan, Gov-
ernment allotted Rs. 67.4:) crores for ,khadi and Rs. 16.33 crores for 
village industries in the Second Plan. Thus, the revised allocation 
for khadi and village industries for the Second Plan was Rs. 83.78 
crores. 

28. The Third Plan proposed a total outlay of Rs. 264 crores for 
programmes of village and small industries. The break-up of this 
outlay between different industries as against the estimated expen-
diture during the Second Plan period is given below: 

Industry 

Handloom Industry 

Powerloom in the hand loom 
Sector 

Khadi-tcaditional 
amber 
Village Industries 

Sericulture 

Coir Industry 

Handicrafts 

Small Scale Industries 

Industrial Estates' 

Total 

Second 
Plan 

{estimat-
'ed 

expendi-
ture 

29'7 

2'0 

82 '4*' 

3'1 

2'0 

4,8 

44'4 

11'6 

180'0 

Third 

States 
and 

Union 
Territo-

ries 

31 '0 

3'4 

5,5 

2'4 

6, 1 

6.2'6 

30'2 

141 '2 

(Rs, in crores) 

Plan Outlays 

Centre Total 

3'0 34'0 

4'0 4'0 

37'0 
32 '0 92 '4 
20'0 

1,5 7'0 

0,8 3'2 

2'5 8'6 

22'0 84'6 

30 '2 

122'8 264'° '. 

·Note:-It has been stated that the Khadi and Virag elndustries Commis-
sion actually disbW'Sed Rs, 83:69 croresfor Khadi and Village lnduatries dur-
ing the Second Plan period, 
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In addition to the outlay indicated. above, there was a provision of 

about Rs. 20 crores made· fO{" the development of these industries in 
the programmes of community development. Some provisions for 
the purpose were also made in the programmes for the rehabilitation 
of displaed persons, social welfare and welfare of backward classes. 
Further, about Rs. 275 crores were expected to be invested from pri-
vate sources including banking institutions. . 

29. Details regarding the estimated expenditure on khadi and 
village industries, handloom, sericUilture, coir and handicrafts, during 
the Third Plan period, are given in Appendix I which reproduces a 
statement placed on 'thE." Table of the Lok Sabha on the 25th March, 
1966.· I· 

'f 

It is. seen that, with the exception of khadi and village industries 
the estimated expenditure falls short of the provisions made in the 
Third Plan. In the case of khadi and village industries the expen-
diture (including Departmental receipts) is expected to amount to 
Rs. ~~.4 crores, as against the Plan provi!lion of Rs. 92.4 crores. The 
original Plan outlays and the estimated expenditure in the case of 
the other industries are indicated below: 

(Rs. in crores) 

N arne of Industry Third Estimat- Shortfall 
Plan ed 
Outlay Expendi-

ture 

Handloom 34'00 24'S7 9'43 
Sericulture 7'00 4'39 2·61 

Coir 3'20 1 ·65 1'55 
Handicrafts 8·60 5'1) 3·47 

30. Attention may be drawn here to the reasons assigned by the 
Government for the above shortfalls. These are: 

FOT Handloom 

0) halting progress of the cooperative movement in the hand-
loom industry. 

(ti) cut imposed by various States due to national Emergency 
aince 1962. 



(iii) the recent Indo-Pakistan conflict. 

(iv) slow adoption of improved appliances and equipment. 

(v) lack of appreciation of export potential of ourhandloom 
goods abroad. 

For Sericulture 

(i) the delay in the execution of construction programmes by 
the State P.W.D. 

(ii) Emergency declared duringtQe second year of the Third 
Plan and the consequent severe cuts imposed by the State 
Governments on sericultural development programmes. 

(iii) inadequacy of .the implementing machinery of sericultural 
departments to cope with the additional work incidental 
to development activities. 

For eDir 

Largely due to inadequate resources of various State Gov-
ernments. 

For Handicrafts 

(j) economy necessitated by national Emergency. 

(li) scarcity of suitable technical personnel. 

(iii)- non-availability of raw materials. 

It may also be mentioned here that the total expenditure on the 
small scale industries programme (including industrial estates) dur-
ing the Third Five Year Plan is expected to be Rs. 90.15 crores 
against the Plan outlay of Rs. 114.80 crores.· It has been stated by 
the MIniStry of Industry that the shortfall in this sphere was "the 
result of deliberate policy and in accordance with the needs of the 
time." Explaining the position, the representative of Ministry has 
stated during evidence that soon after the Chinese aggression to-
wards the end of 1962 "there was a definite decision taken that in 
respect of all those items (i.e. the various programmes for the deve-
lopment of small scale industries) there should be a slowing down 
of tempo and we had to tell the State Governments to reduce the 
allotments to some extent." 

The Committee note that while the financial outlays, .... nvisaged in 
the Third Five Year Plan, have been fully achieved in the case of 
khadi and village industries, the expenditure on the other industries 



in the decentralised sector, viz., handloom, sericulture, coir, handi-
crafts and small scale industries, is likely to fall considerably shod 
of the Plan targets. They also note that these shortfalls are gene-
raUy attributed to the national emergency. The Committee are un-
able to appreciate why the cuts necessitated by the emergency 
should hit some industries and not others. The Committee are not 
quite convinced with the plea of emergency for justifying such 
heavy cuts (of about 30 per cent) on the programmes for the deve-
lopment of rural industries. The Committee are constrained to ob-
serve that there is a tendency to attribute every deficiency in the 
implementation of the programmes to the national emergeacy. This 
apprehension isfnrther conftrmed by the fact that while the general 
ilUltruction was to impose a cut of 10 per cent in the overall expen-
diture of the Government, the weakest sector of the economy in-
tended to give benefit to the weakest section of the people should 
be subjected to 30 per cent or even higher cuts. In this connection, 
the Committee can not help stressing that this sector of industries 
is a labour intensive and very quick yielding sector not requiring 
any long gestation period, and as such any cut on this sector should 
have been imposed with the greatest ca~tion. 

The Committee would like the Government to ascertain the actual 
l'easons for the shortfalls in expenditure during the Third PIau 
period in respect of the handloom, sericulture, coir and handicrafts 
industries; assess the precise effects of the shortfalls on the develop-
ment of each industry; and take suitable measures during the Fourth 
PIan period to make up the deficiencies suffered by these industries 
as a result of the earlier cuts in the developmental expenditure. 

The Committee would also like to urge the· need for eftective 
Central guidance amI ~oordination between the concerned agencies 
at the Centre and in the States 'ito ensUire that the development of 
the various btdustries which t~ether constitute the 'village and 
~mal1 industries' group pro~eeds uniformly in all the States in ~­
cordance . With the targets and prOgrammes envisaged in the Five 
Year Plans. 

D. Review of Pro((l'ess 

(I) KHAn! AND VILLAGE INDusTRIES 

31. It has been stated that during the First Five Year Plan period 
the value of kh;1di iricreased from Rs. 1.3 crores in 1950-51 to Rs. 5.55 
cr"ore.s "in· 1955-56 when its total production· stood at 29 mi"llion yards. 
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During the Second Plan pertod a programme for the manutacture 

and distribution of Ambar Charkhas on a large scale was under-
taken by the Khadi and Village Industries Commission. At the end 
of the Second Plan period, in 1960-61, the production of traditional 
khadi (cotton, silk and woollen) stood at 30.1 million yards. It has 
been estimated that in 1960-61 traditional khadi provided em:ploy-
ment, mostly part-time, to nearly 11 lakh additional spinners, be-
sides whole-time employment to about 1.4 lakh weavers, carpenters 
etc. Production of Ambar khadi (produced from admixture of Ambar 
yarn and ordinary Charkha yarn) increased from 1.9 million yards 
in 1956-57 to about 26 million yards in 1960-61. Mostly part time em-
ployment was provided by this programme to about 3 lakh spinners, 
besides full-time employment to about 51,000 weavers and others. 
The village industries programme in the Second Plan provided par-
tial relief to. about 5 lakhs of artisans and under-employed women 
workers in villages. 

32. The Third Five Year Plan noted that the expectations in re-
gard to the Ambar Charkha, which had been introduced during the 
Second Plan period, were not entirely fulfilled. It was mentioned 
that because of certain initial difficulties-tlieAmbar Charkhas were 
not all upto the mark and arrangements for servicing could not be 
organised to the extent required-the Ambar Charkhas were worked 
on an average for about two hours in !a day for about 200 days in a 
year and the average prodUction was only 1.8 hanks per day. The 
results thus fell considerably short of the earlier assumption that 
the Ambar Charkha could be plied for 8 hoUTS' in a day for 300 work-
ing days in a year and produce 8 hanks per day. Even so, the earn-
ings of spinners who took to the Ambar Charkha showed an im:pro-
vement over those of traditional spinners, the average annual earn-
ings being about Rs. 52* for Ambar as against Rs. 35 for the tradi-
Charkha. 

The Third Plan also mentioned that the increase production of 
khadi, both traditional and Ambar, had resulted in the accumulation 
of large stocks in the last two years 0' the :Second Plan period. To 
avoid such situations it was suggested that the programme of khadi 
in the Third Plan would aim at gradual reduction of dependence on 
urban markets and correspondingly greater :production for local use 
Emphasis would also be placed on improving the techniques of spin-
ning and weatring so as to raise the output and earnings and produce 
better quality of khadi. It was stated that while the traditional 

, charkha would continue to :play a definite role, greater efforts would 
----'---~-- --~-----, 
- ·This was' the figure given in the Third Plan repOrt. Th.e average an-

nual income from Amba Charkha is nOw said to be Rs. 95 (See para 34). 
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be made to popularise the Ambar Charkha and increase the pro-
ductivity. 

'33. The year-wise details of production and employment oppor-
tunity created in the sphere of khadi and village industries during the 
first three years of the Third Five Year Plan are given below: 

Year Product- Employ-
ion ment 

(Rs. (In 
crores) lakhs) 

Khadi 1961-62 16'91 17'46 
1962-63 21 '22 ,17'98 
1963-64 '22'34 18'60 

Village Industries 1961~ - 37'77 5'90 
1962-63 39'99 7'36 
1963-64 43'23 7'21 

In terms of quantity. the production of khadi in 1963-64 was 
72.59 million metres. 

It has been stated that of the 18.60. lakh persons employed in 
khadi in 1963-64, 16.25"'lakh were part-time and 2.35 lakh full time. 
The total amount of wages earned by the various artisans employed 
in khadi was Rs. 13.85 crores !in 1963-64. 

The employment provided under the various village industries is, 
by and large, seasonal and part-time. In reply to a question the 
Khadiand Village Industries Commission has informed the Com-
mittee that "for the various village industries, the wages vary from 
one activity to another. It is not possible to indicate the total 
amount of wages earned by the artisans in different industries." 

34. The Khadi & Village Industries Commission has admitted 
that the progress of the Ambar khadi production has not kept pace 
with the expected level owing to a number of difficulties in renovat-
ing the Ambar Charkhas distributed to individual households and 
in remote parts of the country. As against the target of renovating 
2 lakh Ambar Charkhas by the end of the third year of the Third 
Five Year Plan, only about 70.,0.0.0. Charkhas could be renovated. The 
total value of Ambar khadi produced in 1963-64 is stated to be Rs. 5.75 
crores. ~~~ 

It has been stated that of the 3,99,374 Ambar Charkhas manu-
factured till the .endof March 1965, about 2,10.,0.0.0. were in actual 
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operation. About 30,000 such Charkhas were estimated to be either 
lost or under complete disrepair, while about 50,000 were with 
training institutions. As regards the utilisation of the Ambar 
Charkhas which are in operation, it has been stated, that "If for 
purpose of utilisation a norm of 4 liours of working on an average 
per day for about 100 days in a year is fixed, it is estimated that 
about 70 to 80 thousand Charkhas do not satisfy this norm." 

As regards the average output and earning from the Ambar 
Charkha the Chairman of the Khadi and Village Industries Commis-
sion has observed in a note furnished to the Committee: 

"As compared with an avera'ge daily production of 2 hanks on 
the traditional charkha for 8 hours of work, the produc-
tion on Ambar Charkha for the' same input is 4 to 6 hanks. 
Thus production of yarn on theambar charkha has been 
stepped up by about 200 to 300 per cent as compared with 
the traditional charkha. 

Wherever ambar charkhas have been worked by the spinners 
who are generally women who have other social, religious 
and domestic obligations to attend to, the period of work 
during agricultural off-season has tended to increase to 
about 6-8 hours a day and during the agricultural season 
to less than 2 hours. On an average about 800 hours are 
put in a year on the Charkha and the wages paid come to 
about Rs. 95 per charkha. 

It may also be noted that about 25 to 30 per cent of the 
charkhas working are operated by more than one membel' 
of the family. 

The income of Rs. 95 per year on the ambar charkha compares 
favourably with an average earning of about Rs. 35 a year 
on the traditional charkha." . 

The Committee have been informed that the total expenditure· on 
the Ambar Charkha programme from 1956-57 to 1~5 is Rs. 16.l!'i 
crores of whieh Rs. 4.16 crores is for purposes of investment on 
charkhas and other accessories, godawns, worksheds etc. and the 
balance is on training, working capital and other schemes. 

35. The Khadi & Village lDdust.ciesCommission has recently 
evolved a new charkha known as the new model charkha which is 
said to be a marked improvement over the pr~sent eharkha. The 
COmmission has also undertaken a programtIl€ for rellovation of 
charkhas which consists of (a) conversion of four spindle charkhas 
248(Aii) L.S.-3. 
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into six spindle charkhas and (b) remodelling of old model charkhas 
by incorporating in them the latest imlovations and improvements, 
e.g. introduction of gear wheels, calender belnis, ball bearings etc. 
Upto April, 1965,21,896 charkhas were converted into six spindle 
models and 58,910 charkhas· were remodelled bringing the total 
number of charkhas renovated to 80,806. 

A unit set of the new model charkha consists of one carding 
machine, two drawing frames, two :flyer belnis and ten charkhas. It 
is claimed that a spinner operating this charkha can produce 20 
hanks in a day of 8· hours work as against 4-6 hanks on the existing 
ambar charkha. Results of latest trials have indicated that the pro-
ductivity has gone even upto 25 hanks per charkha per day. Although 
the charkha can also be worked by using power, it is proposed to 
ply the charkha by using only manual power. It has been stated 
during evidence that the average annual income of a person engaged 
in the new model charkha would be about Rs. 225. 

The new model charkha is still in the field trial stage. It has 
been stated that the Khadi & Village Industries Commission propose 
to distribute 2,20,000 new model charkhas during the Fourth Five 
Year Plan period. 

The Committee have been informed that the Khadi & Village 
Industries Commission ''has no objection to the use of power in the 
various processes and equipment used in the industries coming 
within its purview provided that the application of electric power 
does not displace labour and lead to their exploitation." 

The Committee feel that considering the high expenditure on the 
Khadi and Village Industries programme, the benefits accruing 
through this programme in terms of production and employment 
have not been very impressive. They consider it essential that the 
programme should not be too heavily depende;nt on Government 
grants and subsidies. In this connection the Committee would also 
like to invite attention to the observations made by the Public 
Accounts Committee in Chaptelr I of their 49th report on Khadi and 
Village Industries Commission. They would like to urge the Govern-
ment to modify and revitalize the programme jn the light of the 
detailed findings and suggestions made by the Evaluation Commit-
tee on the Intensive Area Scheme (1964) and th.:! Foudh Plan 
Working Group on Khadi and ViIlage Industries. 

As regards the working of the Ambar Charkha programme, the 
Committee would like to refer to the observations made by the 
Public Accounts Committee in para 5.100 of their 49th report. In the 
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light of the unhappy experience of the Ambar Charkha programme, 
the Committee suggest that the Khadi & Village Industries Com-
mission should proceed dlutiously in introducing its new model 
charkha. They feel that it would not be proper to launch a massive 
drive for introduction of the neIW charkha in the villages without 
makin~ sure of its efficiency and making adequate arrangements for 
imparting' training' in the new device as well as for its servicing. 

The Committee would also like the Commission to arrange field 
trials for the new spinning machine and improved looms that have 
been recently developed by the Rehabilitation Industries Corpora-
tion, Calcutta. If the. machine is found useful, arrngements may be 
made for its manufacture and distribution in rural areas. 

(II) HANDLOOM INDUSTRY 

36. The Committee have been informed that figures of actual 
production in the handloom industry are not availahle. The table 
below gives the estimates of production: 

Year Production in millior: yards 

1541 

2591 (inclusive of production in the power-
100m sector) 

3350 (inclusive of production in the power-
loom sem:or and based on the 
figures for the first six months 
of 1965) 

It has been stated by the Ministry that since 1960, only combined 
estimates of production by the handloom and powerloom industries 
are available. However, the Powerloom Enquiry Committee esti-
mated that in 1963, out of a total production of 3150 million yards 
by the powerloom and handloom industry, the latter accounted for 
between 2'000 and 2150 million yards. 

As regards employment and earnings in the handloom industry, 
the difficulties of providing precise data have been explained by the 
Ministry as follows: 

"By the very nature of the handloom industry, where pro-
duction is carried on, on a decentralised basis in households .. , 
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it is diftlcult to obtain precise statis~ics on the various 
characteristics. The position is even more complicated in 
regard to data on the employment and earnings because of 
the fact that, being a household industry, there is no rigour 
of discipline in regard to hours of work and output. Also 
the weaver is assisted in the production processes by the 
members of the household who contribute their labour 
according to the circumstances in each family. Also, there 
is no rigid specialisation of work and many workers enjoy 
multiple activitY-1>tatus. For these reasons. it is difficult 
to measure precisely the employment and earnings posi-
tion in the handloom industry. Another characteristic of 
the handloom industry which needs to be kept in mind is 
the fact that the problem in the handloom industry is not 
one so much of unemployment as of under-employment. 
'nle workers in the industry are reported to be not receiv-
ing employment for the same number of days every month 
and also the same number of hours every day. In this 
co~text, only certain broad estimates regarding the em-
ployment and earnings position are possible and these 
have been constructed with the help of data collected in 
the course of different surveys of the handloom industry." 

37. However, . expressing the labour of the weaver in terms of 
full employment, the following estimates have been given of the 
number of whole-time and part-time workers in the handloom 
industry: 

(Figures in lakhs) 

Whole- Part- Total 
Year time time 

~orkers vvorkers 

1956 10 15 25 

13 17 

1965 15 20 35 
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38. The Working Group for Handloom Industry (1959) had 

observed that. "there has been a uniform rise in the earnings of the 
weavers". It has been claimed that "the trend in regard to earnings 
is being continued in the Third Plan". The average earnings of a 
weaver at present is stated to be between Rls. 50 to Rs. 60 per month. 

It has been stated during official evidence that "improved looms 
and appliances and new designs which cater to the export market 
as well as to the internal market have been introduced. The Hand-
loom Board, through the good offices of the Textile Commissioner. 
has been supplying to the handlooms yarn, dyes, chemicals, artsilk 
and other raw materials required for the handlOom industry." The 
Committee have also been informed that Handloom Board has set 
up Weaver's Service Centres at Bombay, Madras, Delhi, Calcutta. 
Indore and Varanasi and a sub-centre at Kancheepuram. In addi-
tion the Board has set up two iustitutes of Handloom Technology at 
Varanasi and Salem. The functions of the Weaver's Service Centres 
and Institutes primar:!.1y are: 

(i) to conduct experiments and research in the production of 
new and quality fabrics, 

(if) to help intensive development of handlootn industry in the 
States, 

(iii) to impart training to weavers both on short term basis and 
also for a diploma in Handloom Technology, 

(iv) to evo.lve new designs on paper and on looms and to pro-
duce samples of new textures, finishes etc. both for export 
and for internal marketing, and 

(v) to help weavers to weave the new designs evolved On 
commercial basis. 

39. The Second Working Group on Handloom (1959) has com-
mended the work done by the Weavers' Service Centres and has 
recommended that in every State there should be set up one main 
unit of the Weavers' Service Centre in the Fourth Plan period. The 
Working Group has also recommended establishing of sub-units of 
the main centres in places where there is concentration of 
handlooms. 

. Dealing with the measures taken to improve the economic posi .. 
bon of the handloom weavers and to increase production in the 
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industry, the representative of the Ministry has stated during 
eVidence that "powerlooms are being introduced in the handloom 
sector itself ... in the cooperative sector of the handlooms '" to 
increase the earning capacity of the handloom weaver and also to 
increase production." 

He has further added that to prevent the exploitation of the 
handloom weaver by the capitalists, "The Handloom Board has been 
charged with the duty of developing the handloom industry on co-
operative lines to the extent possible. There has been a good deal 
of progress of the cooperative sector. It accounts for nearly 14 lakh 
looms Qut of the total commercially registered looms numbering 25 
lakhs. We hope that this number will increase." 

The Committee are happy to note the steady progress that has 
been made by the handloom industry both\ in regard to production 
and provision of expanding opportunities of employment in the rural 
areas. They attach great importance. to the development of this 
industry which is the biggest employer in the country after agri-
culture. 

The Committee feel that there is considerable scope for inlprov-
ing both quality and productivity in the handloom industry through 
the use of better techniques, improved looms and appliances and new 
designs. They would like the Government to intensify their eftorts 
in this direction. In particular, they would suggest the setting up of 
Weavers' Service Centres in each State which does not have such a 
centre at present. Sub· units of the main centres should also be 
established in places where there is a concentration of handlooms. 

The Committee regret to note that quite often a poorhandloom 
weaver is a victim of exploitation by a rich and clever middleman 
who supplies yam, arranges sizing, calendering, dyeing and even 
sales for the weaver who in such a case becomes more or less a 
wage earner. The Committee feel that the Government should draw 
a phased programme to enable the weaver to enjoy the fruits of his 
own labour and to function as a really self-employed man. For this 
the Committee suggest the Government to take effective interest 
in arranging all these facilities extensively. 

Efforts should also be made to step up the exports of handlooms 
through extensive' publicity as also by offering suitable incentives 
to the exporting agencies. 
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(III) SERlCULTURE 

40. It has been stated that the Central Silk Board set up under an 
Act of the Parliament in 1949, is solely responsible for the develop-
roem of silk industry on an all-India basis, coordinating the activities 
of the sericultural States and advising the Central Government on 
all matters relating to imports and exports of silk products. As 
defined in Section 8 of the Central Silk Board Act, it W?-dertakes, 
assists and encourages scientific, technological and economic research, 
devices means for improved methods of mulberry cultivation, silk-
worm rearing and production of examined sIlkworm seed and under-
takes such measures as are considered necessary for improving the 
quality and production of raw silk. Under the Act, it is also autho-
rised to improve the marketing of raw silk. 

The progress in the production of raw silk (mulberry and non-
mulberry) is indicated in the following table: 

Mulberry Raw Silk 

Non-Mulberry Raw Silk 

TOTAL . 

(Figures in Kg.) 

10,36>481' . 12,6.4,480 . 14,66,313 
3,36,539 • 3,91,917 • 4,77,u7 

41. Silk weaving is practised mainly on handlooms. It has been 
stated that there are at present over 1.2 lakhs of handlooms engaged 
in pure silk weaving. The value of annual silk production is esti-
mated at over Rs. 16 crores; the annual foreign exchange earnings 
from exports of silk goods and silk wastes are said to be of the order 
of Rs. 2.6 crores. 

The number of persons employed in the various sectors or stages 
of the silk industry and their average per capita income are shown 
in Appendix II. It is seen that the total employment in the industry 
has increased from 27,97,164 in 1956 and 29,22,400 in 1961 to 31,93,200 
in 1964. The per capita income has also increased. Thus, the per 
capita income in 'mulberry cultivation and silkworm rearing', which 
constitutes the largest sector emplOYing 23,50,800 persons in 1964, has 
risen from Rs. 28.95 in 1956 and Rs. 41.72 in 1961 to Rs. 55.35 in 1964. 
Similarly, the per caipta income in 'silk reeling and spinning', 
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providing employment to 3,17,100 persons in 1964, has increased from 
Rs. 33.22 in 1956 and 47.87 in 1961 to Rs. 65.65 in 1964. 

It may be mentioned that sericulture mainly provides part-time 
employment. Being su1E.~ry to agjrioul1ure, sericulture invites 
participation of the entire household of agriculturists. At the time 
of the drafting of the Third Five Year Plan it was estimated, on 
the basis of the data available, that the silk industry provided part-
time employment to about 2.7 lakh persons and full-time employ-
ment to about 35,000 persons. 

The Third Plan pointed out that "the high cost of production 
continued to be the main problem of the industry largely due to the 
low yield of mulberry per acre, low yield of cocoons, etc." 

42. The efforts made so far in the direction of improving the 
techniques of silk production have been described at some length in 
a note submitted by the Ministry. The more notable of these efforts 
are indicated below: 

(i) Mulberry cultivation 

Mulberry which is cultivated as a bush regularly On the lands 
in the major States of Mysore and West Bengal has been 
progressively receiving attention in the matter of its culti-
vation with a view to improve its quality and productivity. 
The Research Institutes have recently undertaken studies 
on the different methods of cultivation in vogue in various 
States. Traditional methods of cultivation have been sub-
stituted by advanced techniques and existing uneconomic 

. varieties of mulberry are being replaced. These activi-
ties are, however, time consuming and the effect so far has 
tended to be marginal only. These efforts would be am-
plified during the Fourth Plan. I 

(ii) Silkworm Rearing 

In the methods of silkworm rearing the system of collective 
rearing of young silkworms is progressively on the increase. 
This system. confers on the rearers the benefits of improve-
ments in quality and increase in the quantity of cocoons. 
Further, it has the distinct advantage of saving consider-
able labour for the rearers. As a result of the plan efforts, 
the number of chowki units in the States had increased 
from 25 at the end of the Second Plan period i.e. in 1960 to 
250 in 1964. 
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(iii) Introduction of Cottage Basins 

In mulberry silk reeling, the bulk of the production of raw 
silk in India has been on the out-moded charkas only al-
though there have been different systems of reeling. As 
a result of planned efforts, there has been increased use of 
improved appliances like the cottage basin during the 
Second and Third Plan periods. Its silk is almost com-
parable in quality to filature silk. The total production 
of this quality of silk in 1958 was 0.62 lakhs of kgs. or 
5.4 per cent of the total production of 11.40 lakhs of kgs. 
The figures rose to 1.42 lakhs or 12.3 per cent in 1960 and 
in 1964 the- production was 3.92 lakhs or 26.8 per cent of 
the total output. The increase during the first four years 
of the Third Five Year Plan was as high as 2·75 per cent. 
The number of basins rose from 2,587 to 5,587 Or by 3000 
basins. 

(iv) Tasar and Muga reeling 

- In the non-mulberry States of Bihar, Madhya Pradesh and 
Orissa reeling of tasar cocoons has largely been on the 
traditional 'natwa'. As the quality of silk is not satisfac-
tory and the output per natwa is also not quite attractive, 
the Board undertook a series of trials in 1962 to assess the 
merits of the various reeling contraptions available in the 
country and to designate the best among them for adop-
tion on an all-India basis. As a result (If these trials, a 
4 spindle reeling and twisting machine fabricated by Mis. 
Trivedi Industries, Patna has been recommended to the 
State Governments for general adoption. At prpsent there 
are about 776 of these machines as against 250 In 1962. 

The Committee note that little progress has been made so far in 
improving the quality and productivity of mulberry. They urge that 
this aspect should receive greater attention and efforts should be 
made to extend the area of eultivation under mulberry. 

The Committee feel that efforts to improve the techniques of pro-
duction in the silk industry need to be considerably augmented and 
inteasified so that it may be possible to bring down the costs of pro-
duction through increased productivity. The Committee need hard-
ly stress that if the silk industry is to successfully meet the growing 
competition of synthetic fibres, no et;forts should be spared to organise 
it on scientific lines. 



The Committee also feel that sufficient attention has not been paid 
so far to the designing of improved appliances and machines that 
could have brought about an ·improvement in the productivity of the_ 
artisans engaged in the silk industry as well as in the quality of their 
products. The Committee urge that this deficiency should be removed 
and suitable arrangements made for the manufacture of improved 
appliances and machines for silk production and for the demonstra-
tion of such machines and appliances in rural areas. Arrangements 
should also be made for the supply of these machines and appliances 
to rural artisans on reasonable and easy terms. 

(IV) HANDICRAFTS 

43. The Committee are informed that the All India Handicrafts 
Board is concerned with the development of about 40 different crafts. 
It has been stated that specific measures of development have been 
adopted for a number of these crafts including carpets, art metal-
ware, hand-printing, ivory, zari, wood work, papier machie lacquer-
ware, cane and bamboo and allied crafts dolls and toys, pottery and 
jewellery. For these crafts the Board is aSsisted by special craft 
committees composed of representatives of craftsmen, manufac-
turers, dealers, exporters and State Governments. 

During the Second Five Year Plan period, the Handicrafts Board 
set Ul? four Re'gional Design Centres at Bangalore, Bombay, Calcutta 
and Delhi. These centres have concentrated on design development 
in selected crafts as under: 

--------------------

Name of the Centre Main craft 

Barigalore . Wood 

Bombay Copper 

Calcutta Pottery 

Delhi Metalwares 

Subsidiary crafts 

I. Tanjore metal works 
2. Ivory 
3. Stone carving 
4. Bell metal 
5. Tanjore wood work. 
I. Lacquer work 
2. Terracotta 
3. Textile hand-printing 
4. Papier machie. 
I. Tribal 
2. Textile 
3. Horn, 
4. Cane 

metalwares 
hand-printing 

Ivory & conchshell 
work and' baskets. 

1. Wood work 
2. Stone work 
3. Ivory inlay. 
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It has been stated that a Central Handicrafts DevelOplIlent Centre 

has been established with the object of studying the tools and tech-
niques employed in different handicrafts and evolving suitable im-
provements. Common facility centres are also stated to have been 
set up at some places for certain crafts. 

The Committee have· been informed that there was an increase 
in' internal sales as well as exports of handicrafts during the Second 
Plan period. It has been stated that annual sales from the Handi-
crafts emporia and sales depots increased from about Rs. 1 crore at 
the end of the First Plan to about Rs. 2.5 crores in 1959-60. Further, 
handicrafts including carpets worth over Rs. 6 crores* per annum 
were exported .during the last three years of the Second Plan period. 

It was stated in the Third Five Year Plan that, "for undertaking 
surveys and providing for training and experimentation, it is pro-
posed 'to' develop craft institutes for carpets, hand-printing, bamboo 
and cane work, metalware, embroidery and various crafts." The 
Plan noted the increase in the number of handicraft cooperatives, 
from about 1,000 in 1957-58 to nearly 1,600 in 1960-61. It suggested 
that the development of handicrafts cooperatives should be encourag-
ed and that the Handicrafts emporia could do much to facilitate the 
development of such cooperatives by providing orders, technical ad-
vice and raw materials and credit and other facilities. 

The Committee have not been furnished any precise information 
regarding the existing level of employment and production in the 
handicrafts sector. In r~ply to a question the Ministry have stated 
that comprehensive statistics regarding the number of persons em-
ployed, etc. are. not maintained by the concerned All India Boards / 
Co~ission"in view of their limited resources of money and men." 

The Committee have also been informed that the proposal to set 
- up craft institutes, to which a reference was made in the Third 

Plan, has not been implemented so far "in view of the present need 
of economy". 

The Committee feel that the absence of basic data regarding em-
ployment, production, etc. in the handicrafts sector is a major lacuna 
the removal of which Is a necessary. pre-condition for any meaning 
fulplanning for the development of handicrafts. . 

The Committee consider that there is considerable scope for the 
expansion of exports in handicrafts, specially by ensuring quality 
control, provision of raw materials (particularly imported ones), 

*This is the figure given in the Third Plan Report. However, it has 
been stated as the factual verification stage that this figure "should 
be amended to read Rs. 10 crores." 



credit and other services to exporters of handicrafts, securing orders 
from abroad and greater publicity with a view to tile development 
of new markets. They urge that efforts in these directions should 
be intensified. 

The Committee would suggest that thorough review of the work-
ing of the Handicrafts Board may beJundertaken by Government with 
a view to effect organisational improvements. 

(V) Com 

44, The estimated production of coir and coir goods at the end 
of the First Five Year Plan, vi1z, 1955-56 was as follows: 

--------------_._-------- ------
Quanti0 Value 
(tonnes (Rs, in 

lakhs) , 
.---

Coir fibre 1,32,000 10,95'60 

Coir yarn 1,22,000 12,61 '48 

Coir products excluding rope 21,000 3,32'22 

Coir rope 14,000 1,33 '56 

TOTAL 2,39,000 28,22 ,86 

The production of coir and coir goods at the end of the Second Five 
Year Plan was estimated as follows : 

Quantity Value 
(tonnes) (Rs. 

in lakhs) 

Coir fibre 1,52,000 14,35 ,6o 

Coir yarn 142,000 14,33 '35 
Coir products excluding rope 22,000 3,71 '14 

Coir rope 14,500 .1,43- 84 

TOTAL 3,30,500 33,83'93 
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The production of coir and coir goods during 1965-66, the last year of 
th! Third Fiv.! Year Plan, has been estimated as follows : 

Coir fibre 

Coir yarn 

Coir products excluding rope 

Coir rope . 

TOTAL 

Quantity Value 
(in (Rs.) 

tonnes) lakhs) 

1,62,000 19,13 '22 

1>43,000 18>47' 56 

24,500 5,15'48 

15,000 1,92 '90 
-----

3>44,500 44,69' 16 
---.-----.--- "-------

45. A statement showing the State-wise break-up of production 
for 1965 is reprodueed in Appendix III. It is seen that of the total 
production of 3,44,500 tonnes of coir and coir products, valued at 
Rs. 44.69 crores, the share of Kerala alone amounts to 321,306 tonnes 
valued at Rs. 42.26 crores. The remaining production is shared by 
Maharashtra, Orissa, West Bengal, Mysore, Madras and Laceadive 
and Amindivi Islands. 

Asked in the course of evidence as to why the coir industry is 
mostly concentrated in Kerala and why it has not bp.en extended to 
other States where it can be established, the representative of the 
Coir Board has stated: 

"Recently some central schemes were operated by the Coir 
Board, like matters connected with export promotion or 
setting up of research institutes or market studies abroad. 
But so far as development in each State is concerned, that 
is primarily the responsibility of the State Government." 

However, in reply to another question the representative of the 
Board has conceded that under the statute the Coir Board is not 
debarred from taking suitable measures for developing the coir in-
dustry in the other States. Explaining the position further, he has 
stated: 

"In coir industry there are two directions in which we can 
usefully develop the industry. One is by adopting the 
process of retting the fibre and then USing the rettecl fillrE~ 
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for production of yarn. This is the' line .in which 'Kel'ala 
has specialised. In other States there is no provision for 
retting. There is no enthusiam for retting- and the people 
will not take it up because it is a dirty job. In Kerala 
about 8 annas or 10 annas is all that a labourer gets for 
working throughout the day. In other States they have 
told us that nobody is willing to work on that wage. , .. 
This particular job does not attract people at all. People 
have tried and there is no response. But it is possible to 
develop the decorticated or mechanised extraction of fibre 
which is being done in Ceylon. We are trying to see 
whether in States other than Kerala like Madras, MYBore, 
Orissa, etc. this mechanised extraction could be encourag-
ed. There is a good deal of response now. 

We are trying now to introduce these machines through which 
fibre Can be extracted. Recently, the Coir Board sent a 
delegation to Ceylon to study the conditions at first hand. 
They have submitted a report. More and more of th2se 
machines will now be fabricated ,and will be made avail-
able to the States, That is the programme of the Coir 
Board." 

The Committee have been informed that the total employment in 
the coil' industry for both the· spinning sector and manufacturing 
sector together, iricluding household labour and hired workers, at 
the end of each Five Year Plan period, might be estimated as under: 

End of tirst Five Year Plan 4.5 lakhs 
End of Second Five Year Plan 
End of Third Five Year Plan 

5.2 lakhs 
5.6 lakhs 

The Ministry have stated in this connecti.on that the raw 
. materials for production of coir yarn, via. coconut husks, are avail-
able in plenty and also "there is SO much excess capacity C)f plant 
and equipment that it is possible to double the output without addi-
tional plant and machinery." Thus "the potential for employment 
in both the sectors (spinning and manufacturing) of the industry is 
very large, provided the demand for coir and coirproducts is sus-
tained." . 

As regards earnings in the coir industry, the Ministry have stated 
that both in the manufacturing and spinning sectors of the industry 
a -sizeable number of persons are engaged as self~e1nployed workers 
and many of these self-employed workers do not work fDr a stipulat-
ed number· of hours every day. However, assuming full employ-
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ment, the earnings, during 1965, for important categories of labour 
in the coir industry have been estimated. as under: 

(a) Manufacturing sector 

---_._-----

Average 
daily 

earnings' 

Average 
monthly 

earnings 
----------------

I. Mats weaving . 

2. Matting weaving 

3. Carpet weaving 

(b) Spinning Se6tor 

I. Extraction of fibre 

2. Spinning of yarn' 

3. Rotating the wheel (mostly done by 
children 

Rs. Ps. 

2 

2 

3 

94 

88 

50 

Rs. Ps. 

75'00 

91'00 

1 '00 

The Committee regret to note that no serious effort has been 
made to develop the coir industry in States like Madras, Maha-
rashtra, Mysore, Orissa and West &ngal where rural unemployment 
is rather heavy and the avaiIa6ility of the requisite raw material 
in ample measure would appear to indicate good potentiality for 
the growth of this industry. They hope Government would soon 
make up this import lacuna in their coir development programme. 

The Committee note that the present method of coir extraction 
is rather crude and tends to repel people to take to that profession. 
The Committee therefore suggest that vigor~us efforts should be 
made to manufacture within the country and popularise simple and 
cheap machines for the mechanised extraction of coir fibre so that 
workers engaged in the coir industry may be able to earn more and 
a larger number of people in the various States may be attracted 
towards the industry. 

The Committee would also like the Government to intensify 
lneasures for stepping up the export of coir and coir products. 



(vi) SMALL SCALE INDUSTRIES 

46. The development of small scale industries is, broadly speaking, 
the concern of the Central Small Industries Organisation which 
looks after the implementation of the policies formulated by the 
Small Scale Industries Board. 

The Industrial Policy Resolution of 30th April, 1956, laid particu-
lar emphasis on the development of small scale industries in the 
under-developed areas and districts. The Karve Committe~ CO:l-

sidered the decentralised pattern of economy as the main premise 
Qf their whole approach to the question of development of small and 
cottage industries during the Second Five Year Plan. They envisag-
ed a pattern of industrial activity with "a group of villages having 
its natural industrial and urban centre. These small urban centres 
will be similarly related to bigger ones. Thus a pyramid of indus-
try broad-based. on a progressive rural economy will be built up". 
The Committee visualised the growth of small industrial units, along 
with the necessary services, among the big villages or small towns 
located all over the country. 

47. The Estimates CommittEe (Secortd Lok Sabha) had, in their 
77th Report, made the following observations and suggestions on the 
question of the dispersal of small scale industries to rural areas: 

"The Committee feel that beyond enunciating the principle of 
decentralised pattern of economy little else has b€'cn done 
to translate it into practice. Though it is one of the three 
basic objectives of the Plan programme there has been 
no conscious effort to fulfil the objective. The Committee 
appreciate that there are difficulties in the way of achiev-
ing that Objective but they think that special efforts ara 
required to be taken becauEe of their existence. They, 
therefore, recommend that the programme for the deve-
lopment of small scale industries should be made largely 
rural-oriented SO as to concentrate efforts towards develop-
ing industries in the rural areas as distinct from urban 
localities wher€ the efforts have been primarily directed 
so far. 

The pattern of small industries development in the rurel areas 
may be different from that of urban areas since the con-
ditions there are not the same. In this connection, the 
Committee would commend to the Government's consider-
ation the scheme prepared by Dr. M. Visvesvaraya for 
rural industrialisation which has been adopted by Mysore 
Government. " 
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Admitting that not much progress has been made SO far in 
1he development of small scale industries in rural areas, the repre· 
<sentative of the Ministry of Industry has stated during evidence: 

"Khadi Commission, Coir Board, Silk Board, etc. are all func· 
tioning mainly in. the rural areas. More than 90 per cent 
of the beneficiaries of these Boards are in the rural areas. 
By the very nature they are in the rural areas. So faI 
as CSIO is concerned, you cannot say the same thing. & 
a matter of fact, the initial movement or thrust in the 
CSIO was in the urban areas for consideration of facilities 
such as markets, technical assistance, etc. Now this 
movement is spreading from the metropolitan areas to the 
tilling areas in the district. I would not say that it has 
gone to the rural areas. The Planning Commission has 
got rural industries programme.· They have started oft 
with 40 projects. We are still studying the results of this 
experiment. On the basis of that the further programme 
of taking industry to the rural areas will probably be 
adopted. At the moment ail that We can say is that the 
small industrial movement is spreading from predominant. 
ly metropolitan areas to the district level. Beyond that it 
will take time, because essentially you must have all 
infrastructure for that." 

48. The Ministry have further stated in reply to a· question that 
'the C.S.I.O. has "no specific, direct responsibility for implemeIJta. 
tion of the industries programme either in under-devel0ped Statef 
·or in under-developed parts of the States." They have, in fact. 
maintained that the implementation of the programme of small scale 
industries, including rural industrialisation. is the responsibility :;1 
the State Governmen~s. Thus, explaining the reasons for the halt-
ing progress in the development of small scale industries the Minis-
1;ry have stated: 

"The programme of Small Scale Industries includin? rural in· 
dustrialisation is the direct responsibility of the Statt 
Governments. While the need for making rure.l indus 
trialisation a success was recognised by them, represento' 
tives of the State Governments felt that it is a difficult 
field and that there is no easy or quick solution for it. In 
view of the difficulties involved like absen'~e of infra· 
structure facilities, lack of skilled workers and entreprf' 
neurial talent etc. it will take quite a long time ~o achicv(, 

·See Chapter IV post for detai13 regarqing the Rural Industries Projects 
of the Planning Commission. 

:248 (Aii)LS-4. 
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results in this field. Moreover the local situation in the' 
shape of the avaiJable raw material has also to be taken 
into account. Therefore no rigid targets could be set up' 
for· rural industrialisation and subject to genera] policy 
directives the States should be free to work out their pro-
gr~mes to suit their situation." 

However, one of the specific functions of the C.S.I.O. is "to ren-
der all assistance-technical, managerial, economic, etc." in the 
Rural Industries Projects Programme launched by the Planning 
Commission. It has been stated that the C.S.I.O. ic;; assi<;ting the 
Planning Commission in implementing this programme. The C.S.I.O. 
is functioning as technical advisers to the Rural Industries Planning 
Committee of the Planning Commission as also to the Project Offi-
cers. .,.,. 

:, 

The Committee have commented on the working of the Planning 
Commissions Rural Industries Projects Programme and made some 
specific suggestions on the scope and .content of rural industrialisa-
tion in Chapter IV. They would like to record here that although 
the need for development of small scale industries in rural areD 
has been recognised for a long time, there has hardly been any 
visible progress in this direction. The Committee are constrained 
to observe that beyond enunciating the principle of decentralisa-
tion. Government have done little else to translate the luinciple-
into practice. 



IV 
SPECIFIC SCHEMES FOR RURAL INDUSTRIALISATION 

49. Apart from the programmes for the developmpnt f)f the vari-
eus village and small industries there are some specific schEmes for 
accelerating the pace of rural industrialisation in selected areas 
through intensive efforts so that the experience of these are!:'.:; might 
provide guidelines for the promotion of rural indllstriaHsation in 
the rest of the ~untryside. The more important of these schemes 
are: 

(1) Programme for intensive development of villafe and small 
industries in community development blocks. 

(2) Intensive areas scheme of Khadi and. Village Industries 
Commission. 

(3) Rural Industries Projects Programme of the Planning 
Commission. 

(4) Rural Industrial Estates. 

A. Programme in Community Development Blocks 

50. An important point made in the First Five Year Plan was that 
village industries should become the concern of thp village com-
munity functioning as an organised group. In the schematic budget 
for the community development blocks, ever since the inception of 
the programme in the early stages of the First Plan, a provision was 
made for the promotion of rural industries (including village and 
small scale industries). The programme also provided for an Exten-
sion Officer for industries in each community development block. 

During the Second Plan period the Ministry of Communi ty Deve-
lopment launched pilot projects for intensive development of village 
and small scale industries in 26 community project area~ each of 
-vhich generally consisted of three development blocks. 

The Mussoorie Conference on Community Development held in 
1958 recommended a minimum programme of rural industries in 
every block. The minimum programme was reviewed by sabsequent 
conferences and it was felt that it could not be implementP<i for want 
of adequate finance, technical personnel and difficulties in mnrketing. 

The Third Plan stressed that "a comprehensive ,rngramme ot 
rural industrialisation will have to take into account the various 
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aspects of development in each area and it will be necessary to ensure 
that close cooperation of the various institutions and agencies work-
ing at the regional or block level is obtained for preparing local plans 
qr.d implementing them." 

The S'rinagar Conference on Community Development consider-
ed the entire programme of rural industrialisation based on the 
recommendations of the Study Team on Community Dp.velopment 
rndustrial Pilot Projects and recommended an integrated programme 
to be undertaken for the rural areas. The integrated programme 
was to be implemented by pooling together the resources available 
from the Industries Departments, State lGladi & Village Industries 
Boards, schematic budget of community development blocks and 
other agencies responsible for the development of village and small 
seale industries particularly in the rural sector. 

51. The integrated programme under the Community Develop-
ment Blocks is as follows: 

Programme for a Block 

(a) Supply of credit for working capital and share capital 
loans; earmarking a sum of Rs. 30,000 per block to be 
shared equally from the budget of the block and the State 
Aid to Industries Act fund for five years; 

(b) Supply of improved tools and equipment to artisans and 
industrial cooperatives; 

(c) Development of industrial cooperatives for handloom, 
village industries, cottage and small sca,le industries, etc.; 

(d) Training of artisans to improve skill; 

(e) Providing common facility services and worksheds; 

(f) Assisting artisans in marketing their surplus products 
through emporia and sales depots and also through Gov-
ernment purchases, besides promoting local sales; 

(g) Organising seminars for artisans and entrepreneurs with 
a view to demonstrating improved tools, better techniques 
of production, for promoting sales of local industries pro-
ducts, etc.; 

(h) Establishment of Gram Ekais; 

(i) Promoting a minimum of two village industries units. 
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tr.gramme for a group of Blocks 

(a) Common facility-cum-service centre for a group of ten 
blocks; 

(b) One rural industrial estate to be set up for a district or a 
group of 15 blocks; 

(c) One cluster-type training centre to be started for artisans 
for eyery 15 blocks, with a minimum of one per distri'!t, 
to be located in a block. 

It has been stated that the minimum programme to be undertaken 
in every block is drawn up mainly with the village artisans as the 
main focus of development of rural industrialisation. The objective 
is to make him a better artisan and to increase his:t>roductivity. 

The Committee have been informed that in pursuance of the in-
tegrated programme the States of Andhra Pradesh, Madhya Pradesh, 
Maharasthra, Orissa, Punjab, U.P., Bihar, West Bengal, Tripura, 
Himachal Pradesh, Delhi and Andaman & Nicobar Islands have ear-
marked the necessary funds for advancing loans to rural artisans. 
However, certain States like Kerala and Rajasthan have complained 
of :paucity of funds which does not permit them to implement this 
programme while some other States have stated that there is ade-
quate provision in the block budget itself and that this additional 
amount is not considered necessary. 

, The Committee regret to note that even the modest scheme for 
providing credit facilities to rural artisans to the extent of Rs. 30,000 
per community development block has not been implemented in 
many of the States. Considering that the Centre contributes Z/3rd 
of the amount earmarked for purposes of advances under the State 
Aid to Industries Acts, and is also responsible for the coordination 
of the State Aid to Industries sch~e, the Committee feel that the 
Central Government should have ensured. that the credit needs of 
rural artisans did not remain unattended to for want of interest or 
efforts on the part of State Governments. The Committee need 
hardly emphasise that the non-availability of institutional credit in 
the rural areas is one of the greatest difficulties impeding the progress 
of rural industrialisation, as in the absence of institutional credit, 
the rural artisans find it impossible to free themselves from the 
clutches of the usurious village money-lenders and middlemen. 
They would like the Government to devise a camprehensive 
scheme for making institutional credit facilities available to rural 
artisans and take positive measures to enlist the coopeJ'ation of the 
State Governments in this hehalf. The Committee not.e that under 



a scheme of the Reserve Bank loans are made available at com-
paratively lower mtes to agriculturists. They recommend that 
the· feasibility of extending the scheme to cover grant of loans at 
lower rates to rural artisans so as to encourage rural industry may 
be examined. In this connection, the Committee would also like 
to invite thE; 'attention of the Government to the recommendations 
~ontained in para 83 of the:ir 99th Report (Third Lok Sabha) on the 
Ministry of Food, Agriculture, Community Development and 
Cooperation. . 

The Committee have noted in para 81 of their 99th Report 
(Third Lok Sabha) on the Ministry of Food, Agriculture, Com-
munitY'Development and Co-operation that a uniform policy has not 
been followed in various States in regard to setting up of common 
facility centres/rural workshops. Thus, while Mysore has as many 
as 312 such centres/workshops and Andhra has 281, Bihar has only 2 
aud Assam and Mabarashtra only one each. The Committee would 
like to reiterate that the committee of officers which is currently 
evaluating the working of the common facility centres will take note 
of these disparities and suggest suitable remedial measures. 

52. It has been stated that as against the proposal for setting up 
at least one cluster type training centre for rural artisans in each 
district, 200 such centres have been established so far. The State-wise 
break-up of these centres is as follows:.:=-

Name or State 

--_._----_ .. _._--.. _-----
. I 2 

No. of 
cluster 
type 

training 
centres. 

3 
---_._------- -_ ... -----------_._--

1. Andhra Pradesh 
2. Assam 
3. Bihar 
4. Gujarat 
5. Himachal Pradesh 
6. Jammu & Kashmir 
7. Kerala 
8. Madras 

7 
2 

17 
3 
6 



1 2 

9. Maharashtra 
10. MaQhya Pradesh 
11. Mysore 
12. Manipur 
~3. N agaland 
14. NEFA 
15. Goa, Daman & Diu 
16. Nagar Haveli 
17. Orissa 
18. Punjab 
19. Pondicherry 
-20. Rajasthan 
'21. Tripura 
22. Uttar Pradesh 
23. West Bengal 
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29 

22 

2 

10 

5 
3 

94 

200 

3 

A recent review of the working of these centres has revealed that 
4Jy and large these centres were functioning in isolation and needed 
-strengthening and that they did not serve the purpose for which they 
were set up. Quality of the trainees 'was poor and not standardised. 
There was need to improve supervision." 

The Committee note that as against the· original proposal of 
havin2' at least one cluster type training centre in such district, 
only 200 stIch centres have been set up sO far. Further, 94 of these 
200 centres are located in Uttar Pradesh, while many States do not 
have even one such centre. The Committee fail to appreciate this 
great disparity in setting up of cluster type traiDing centres. They 
are also tmhuppy to obse.rve that the centres have not served the 
-objective uf providing pr~per and useful training to rural al"tisans. 
In this connection, the Committee would also like to invite the 
attention of the Government to the findings and recommendations 
contained in para 114 of their 98th Report (Third Lc,k Sabha) on 
the Ministl"y of Food, Agriculture, Community Development and 

.cooperation. The Committee feel that Government should nnder-
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take a thorough review of the working of the scheme with a view 
to identify its basic weaknesses and take necessary remedial'. 
neas1U'e8. 

The Committee would also like to record that although the com-
Inunity development scheme of rural industrialisation has been in. 
operation in one form or another, for more than a decade, it bu 
failed to achleve any tangible results. In fact, the scheme has aU 
along been in a ftuid state due to frequent modifications of its cen-
lent and scope. The experience of this scheme also underlines the· 
lleed of close coordination between the Central and Stat~ Govern-
ments and the various all-India Boards and their .respective field· 
organisations: 

B. Intensive Area Scheme of Khadi and Village Industries 
Commission 

53. The Intensive Area Scheme of the Khadi and Village Industries 
Commission was put into operation in 1954. The scheme, as envisaged! 
by the Commission, is "not intended to give ready-made programmes· 
to the village community but is meant to guide it to formulate its own 
programmes in a comprehensive manner unfettered by any precon--
ce.ived nations or limitations." The objectives of the scheme are 
;;tated to· be: 

I. Economic objectives 

1. Creation of employment at a relatively low capital cost and; 
raising levels of real income; 

2. provision of a more balanced and diversified occupational; 
distribution; 

3. introduction of better techniques appropriate to the purpose· 
of the scheme and to the 'local conditions; and 

4. securing a measure of local and regional self-sufficiency in' 
the supply of essential consumption goods. 

II. Social objective. 

1. Provision of facilities for education, health and recreation' 
and minimum of social security; 

2. encouragement of a greater measure of people's participa-
tion in development activities and promotion of a greater-
degree of self-reliance, social cohesion and cooperation in' 
the village (Gram Parivar); 
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- 3. evolution of a suitable institutional framework for village, 
development and self-government and creation of an effec-
tive local leadership; and 

-to reduction of so:::io-economic inequalities in the villages and 
specially to raise the income and the statUs of the under-
privileged classes (Antyodaya). 

III. Other objectives 

1. Special emphasis is laid on develO?ment of village industries, 
as part ofa comprehensive programme for the balanced 
development of the rural economy; and 

2. the village industries concerned should develop their own 
strength rather than depend too much on outside protec-
tion. 

It has been stated that since the inception of the scheme 120 inten-
sive and pre-intensive areas have been estaltlished. Of these 56 have 
been abandoned and only 64 are functioning as full-fledged intensive 
areas. In these intensive areas besides intensive development of 
khadi and village industries units, "it is intended to assist the people 
to survey, plan and work for an all-round development." Each inten-
sive area is supervised by an organiser and/or an assistant organiser 
and has a complement of workers in the field to look after the affairs 
of each of the Kshetra Samities which are registered bodies under-
taking schemes for development of khadi and. village industries. 

54. Reviewing the progress of the intensive area scheme, the Eva-
luation Committee, headed by Dr. V. K. R. V. Rao, has pointed out 
in its Report (September, 1964): 

"(1) Actually, the work' connected with village industries was 
the only major activity which is externally visible in most 
of the areas. Next in importance are activities relating to 
health, education, upliftment of harijans, and other social 
and culturai activities. In spite of the fact that agriculture 
and animal husbandry provide livelihood to more than 80 
per cent of the population they have not received adequate 
attention. Due to lack of development in the agricultural 
sector the intensive area villages show little dynamism. It 
would be difficult to sustain the viMage industry program-
mes for long unless they are supported by a revitalised 
agriculture. 
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(2) Though the Khadi Commission's Scheme is suppobe.J. to be 
an area development scneme generally activities are con-
fined to one or two villages in each area. In the rest of 
the villages there is not much' of developmental activities. 
The scheme has boiled down to one of developing isola-
ted villages. Since the intensive area scheme has nearly 
completed nine years of its existence, the time has come 
for the Khadi Commission to think in terms of extendiIlg 
its activities to as many villages, as possible in the case ot 
each area." 

55. The Evaluation Committee has also emphasised that "Raising 
-the productivity of viUage industries is an essential precondition for 
·stabilising village industries. Particular attention should be paid to 
problems facing household industries." It has urged that "unless 

-the Khadi Commission adopts a pragmatic approach towards techno-
log:cal changes it would not be possible to raise productivity in 

. village industries." 

56. Dealing with the need of establishing a composite agro-indus-
. trial economy to provide an effective answer to the problem of rural 
.unemployment, the Evaluation Committee has observed: 

"The main case for an agro-industrial economy ought to be 
based on the development of an industrial sector as an ad-
junct to the agricultural sector so that certain complemen-
tary forces which hasten the rate of growth of the economy 
are generated. While the industrial sector will support 
the agricultural s~ctor by buying the raw materials produ-
ced in the agricultural sector, the agricultural sector will 
support the industrial sector by buying commodities pro-
duced in the industrial sector. Increased activities in both 
the sectors might lead to increase in employment opportu-
nities. Unfortunately neither the agricultural sector nor 
the industrial sector is functioning in complementary 
directions. If the Intensive Area Scheme wants to ~stab­
lish an agro-industrial economy, it is essential to achieve 
a lar~e degree of self-sufficiency in respect of raw material 
supply. and marketing of finished products. At present 
none of the intensive areas are anywhere near the stage 
of establishing agro-industrial economy." 
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57. As regards the question of expansion of the Intensive Area 
Scheme, the Evaluation Committee has suggested the following 
policy: 

(i) Activities should be extended into tribal areas where self-
sufficiency is in practice at the operational level. Since 
these areas do not have regular means 01 communications 
with the outside world, the products of village industries 
can enjoy natural protection against competition from or-
ganised factory industries. . 

(ii) In non-tribal areas where a considerable part of the pro-
duction is meant for the market, care should be taken to 
see that the intensive areas are located only in those places 
which are served by regular means of communications 
and transport. 

(iii) In the case of the existing areas activities should be ex-
tended to those villages which are not already covered. 

The Evaluation Committee have, however, made it clear that 
they are "not suggesting by any means that a.:!tivities slwuld neces-
sarily be expanded into new areas"; they have only indicated "the 
lines of guidance to be observed whenever new areas are to be 
-established. " 

The Committee are concerned to note that out of 120 intensive 
and pre-intensive areas which have been e:stablished under the Khadi 
&. Village Industries Commission's Intensive Area Scheme since the 
inception of the -scheme in 1954, only 64 are functioning as full-
~edged intensive areas, and that, in general, the developmental 
activities under the scheme are confined to one or two villages in 
each area. Considering the unimpressive results obtained from the 
intensive area scheme, the Committee would like Government to 
identify the shortcomings of the scheme and take remedial measures. 
In particular, the Committee would like the Government to consider 
how best the Intensive Area Scheme of the Khadi & Village Indus-
tries Commission could be integrated into an overall amI well-co-
ordinated pIan of rural industrialisation.* Government should n.lso 
dedde the most appropriate agency for its execution in the field 
keeping in view the fact that the effective implementation of a 
scheme of this type involves close coordination ,between various 
governmental and semi-governmental institutions. 
~-----.-.--- .. _------

*Please see also paras 68 and 77 under section 'c' of this Chipter. 
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C. PI.naing Commission's Rural Industries Projects Progranune 

58. As noted in Chapter II, in July 1962, the Rural Industries 
Planning Committee of the Planning Commission hrought out a 
sCheme for 'Projects for the intensive development of village and 
8lllall industries in rural areas'. 

(I) OBJECTIVES OF THE PROGRAMME 

59. Emphasising that the most difficult problem in the rural areas 
was "to create, maintain and expand non-agricultural employment",. 
the Rural Industries Planning Committee observed that even the 
success of efforts in other directions, "will depend . on progress 
achieved in building up industries suited to rural areas". The com-
mittee maintained that rural industrialisation was of "particular 
importance, for raising the levels of living and productivity and for 

\ providing larger employment opportunities to the landless and 
weaker sections of village communities." Having thus brought out 
the importance of rural industrialisation, the committee explained 
the objectives of its new scheme of rural projects as follows: 

''The primary objective is to bring about a cooperative agro-
industrial economy. This involves all round development 
of agriculture, irrigation, communications, industries, so-
cial services, etc. For this purpose, the initiative and 
effort of local communities will have to be stimulated 
and mobilised to the fullest extent. Among the most im-
portant measures to be taken towards the diversification 
of the rural economy is the building up of industries based· 
on agriculture and other resources and the vigorous deve-
lopment of non-agricultural along with agricultural occu-
pations. 

There is need for intensive effort in selected areas, so that its' 
lessons may be more generally applicahle. The projects 
are, therefore, intended to provide the necessary experien-
ce and to contribute towards the solution of the rural 
employment problem in keeping with conditions in diffe-
rent States. 

The projects are directed to industries which can be developed 
in rural areas and activities ancillary to them, but obvious-
ly in any area these must fonD. part of a wider and well-
coordinated plan of local development. Both for drawing 
up programmes for rural industries and for securing ade-
quate results for those undertaken, such overall area or 
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regional development plans are essential. Steps will be 
taken in the selected areas to prepare such plans and to 
link up the various development programmes with one an-
other." 

The Rural Industries Planning Committee added that the projects 
were intended to assist in the intensification of the programmes for 
the development of village and small industries, coordinated func-
tioning of various agencies; the fullest possible participation of 
financial and cooperative institutions, as well as increasing integra-
tion between the development of rural and the industrial economy 
in terms of area or regional plans. 

(II) FINANCE 

60. It was proposed that each project should be able to draw 
fJ.!nds from three sources:' 

(a) funds from the State Plan and the all-India Boards accor-
ding to their respective programmes and allotments for 
the area; 

(b) loans and credits from financial and cooperative institu-
tions and under the· State Aid to Industries Acts; and 

(c) additional funds to be given to the project as its own 
nucleus. 

Funds under (c) were intended to cover the cost of additional 
staff,provision ()If training facilities, provision of common facility 
centres· and extension facilities and provided for under other pro-
grammes or schemes. It was further proposed that "as a nucleus, 
to start with, an assured minimum provision for each project of 
Rs. 20 lakhs will be provided to cover the four-year period, 1962-66, 
over and above the present allocations under the Third Plan. In 
addition to Rs. 8 crores for 40 projects, there will also be provision 
for a contingent rfUnd of Rs. 7 crores. For 1962-63, it· would be 
sufficient to provide Rs. 1 crore". It was suggested that funds under 
(a) and (c) above should be placed at the disposal of the Project 
Committee whiCh should be permitted to reallocate them between 
different types of schemes according to their progress and the needs 
of the area. I 

(III) RoLE OF C.S.I.O. IN REGARD TO RURAL INDUSTRI'o!:S PROJECTS 
PROGRAMME 

61. It has been stated that so far as the development of small scale 
industries in the Rural Industries Projects is concerned, the Central 
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Small Industries Organisation has been functioning as technical ad-
visers to the RUral Industries Planning Committee as also to the Pro-
ject officers. The Committee are informed that three Deputy Direc-
tors at the headquarters and one Assistant Director in each of the-
Small Industries Service Institutes have been specially appointed 
for this job. Besides, it has been emphasised that the Rural Indus-
tries Projects work may be given higher priority and taken as the 
responsibility of entire staff of the Institutes and not merely of the 
special staff appointed for this purpose. Directors of the Small In-
dustries Service Institutes are members of the Project Level COIIV 
mitttees appointed by the State Government ior this programme. 

Initially all the Small lI;ldustries Service Institutes are stated to 
have assisted the Project Officers in planning and conducting sur-
veys and in the preparation of the survey reports. They also pro-
vided necessary guidance and assistance to the Project Officers in 
the formulation of suitable schemes and programmes for implemen-
tation in Rural Industries Projects areas. 

It has further been stated that besides carrying out necessary 
modifications in the printed copies of model/impact schemes already 
supplied to Pr~ject Officers, 224 new schemes were prepared by the 
C.S.I.O. at the specific request of Project Officers and private en-
terprises. From time to time technical scrutiny of the s<:hemes pre-
pared by the Project Officers and private enterprises was also done 
by the Small Industries Service Institutes. hl certain cases blue-
prints for setting up special types of workshops and training centres 
were prepared and supplied to the project authorities. The techni-
cal officers of the C.S.I.O. have also been visiting the Rural Indus-
hies Projects areas and rendering on-the-spot advice to the Project 
Officers and private enterprises after making an intensive examina-
tion of their problems. 

The Committee are informed that intensive campaigns have been 
launched in Rural Industries Projects areas in U.P., Goa, Andhra 
Pradesh, Rajasthan, Assam, Mysore and Kerala by the respective 
Small Industries Service Institutes. The idea behind these cam-
paigns is laid fo be to pub!icise the possibilities O'f starting new in-
dustries in the Rural Industries Projects areas and to educate the 
local people about the facilities available from different Government 
and semi-government agencies in this regard. Further, some Small 
Industries Service Institutes are stated to have conducted training, 
courses in various trades for the benefit of local artisans. 

Lastly, the Central Small Industries Organisation is stated to be 
assisting the Rural Industries Planning Committee to undertake 
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studies to evolve appropriate technologies on certain industries-
suitable for development in the Rural Industries Projects areas. Such 
studies, the Committee have been informed, involve comprehensive· 
field work and analysis of the existing technologies so as to inden-
tify the most appropriate one .for adoption in a particular area. So 
far studies have been completed in respect of wool combing and 
wool spinning, cold storage plant, solvent extraction plant for rice-
bran oil and guar gum. 

(IV) REVIEW OF PROGRESS 

(a) Delay in Implementation 

62. The Rural Industries Projects Programme is at present in 
operation in 45 selected rural areas. In addition, four more pro-
jects near large scale public sector plants have been started recen-
tly, 

It has been stated that actual implementation of the programme 
started from 1964-65, though preliminary work had been completed-
by the end of the year 1963-64. Referring to the delay in initiating 
the programme, the Rural Industries Planning Committee have ob-
served: -

"The formulation and implementation of the programmes was> 
the responsibility of State Governments. 

It was suggested to the State Governments that before draw-
ing up plans of development, preliminary surveys of the-
areas should be undertaken with a view to aS3essing the 
availability aI resources-physical, material as well as: 
human-possibilities and potentials of development etc. 
It took more time than expected for State Governments 
to finalise survey reports, and put in position necessary 
administrative machinery for implementation of the pro-
grammes." 

(b) Progr,ess of expenditure 

63. The actual expenditure incurred on the programme, the rro-
visions in the Central budget and the actual release 'oJf funds through-



-payments sanctions .for the three years since the inceptioll of the 
Programme are indicated below: 

Budget 

"Release of funds through payment 
sanction 

Actual Expenditure 

(Rs. in lakhs) 

11·00 -150.00 

10·25 

The above table shows that actual expenditure during the three 
years falls short of both the ibudget provisions and the release of 
funds. This it has been explained is due to: 

"(i) the fact that preliminary work could not be completed_ 
in time; and 

(ti) the cumbersome administrative and financial procedures 
which delayed execution of the programmes." 

A statement showing State-wise distribution of expenditure during 
1962-65 and the anticipated expenditure during 1965-66 is given in 
Appendix IV. 

The item-wise distribution of the expenditure dufing the years 
1962-65, is indicated -below: 

--------------------

1962-63 1963-64 1964-65 Total Percent-
age 

--.. -----------
I 2 3 4 5 6 7 

I. Establishment 2·5 21 ·0 24. 1 47. 6 20 

"2. Training 7·6 28·4 29·0 II 

3. Deplrtmental Commercial 
Schemes -3.0 II ·4 14°4 6 

4· Common Service facilities 7·4 15.0 22·4 , 
*The figures given in Appendix IV were supplied by the Planning 

eCommission at the factual verification stage. 
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1 . 2 3 4 5 ,- 1 

II '9 31 .8 43'7 18 
. 5. Other development ex-

penditure . 
6. Loans to Industrial units 26·6 62'5 89'1 36 

Total . 2'5 77'5 166 '2* 246'2 100 
_._---------------~-

It is seen that expenditure on establishment for the three year 
'period is of the order of Rs. 47.6 lakhs, which works to 20 per cent 
<of the total expenditure, Training programmes account for B.s .. 28.00 
lakhs, viz., 11 per cent. The programme of setting up common 
service facility centres has taken another Rs. 22.4 lakhs, which is 
~bout 9 per cent. Departmental commercial schemes have cOlit 
:.Rs, 14.4 lakhs. viz.,. about 6 per cent. Other developmental expen-
diture. including provision of subsidy for distribution of improved 
'Equipment, experimental pilot schemes, managerial grants to.cQ-
-operatives, exhibitions, publicity, etc., is estimated at Rs. 43.7 lakhs, 
which is about 10 per cent of the total expenditure. The bulk of the 
Expenditure, viz., Rs. 89.10 lakhs, viz., 36 per cent of the total was, 
however, incurred on advance of loans to industrial units, both co-
f()perative societies and individual entrepreneurs. 

(c) Size and content of the Programme 

64. It has been stated that the content and size of programmes 
-vary from Project to Project. Some areas havQ launched on a more 
~mbitious plan than others. In some projects programmes are 
'Vriented towards one· aspect of development while in some other 
:areasa different aspect has been stressed.. There are, however, _cer-
-tain common features in the plans for different proj~t areas. For 
instance, programmes of provision of trjilining, facilities, setting up 
-()f common service facilities, and advance of loans are to be found 
in the plans for every project. The dissimilarities in the pro-
~ammes, it has been stated. are mainly due to circumstances and con-
.ditions obtaining in different project areas. 

(d) Training. 

65. By the end of 1964-65, 261 new training centresfdemonstra-
-tion parties are stated to have been organised in the 43 project 
elreas. These provided training in 27 trades such as c;:t.rpentary, 
blacksmithy, sheet metal, foundry, turning, welding and electroplat-

---_._-----_._--- ----------.---.------- --
• According to fUrther information supplied by the Planning Commission 

-at the factual verification stage, the actual expenditure during 1964-65 was 
Rs. 171' 14 lakhs (See Appendix IV). However item-wise distribution of 
this figure was not· supplied. . , . 

:2>48 (Aii) LS-5. 



mg, agricultural implements and hardware, general engineeringp 

fitter, mechanic and technical training, leather works and training, 
etc. The 261 centres have an enrolment capacity of nearly 4,OO() 
trainees. Over 3,200 trainees were on roll in the centres bytbe end 
of 1964-65. 

(e) Common facility service centres 

(56. The Committee are informed that the plans of most of the 
projects, include schemes for setting up common facility service 
eentres and servicing and repair workshops. 124 such centres, 
covering 21 industries, are being set up in 48 Project areas. Of these 
94 are run departmentally while the other 30 are managed by co-
opera~ive societies. The volume of investment made in these cen-
tres till March, 1965 is estimated at Rs. 14.53 lakhs. Thirty centres 
have already started working while the other 93 are in different 
stages of construction. The initial employment provided by the 3() 
cei'itres, which have started working; is estimated at 285 persons. 
The value of services provided by the 30 centres to 1,487 industrial 
units/artisans upto March. 1965 is estimated at Rs. 78,000. 

(f) Industrial Activity 

67. It has been stated that in the 38 Project are~s, for which 
information is available, 1,458 new industrial units have been set up 
. by the end of 1964-65. These include 1,259 new units under private 
enterprise and 199 under new cooperative societies. It has been 
estimated that the new units have generated employment oppor-
tunities for 32,000 persons. 

About 91 types of industries have been covered by the existing 
as well as new units in the Project areas. These have been broadly 
classified into eight groups as under:-

Number of Units 

Private Cooperatives Total 

Existing New· Existing New Existing New 

I 2 3 .. 5 6 7 8 

I. Porest based 176 251 
industries 

41 29 217 28() 

2. Agricultural pro-
duce, processing 
and rreservation 
and allied in-
duStries 57 IS5 81 33 138 2It; 
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.~, 2 3 4 S 6 7 8 

3. Textiles 173 154 100 20 273 174 

4· Industriell based 
on animal hus-
bandry 250 17() II3 48 363 218 

) .- Chemical industries 31 64 21 2 52 66 

6. Engineering & 
allied 128 235 45 32 173 267 

7· . Bl1ilding mate-
rial, ceramics 
and allied 131 164 16 28 147 192 

8.' Miscellaneous 46 36 166 7 212 43 
._------

Grand Total 992 1259 583 199 1575 1458 

It has been pointed out that about 1,773 units or 58 per cent of 
the. total 3,033 (both new. and existilng) units belong to the first, 
second, fourth and seventh groups, which are mainly dependent on 
locally available raw materials. If another about 100 units belong-
ing to the "fifth group, viz., Chemical Industries, including such items, 
as Ayurvedic medicines, paints and varnishes, soap, chalk-crayon, 
glass, distilled water, etc., which require local raw materials partly 
or wholly,are added the. percentage would further go up. Indus-
tries based on local skill, such as handloom, weaving, trailoring, 
hOSiery, zari work, musical instruments, dry-cleaning, brush making, 
paper, tyre retreading, candles, etc., which are based .on local skill 
aecount for another about 20 per cent. Industries depending on 
local needs, for which raw materials have to he brought from out-
side the Project area, including scarce and imported raw materials, 
account for 14 per cent of the total units. 

fi8. Reviewing the working of the Rural Industries Project Pro-
gramme in August, 1965, the Rural Industries Planning Committee 
ef the Planning Commission has observed:-

(i) The main criterion for judging the success or otherwise 
of the programme is the extent to which the promotional 
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(ii) 

(iii) 

measures have created the necessary industrial climate 
in the area. "The repo~t~ fr6m individual areas suggest 
that substantial progress has been achieved in this field. 
This further confirmed by the volume of loans (Rs. 89.00 
lakhs) disbursed to various industrial· units for invest-
ment. 
Establishment of 1,458 new industrial units by the clmie 
of the year is no mean achievement, if the various halt-
ing and limiting factors are take~ into consideration. 

Delays in implementation of programmes are mainly due 
to difficult and cumbersome administrative and financial 
procedures and, also centralisation of administration 
powers. 

(iv) The achievements would have been much more impressive 
H the Project Organisations had adequate arid timely 
technical guidance. 

(v) The very fact that information about settlement of nearly 
2,500 persons who were trained in various training cen:-
tres is not available, calls for" a vigorous programme of 
follow up action and also proper planning of training 
programmes in relations to the requirements of the areas. 

').'he Committee note the p~ess made in the Rural Industries 
Projects in regard to the setting up of new industrial units. and the 
gen~ra.tion of n~w employment opportunities. 'l11ey would like to 
u~e, however, that considering the magnitude of rural un-employ-
ment which at the end of the Third Plan is estimated to be of the 
o,rder of about 8 million (See Chap~er I) and -the fad that the labour 
f9J.'ce in the rural areas is growing at the rate of three million a year, 
the g~neration of 32,000 of employment opportunities during tbe 
Third Plan period is hardly a matter for gratification. 

"The Committee regret to note that although the Rural Industr~ 
Project.s Programm(' was launched in the middle of 1962, the actual 
implementation of the programme started as late as 1964-65 because 
of delays on the part of the State Governments in finalising the sur-
veys of the areas and setting up the necessary administrative machi-
nery. The Committee would like to recall that under the Rural IIl-
dUl'tries Project Programme, as originally fonnulated, the Rural IB-
dustries Planning Committee was not only responsible for 'formula-
tionof policy' and 'necessary co-ordination' but was also expeded ~ 
set up that. 'necessary establishment for implementing the pro-
gramme'. They are distressed to observe that, in practice, the Rural 



--j -chshies .Minnmg Comrru.fiee Ilis ~iii-.t\er ~t dtpeMent 
.'lih~ 'Stitte GDvemments tor tileiD1""~WtotiM th~ pllfiilliiiilitis. 

The coinmlttee keel dOubtful wh'etlrer the PIIi'ADlngCommi~ . '. 
is really the proper body for the executiOn of a progrimme of dds ~'.! 
•• ture as the Commission laeks administrative authority and in the 
abseoee of such authority it ean scarcely be expected to secure ~-
tiV'e co~ordinatiOb between the various governmental and semi-gov-
ernment~ authorities, at the Central and State level, whose activ~ 
ties have a direct or indirect bearing on the question of rural indu~­
trialisation. The Committee hope that Government will look iato 
the matter anddedde what should be the proper agency at the Centre 
to take charge of a comprehensive programme of rUral industria. Ii. 
tiOD. The Committee suggest that eare should be taken to vest the 
central agency with sufficient power to secure eo-ordination among 
the concerned agencies of the Centre and States at policy framing as 
.ell as at the field level. The Committee cannot too strongly ur;e 
that the familiar phenomenon of wel1-in~entioned scheme~ getting 
ltogged down in cross purposes or failing to make progress for want of 
ce-ordination should not be repeated. 

D. Rural Industrial Estates 

69. It has been stated that the objective behind the setting up of 
rural industrial estates is "to stop further industrial congestion in 
the already congested towns and to check the drift of rural popu-

'lation to the cities". The first move in this direction was made by 
the Government in 1956 w~en twenty rural industrial estates were 
sanctioned. With regard to the location and character of the rural 
industrial estates, the following observations have been made in the 
Third Five Year Plan: 

f 
L 

"It is intended to start a number of industrial estates in select-
ed rural areas where power, water supply and other essen-
tial facilities are available or can be readily provided. A 
rural industrial estate win consist mainly of workShedS 
for use by artisans along with certain common service 
facilities and will have only a limited number of regular 
factory sites and premises. Care will have t'J be taken 
to locate such estates in areas where there is a sufficient 
concentration of artisans and craftsmen who will be in a 
position t9, make use, of, improved techniques, better tools 
and relatively modem facilities." 



" The Committee are WOJ:Illed that of the 154: indU$trial estates 
functioning· OJi 31st Marcil, .. 1965,.26· are ,~ral'· 'i~dUstrial, eSb.~ 
The State-wise distribution of these 26 rural industrial estateS aild 
their achievements in te~ of employment, and.. ,J>r!XiuctioP. are 
indicated ~l9:W: - . , 

S.N-o.' Name of the State' 

I. Aadhra Pradesh 
2.. Assam 

3. Bihar 

'4' Delhi, 

5. Gujarat-

6. Himachal Pradesh 

7. Jammu & Kashmir 

i. Kerala . 

9. Maharashtra . 
to. M'ldhya Pradesh 

II. Madras. 

12.. Mysore 

13. Orissa 

14. Pondicherry 

15. runj~b 

16, Rajasthan 

.I7. Tripura 

18. Uttar Pradesh 

19. West Bengal . 

" 

----'--
No. "of ProgreCs' 
Estates" 'Employ-

ment. 

Annual 
·Produc"'-
tion (in 
Iakhs of 
rtlpe~j: 

I 

I 

I 

Nil' 

6' 

I 

Nil 
Nil 

3 

Nil 
Nil 

Nil 

3 

2. 

I , 

2. 

26 

4 

43 
35 

76 

.. 
32 

NA 

38 

.. 

: -:, .. 

9'3 

~."', ~ 

.. ·2"1· 

NA 

0'3 

Newly Started 

Newly Start~d 

08 

-24 21'7 
-----

806 73'00 
• An industrial estate is deeDled to start fuDctioning(go iDto production) 

when the production starts iJ.1, !lUear.0ne~ the,factory.sheds of the e£tate. 



70. In addition to tlieabove, a number of rural estates,which have \lee.n com:t>!et~ '~md are ~eady for ~un~tiomng,' 'are'as;belo~: 
P - • ..- ,_ • ~ ... ," • - ~_ I... 

..... -.-... -------:-r""-"---~--.... -,--~....,......- ~-'-.( .. -.-' ----

Name ofthe State " No. Itt 
estates 

'--"" ._-- - .. ----- ._-----..... --

, ,~, Anfihra Prad¢.t ,'-
2.... Jammu &-iKashmii 
3. Punjab 
-4. Uttar Pradesh 
S. Orissa. 
(j . .Rajasthan 
7. Tripura 

Total. 

.. I. 
"< ~ OJ. •• 

.. . .,. < ~ f . .' f t} 1~"~ ,- -~ 

. :'07, ·,.;1',·, .. 1 

9 
I 
I . 

I' 
{. ~ --._----

34 

71. An analysis of ~e comparative progress of the thr~mai.R 
categories of, industrial'estates-Url>an, Semi-urban and RUf8I, ,$Sat 
the end of 1963 has revealed:-

(i) Functioning estates as a percentage. of completed estates 
is highest in urban estates.,JU}d lpwest in rural estates. 

(ii) Sheds allotted as a perc~ntage to' sheds completed is 
lowest in rural estates." In fact, during this period, the 
position in rural estates was getting worse. Of the 171 
completed. sheds in all rural estates on 31st December. 
1962, 139 were allotted; the corresponding figures for 
31st December, 1963 were 268 and 175, respectively. 

(iii) Estates completed. in urban arw are starting to function 
quickly. The rate is much slower in semi-urban and. 
rural estates. For instance, during 1963 as against 10 
newly constructed estates in urban areas 11 actually 
started functioning; in semi-urban areas' 6 started func-
tioning as against 15 completed while only 3 new estates 
started functioning in rural areas as against 11 complet-
ed during the year. . 

(iv) Considering again the -figures for the year 1963, 220 addi-
tional sheds- were completed in urban estates while ac-
tually348 started functioning. The co;rrespopding figures 
in semi-urban estates were 154 newly~nf,tructed e.w 
against 44 starting functioning. In the 'casf. of rural 



estates in the &ame year, only 2~_~s~ b~.an.func­
tioning . wiiile -as manY-' . as 97 were newly.· constru~_ 
Again, ag against 171' completed sheds in rural estates oa:. 
31st December, 1962. the· sheds actually functioning on~ 
year later were only 115. 

In the 26 ~l induskial estates functioning as on 30th March,... 
1965, there were 340 sheds of which 277 were QCcupie(i". In the 34-
non-funclio~.estates, there were 307 ~ of which 86 . were occu--
pied-by 31st ·MaTCh, 1965. 

It has been stated by thereprefi/tPtattvt! of the Ministry of Indus-
try that the main criterion for the allotment of sheds is that it is. 
straightaway given to local entrepreneurs who come forward. But 
the present position is that the number of sheds is more than thQc-
number of willing local eritrepreneurs. Hence, if any entrepreneur 
comes from outside the area, he is allowed tow-ork in the shed. 

72: Iifa Writteli" -note ftim~d to 'the CMrtriIittei!, it· has l>een· 
stated tllit i~ follOWing inducements ate off~.red to eritreprenen~ 
for tl,lking sheds in the rural industrial ~Iltes:: ' 

(i) A spt!Cific sum *for.eign exchange' fm u.,..e of import 
. Ucet1~eS for raw ~and compollentsof machinery-
was earmarked during the period April, 1964 to MHrch .. 
. 1965. A little over three. hundred units have benefited by-
thisschane. -
.' -

(it) Provision of technical serviceS which include the follow-
ing: 

(a) givirig direCt tec1mical advice for setting up new Smalr 
Scale Enterprises, choice of machinery, design, fabrica--
ti011; layout, ihstallation and· operation of plan~ 

i'rtachinery; 

-(b) preparatioll of designs and drawings for production, 
. equipments aftCtacceliBories; 

- (c) workShop arid la:boraiory services by giving demonstra--
tioDS in· the use of moderntechnic'al proceSseS on select--
ed machines and equipments and providing common ser-
viCe and tool room facilities; and 

:(d) managerial consultancy service in industrial manage-
- ment; 

iii) Scarce indigenous raw materi-als have also been reserved! 
. for units in these estates. 



Amcm« the more Important reiisons given for. a 1~ number of 
she .. remaining vacant in the estate$ are: 

(I) SOIn4!of the industrial eStates were not . located in areas 
having adequate industrial potential and availability of' 
othet- facilities. 

(ii) In the jnitial stages there was lack of integrated planning 
and scientific scrutiny of schemes prepared. by most of 
the industrialists. 

(iii) Most of the entrepreneurs did not have sufficient credit-
worthin~ss to avail of the financial assistance offered by-

. Government. 

(iv) There was an overall shortage of scarce rawmalerials and: 
foreign exchariges, etc. . 

It has been stated that in the matter of construction of industrial 
estates ill the rural areas it was felt that no rigid pattern could b~ 
prescribed and that the size of work sheds, etc.; should be allowed' 
to be altered to suit the circumstances with caution that the estates: 
ebouid exercise care to see that the facilities offered were utilised 
and were not beyond the reach of the entrepreneurs of any particular 
area. 

The Committee. ar~ concerned'to note that' there has been heavy-
shortfall in the utilisation of work sheds in rural htdustrial estates in. 
the Third Plan period in asRlUch as out of 647 completed sheds at 
the end of March 1965, 284 sheds or about 44 per cent remained un-
occupied. Moreover, they cannot but feel distressetJ. over tt.e fRet 
that although the rural industrial estates scheme was initiated in 
1B, at the epd of nearly 'a decade the rural estates have provided 
employment to only 806 persons and the total annual produdion of" 
the i6 estates is ItO more tha. Rs. 73 lakhs. 

The Committee are constrained to observe that these estates 
IIppear to have been ~onstmcted indiscriminately without prior-
assessment of the industrial potential and availability of other rc-
4uisite facilities in these areas. The whole scheme has bt'en pro-
cessed in a most unrealistic manner. The Committee suggest that 
attempts should be made to utilise the vacant sbeds eitber by remoy-
iRg the handicaps and providing proper facilities or by finding alter-
native use fOl' the sheds. 

'the' Committee woult! urge that concerted steps should be take~ 
to remC)ve the bottleneCks which have been ~xp.rieneed in the set--
ti~ up of rural industrial estates, 
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. The Conunjttee .~hardly,stress ~at in future rural industrial 
estat~ . ~hould be set up ~~y . ~~, CondU:~ti~g a' th6rougbmrvey . of 
-the prespective areas to ascertain their pOte'ntianty. ·,:They' feel tli~' 
rttral indu~trial'estates:have the- best chanceof,s1R:cessin.tl\~ Rural 
liuiustries Project AreaR where certain. bask ,fa.cilities n~essary fOl' 
industrial activity exist or are lik~y to be·<C.rellted soop,er than in 
~er . areas, They would, therefore suggest that. the programme of 
rUntl 'eStates should be;frilly integtatedTrlth' the abovec mentioned 
proKramme ef Rural' IndUStries Project· Areas . 

. E. J\.ppl:O~ch to Rural In,dus,trialisation 

73. The Village and 'Small Scale Industries ,(Second Five y~ 
Plan) COll'.mittee, commonly known as the Kar.~· Committee, had as 
far, back ,u ·1955: stressed the principle of decentralization of indUS-' 
-trial development. The Committee felt that the progressive e,,"PBD-
:sion and modernization of rural industry could be most economically 
brought about by the spread of small iD.dustrial units along with the 
necessary services among the big villages. or small to~ located all ' 
~"er' the country. It recommended: 

"The pattern of industrial : activity that should . gradually 
emerge' is that of a group of villages having its nattirai' 
industrial and urban centte:These small urban~ntres 
will be similarly related to bigger ones. Thus a pyrain1d 
of industry broad-based on a .progressive rural economy 
will be built up. In such an organization small centres 
can ex.peri~ncea CQ-Operative int~rest in the bigger",ones, 
and ~hese latter would develqp a genuinely supporting 
instead of an exploitational relationship 'towards' the 
smaller towns an~ the cO\llltryside." ' 

. '74.' The need for dispersal of industries as a means of attaining' a 
balanCed' development of the economy was . also underlined ill. the 
Second Industrial Policy:Resohition of 1956, paragraph 15 01 which 
:reads as 'fol1ows:~ 

~ .... 
"In order that'industrialisation may benefit the econCJmyc4 

the country as a whole, It is important that disparities in 
, levels of development between 'different regions' should 
be progressively reduced. The liH:'k' of' industries . in 
different parts of the country is very -often detenni1led by 
f8.ctors such as the availabHityof the necessary raw mate-
rials' or other natural resources. 'A concentration of in-
dustries, in (:ertain areas has also been .due, to the ready 
availability of power, !iat~r supply- and transport facWtlec 



tit 
which have been developed there. It is one of the aims 
of national· planning to ensur€' that·'these . fa6i1lties are 
steadilY' made available to· areas which' ar~ .at present lag-

. ging behind industrially or where tl!er~ is.greater need 
for providing opportunities for'einpl(;:imerit~ provIded the 
location is otherwise.s~ble.. Oply ~y ,se~.8 balanc-
ed and co-ordinated development of the industrial and t.he 
agricultural economy in each region, can the entire COUtl-

o.try. at~ain higher standards of living ..... , .•.. 
• ~., •. . ~ : - " - - '. . . '.. ! " - - • 

'75. The Committee on Dispersal of Industries, appointed Dy.:the 
Small~ale·lndustrit>s Board, in its Report (1962), expreseci ihevfew 
that, dispersal of ~all scale' indUstries "in isol",~lcm. Y/ithout reg~rd 
to what might be happening, to other industrie$, is unrealistIc". The 
Committe£" recommended that certainovel1lU meuures might be 
~onsidere(1 by Govsrnment for stimulating loc:aticm. ()f large ~~ 
industries in the backward areas particularly for the purpose ,of 
promoting development of ancillary ind~ries. . , "f 

The committee noted that industrial concentration in certa.ill 
"particular places or' areas is due mainly to ~he eXistence. of .basjc 
facilities such as presence or easy availabiUty of raw materials • 
.availability of power and . water , developed means of tr~t and 
-communication, proximity to distributing or consuming cenUe;9, 
-existence of banks, post offices housing, medical and . educat~al 
facilities etc. The tendency of all enterpreneurs is to run to areas 
having these facilities. . 

The Committee felt that in order to make the dispersal "cherne 
a success, "it would be necessary te provide these basic, economic' 
.and social overheads in the undeveloped and underdeveloped are~s 
where new industries are ~ought to be established under a planned 
economy." In .. addition to this, the committee was of the op'ini~n 

.that certain direct incentives shOUld be previded to encourage ~ntre­
preneurs to divert their attention to backward areas. The incentives 
:recommended by the committee iall~to. three categories, viz.' : 

(1) Provision of social overheads which .. rill include: 

(a) Arrangement of' factoz:yaccO~odation. 

(b) Facilities for housing. 

(c) Common Serv:ce Facilities' etc. 

(2) Ensuring supply of raw materials. 

(3) Fiscal incentives which .yill include: 



t, 

(Ii> 'tax. ccmce.a;.0i. 
\b) SUhSlai~ '~lectricit,; tariff, and water rate. 

(e) Credit facilities. 

(d) Machinery on hire purchase termf-. 

\E:) Subsidy on Freight. 

'. 

It was suggested to' th~ cornniitt-ee that it woUld be advisahle tOo 
ex.tend the henefit of the incentives mentioned above to large scale· 
industriet. also, 'thos~ which ~ould by their vei·y nature aHract a. 
number of small seale industries inthtt shape of their ancimiries~ 
T~e cc,mmjtteea-greed that there wa~ a great deal of force in: fhiS. 

The 'Study Team (Misra Team), on InduStrial Pilot Projects gave 
a more aeftnite shape to the idea propounded by the Karve Commit--
tee .. The Team proposed deVelopment of aselec1ed centre in a block 
which may serve the requ~remeni' of adjoining villages. These 
selected centres may be those which have over the years become-
natural rentres where 'commerCial 'and industrial actiVity tended too 
develop and take roots. These centres which the Team called "The 
;Rural Industries Centres" "would act "as frontier che :kposts of m~ra.:. 
tion -and provide opPortunities' for local' industrial groups. " The, 
objective. was 'to"tone down as far' as posSible further expansion of 
nietr~politan citie; and, big towns and to provide emp1byment oppor~ 
tunities for population in a group of villages as close to their present 
abode as possible. The Team suggested that rurat" industrial estates, 
~ay.be established at the selected centres. 

. ~. ~. 

The Third Fiv~ Year Plan while, ,taking note of the role of village 
and s.plall industries ~~' a means to provide opportunities of income-
'arid employment in B:~ispersed manner: all over ~he rountry indicat-
ed that in implementing the pr,ogramme emphasis would have to be 
pla~ed "oIl encouraging, the further growth of industry in rural areas; 
and in small towns as well a:> in less-developed areas having a mark~ 
ed industrial potential. The first step in this direction would be to' 
identify theaI'eas in whiCh various basic facilities such as electricity, 
larger supply of agricultural raw materials, improved means of" 
transport etc. would becom~ available ' 

76. The International Perspective Planning Team 1963 endorsed 
the idea that large villages or small towns should be taken as the 
focal points for spatial decentralisation. The Team emphasised that, 
"most types of industrial production and serviCes would suffer ex-
tremely from the absence in the villages of what economists call as: 



External economie~oSt reducmg advantajges which result from 
"the clustering of the economic activities 'where there are well-
develOped markets for finished products, supplies etc." On the other 
hand, the Team also realized that "the balanCed development of 
.different parts of. the couniry, extension of the benefits of economIc. 
progress to the less-developed. regions atld. wide-spread diffusion of 
industry are the major aims of planned development." In order to 
;avoid the clustering of industry in ,the already over-crowded super-
,cities whose economic, social, political problems are already com-
plex, the Team felt that there must be some mid-way whiCh COUld. 
keep costs of industrial facilities like power and transport reasona~ly' 
low, provide the important external. economies associated wit~ 

'urban locations and still bring much of industry and associated ser-
vice occupations closer to mOst of the people who now live in vil-
lages. This, the Team opined, could be done by deliberately encour-
aging the development of industry in urban communities of inter-
'mediate size and by promoting productive linkages between villages 
.and towns. 

The 'Team was emphatic that small industry should not be con-
.sidered the main instrument of industrial dispersal policy; "it could 
be a useful instrument but it would be 'wastefully ineffective unless 
used in combination with other means of influencing spatial pattern 
of industrial development." The Team specifically mentioned that 
'''more weight may be given for achieving industrial dispersal by 
influen~ing the location of new large scale units." 

With regard to rural industrialisation and dispersal of industries, 
the advice of the Team was to "choose for priority attention in indus-
trial development, among all the many areas that ar& industrially 
lagging, those that show greatest industrial growth potential. And 
within the growth potential areas select certain cities and towns that 
show greatest promise and readiness to be developed to industrially 
:growing points." 

'77. The Fourth Plan Working Group on small scale i~dustries has 
also favoured the idea that future efforts at spatial decentralisatioJl 
should aim at creating clusters of efficient modern small industries at 
~ertain selected 'growth centres'. As regards the size and selection 
of growth centres the Working Group has expressed the view that 
while the selected centre should not be a big urban area it should 
also not be too small a Village. The centre should be such that the 
impact of the programme would be vislble quickly.' It she-uld act as.a 
"frontier checkpost" for migration from rural to urba'.l areas and, 
thus, provide all modern, urban amenities of life immediately. 



In view of these considerations the Working Group has suggest-
ed that all towns with a population between 15,000 and 50,000 might 
be selected as growth centres and developed as such during the 
J'ourth Plan period, provided the requisite infrastructural facilities. 
are available' at those places. The Group has stated that there are 
about 700 such places where industrial estates are not yet planned. 
Thus the number of growth centres would be about two for each dis-
trict in the country, Assuming the development of about 700 growth 
centres during the Fourth Five Year Plan, the Group has visualised 
that about 120 growth centres will have to be developed in each year 
of the Fourth Plan, . 

The Committee suggest that the programme for establishing 
growth centres, recommended by the Fourlh Plan Working Group 
on Small Scale Industries, should be fully integrated with the scheme 
ef. Rural Industries Projects and implemented as an integral part of 
an overall national programm~ of rural industrialisation, 

The Committee generally agree with the idea that large villages 
Or small towns should be taken as the focal points for rural indus-
trialisation, 

The Committee feel that the success of any programme of rural 
industrialisation depends largely on the right selection of industries. 
Tiley are of the view that manufacturing activity in rural areas must 
be either predominantly from local materials or predominantly but 
not exclusively for local use. 

The Committee suggest that the programme of rural industriali-
sation should lay special emphasis on the development of agro-indus-
tries which would cover not only industries concerned with the pro. 
cessing of agricultural products including animal husbandry, horti-
culture, poultry, etc. but also the manufacture of inputs required for 
apicultural development, such as, agricultural implements, improv-
ed tools, persian wheels, composite fertilisers etc. 



y 
CONCLUSION 

78. One of the biggest problems facing the country is of finding-
productive employment for the unemployed, ,particularly for those 
living in rural areas. . The magnitude of the problem is dear from the' 
fact that the Fourth Plan is starting with a backlog of 1% million un~ 
employed and the labour force is expected to increase by another 53 
million within a decade. It is believed that nearly two-third of '~he 
unemployed and of the new entrants to- the labour force belong to the 
rural areas. In fact, even urban unemployment is largely the result 
of the drif:: of workers from villages to the large towns and cities du'e 
to lack of adequate work oppor1unities in rural areas. . . 

It is understood that top 20 per cent of the agriculturists own 75'2 
per, cent of the to~al agricultural lands in the country leaving only ~. 
per cent to be shared among the remaining 80 per cent. Further th~ 
SOper cent of land owners at the bottom own no mOre than 2'7 . p~ 
cent of the total agricultural land. This underlines the urgency of 
previdiDg productive labour particularly for agriculturists wi~ 
meagre Or no land holding so as to afford agricultural economy some 
relief from being over-loaded with excessive labour. It is, therefore, 
imperative to open up on an extensive scale non.agricultur.-l avenues 
of~mployment for the teeming lmder-employed and unemploye;cl 
labour force in rural areas. 

It is acknowledged on all hands that no solution to the problem 
6f mass unemployment and underemployment in the villages is 
offered by the creation of a few centres of capital intensive industria] 
activity in the large metropolitan areas of the country; This aspect 
apart,' the migration of large masses of the unemployed to the cities 
creates serious socio-economic problems--excessive strain on civic 
amenities and growth of slums with their unhygienic and unhealthy 
living conditions. Moreover due to lack of adequate' employment 
opportunities, the more energetic and the intelligent· among rural 
youngmen feel tempted to migrate to urban areas-thus leaving the 
rural areas poorer in efficient manpower: The large metropolitan 
centres provide no stimulus to the transformation of the rural econo-
my. On the contrary, they tend to drai~ them of talent, enterprise 
and the opportunities of ~tarting up new activities. ' 

'I'he Committee feel that the most practical solution to the PI'O-
Ide,1Il af rural unemployment and the lP'Ow1h ef a DeW healthy rural 

73 
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:society, is to generate avenues for employment on a decelnralisei 
scale in'the villages. The Committee realize that the task is edre. ... 
Iy a complicated one, as it involves a number of factors and agencies; 
hut they feel that it is imperative lor the Government to make Ceg-

-certed and co-ordinated efforts in this direction. 

The Commit'ee suggest that small towns and large villages sheuli 
be taken as the focal points for rural industrialisation, and develo,-
ed as growth centres. These growth centres, apart from providia, 
-employment to the expanding rural labour force, would also functiell 
.as frontier check posts of migration from rural areas. 

The Committee need hardly stress that an extensive programme 
~f developing agricultura,l processing, forest and animal based indus-
tries can be sustained only by stepping up agricultural production as 
well as the production of horticultural. dairy, forest, fish and other 
:similar items. They suggest that rural industrialisation should be 
viewed as part of a larger programme of establishing a composite 
agro-industrial economy. They visualise that in such an economy the 
industrial sector would function as an adjunct to the agricultural 
sector so that complementary forces whim hasten the rate of growtl. 
~ the rural economy as a whole are generated. While the industrial 
sector will support the agricultural sector by buying, the raw mate-
rials produced in the agricul.:ural sector, the agricultural sector will 
'Support the industrial sector by buying commodities produced in tit_ 
industrial sector. Increased activities in both the sectors would thus 
lead to increase in employment opportunities. 

The Committee feel that raising the productivity and quality of 
village industries is an essential pre-condition for stabilising village 
industries. As now, village industrial products should not be identi-
fied with crude products. The Committee commend the adoption of 
a pragmatic approach to the question of technological changes iQ 
rural industries. The Committee need hardly emphasise that UIl-

economic and outmoded methods of production cannot be sustained 
artificially witb subsidies for an indefinite period. If village indus-
uies are to survive their te(:bniqucs of production must be improvctl 
and modernized so that pr.oductivity and quality may be improved. 

The Committee have dealt with the existing organisational ar-
rangements for the development of rural industries in Chapter II. 
They are of the view that it is necessary totRke a unified view of the 
entire problem of rural industrialisation. They feel 'that under the 
present arrangements, the various all-India bodies-the Khadi ... 
Village Industries Commission, the All India Handloom Board, the 
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Centtat Silk Board, the Coir Board, the Handicrafts Board and the 
Small Scale Industries Board-are not always a'le to take su.:h a 
view because ea~h of them is necessarily cOll1ditioned to look at the 
probfems from the standpoint of the needs and interests of the indus-
tries falling within its specific sphere. Moreover, the Khadi and Vil-
lage Industries Commission has certain iaeological reservations and 
inhibitions. As sueh, it may not be thel suitable orgamsation fer im-
plementing the programme of rural industnalisation--covering all 
rural industrieS and the entire rural areas. The Connnittee strongly 
feel that an essential pre-requisite for formulating and implementing 
a really meaningful integrated programme of rUral industrialisation 
is the setting up of an effective adlninistrative or at least co-ordinat-
ing machinery for its formulation and proper implementation. They 
would like the Government to examine the pr&blem without delay 
and devise a suitable! machinery to ensure that schemes or prog-
rammes for rural industrialisation are fomulated in: an integrated 
manner and are implemented faithfultyin the field. The Committee 
would also like to stress t~ n~essity of treating the development 
of this sector as a separate programme with a separate allocation of 
funds. 

NEW DELm; 
April 22, 1966. 

---
Vaisakha 2, 1888 (Saka). 

248 (Aii) LS-6. 

ARUN CHANDRA GUHA, 
Chairman, 

Estimates Committee. 
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APPENDIX IV 

(Vide Para 63) 

Statement showing Statewise Expenditure on Rural Industries PrQil'cts 
for the period 1962-65 and anticipated expenditure for 1965-660 

(Rso in lakhs) 

States/Union Territories 1962- 1963- 1964- Total 
(1962-

65) 

1965-66 
(Anticipa-

ted) 
1 

A. States 

I. Andhra Pradesh 

2. Assam 

3. Bihar. 

4. Gujarat 

5· Jammu and 
Kashmir 

6o Keralao 

7· Madhya Pradesh 

8o Madras 

9. Maharashtra ° 

10. Mysore 

II. Orissa 

12o Punjab 

13· Rajasthan 

14. Uttar Pradesh 

150 West Bengal 

Total (A) 

63 64 65 
(Actuals) (Actuals) (Actuals) 

-----
2 3 

0·16 

0°09 

0°55 

0°11 4°95 

0 ° 19 6083 

0 018 4°35 

2 °50 73°42 

82 

4 

4°75 

0 ° 2 3 

15°81 

13°06 

10°00 

7°39 

5 

12027 

21 °13 

13. 19 

21 0 26 

11°92 

234°54 

6 

23°00 

13·00 

22 0 88 

22°13 

II °49 

32 0 60 

15°80 



83 

1 2 3 4 5 6 
-----_ ... 

B. Union TerritJries 

.6" Himachal Pradesh 0"06 1 "64 3"87 5"57 5"05 

17" Manipur' 0"97 3"06 4"03 2"05 

18" Tripura 0"08 1 "64 1 "72 2"71 

19" Goa 1"39 3"95 5"34 7"85 

Total (B) 0"06 4"08 12"52 16"66 17"66 

G rand Total (A) & (B) ;2"56 77"50 I71"I4 251 "20 296"52 



'APPENDIX V 

Summary of Conclusions/Recommendations 

Serial Reference to 
No. Para No. of 

the Report 

1 2 

I 4 

Summary of Conclusions/Recommendat:om 

3 

: Tl].e. Committee note with concern that m spite 
of a decade and a half of planning the country is 
still' faced with the problem' of vast and increas-
ing unemployment in the villages which consti-
tute the base of the nation's economy and its 
democratic framework. The . Committee realize 
the importance of the efforts made by Govern-
ment to relieve unemployment in villages 
through its programmes of, rural works, rural in-
dustrialisation etc. Considering however, that 
the backlog of unemployment has increased from 
5.3 million at the commencement of the Second 
Plan to about 12 million at the end of the Third 
Plan and that nearly two-third of the unemploy-
ed are believed to live in the villages, it is evi-
dent that the efforts so far made have been far 
from adequate to make any impression on the 
problem. of rural unemployment. With an esti-
mated increase of 53 million in the labour force 
during the Fourth and Fifth Plan periods, the 
bulk 01. which will inevitably come from the 
villages, the problem will soon acquire a vast and 
unprecedented magnitude. The Committee, 
therefore, cannot overstress the need for urgent 
measures to provide gainful employment to the 
fast expanding labour force in rural India. 

The Committee agree with the view that 
neither agriculture, nor largescale industry, nor 
even both of them together, can absorb the grow-
ing number 01. the unemployed and under-em-
plbyed in the villages. They feel that only a 
well thought 'out and comprehensive program-
me of decentralized industry in the rural areas, 
implemented with drive, sincerity and a sense 
of paramount. urgency, can ptovide an effective 

r 



1 2 

2 15 

3 

answer to the -vast problem of rural unemploy-
ment. The Committee, therefore, urge Govern--
ment to give their serious attention to this mat-
ter and take speedy and effective measures to-
formulate and execute in the field a well co-
ordinated programme o'f rural industrialization. 
They would also like to stress that the program-
me of rural industrialization should be clearly 
distinguished from the programme of industria-
lization in the urban areas with a separate alloca--
tion of funds. 

The Committee regr~t to note that although-
the need for greater coordination between the 
various Boards and agencies. concerned with 
the implementation o'f the programmes of village-
and small industries has bee~ felt for a long time, 
no effective measures in this direction have been. 
taken so far. 

. They are particularly distressed to note that 
the -Rural Industries Planning Committee has 
not succeeded in bringing aIDout any coordinated 
implementation of the prograriune even though it 
was originally intended to be 'responsible for not 
only formulation and direction o'f overall policy 
relating to rural industrialisation and securing 
necessary coordination between the various 
relevant agencies, but also for assisting the State 
Governments in carrying out the programmes. 
The Committee are broadly in agreement with the-
view of the Fourth Plan Working Group on 
Khadi & Village Industries that no impact has 
yet been made on rural industrialisation by the 
Rural Industries Planning Committee and the-
intention set out by the Planning Commission: 
has not been fulfilled. 

The Committee endorse the view expressed in 
the Third Five Year Plan that it is necessary to 
take a unified view of the entire problem of rural 
industrialisation. They regret that this valuable 
policy statement has not b8eJ;l. implemented so 
far. They need hardlys1;:ress that under the exist-
ing arrangements the various Boards are not 
always able to take _ such a vi~w because each pi 
Ulem is necessarily conditioned to look at th.e 
problems from the standpoint of the needs and 
interests of the industry falling within its specific 
sphere. The Committee strongly feel that an 
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essential prerequisite 'for the success of a really 
meaningful programme of rural industrialisation 
is the setting up of an effective machinery for 
implementation in one administrative Ministry. 
They would like the Government to examine the 
problem in all its ramifications without deia-y 
and devise a suitable machinery to ensure that 
schemes or programmes for rural industrialisation 
are formulated in an integrated manner and are 
implemented 'faithfully in the field. 

The Committee- note that while the financial 
outlays, envisaged in the Third Five Year Plan, 
have been fully achieved in the case of khadi and 
village industries, the expenditure on the other 
industries in the decentralised sector, viz., hand-
loom, sericulture, coir, handicrafts and small 
scale ind1lStries, is likely to fall considerably 
short of the Plan targets. They also note that 
these shortfalls are _ generally attributed to the 
national emergency. The Committee are unable 
to appreciate why the cuts necessitated by the 
emergency should hit some industries and not 
others. The Committee are not quite convinced 
with the plea o'f emergency for justifying such 
heavy cuts (of about 30 per cent) on the pro-
grammes for .the development of rural industries. 
The Committee are constrained to observe that 
there is a tendency to attribute every deficiency 
in the implementation of the programmes to the 
national emergency. This apprehension is fur-
ther confirmed -by the fact that while the gene-
ral instruction was to impose a cut o'f 10 per cent 
in the overall expenditure of the Government, 
the weakest sector of the economy intended to 
give benefit to the weak2st section of the people 
should be subjected to 30 per cent or even higher 
cuts. In this connection, the Committee cannot 
help stressing that this sector of industries is a 
labour intensive and very quick yielding sector 
not requiring any long gestation period, and as 
such any cut on this sector should have been im-
posed with the greatest caution. 

The Committee would like the Government to 
ascertain the actual reasons for the shortfalls in 
expenditure during the Third Plan period in 
respect of the handloom, sericulture, coir and 
handicrafts industries; assess the precise effects 
of the shortfalls on the development of each in-
dustry; and take suitable measures during the 
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4 30 

5 35 

6 35 

7 35 

Fourth Plan period to make up the deficiencies· 
suffered by these industries as a result of the 
earlier cuts in the developmental expenditure. 

The Committee would also like to urge the 
need for effective Central guidance and coordina-
tion between the concerned agencies at the Cen-
tre and in the States to ensure that the develop-
ment of the various industries which together 
constitute the 'village and small industries' group 
proceeds uniformly in all the States in accord-
ance with the targets and programmes envisaged: 
in the Five Year Plans. 

The Committee feel that considering the high. 
expenditure on the khadi and village industries· 
programme, the benefits accruing through this 
programme in terms of production and employ-
ment have not been very impressive. They con-
sider it essential that the programme should not 
be too heavily dependent on Government grants-
and subsidies. In this connection the Committee 
would also like to invite attention to the obser-
vations made by the Public Accounts Committee 
in Chapter I of their 49th report on Khadi and' 
Village Industries Commission. They would like 
to urge the Government to modify and revitalize-
the programme in the light of the detailed find-
ings and suggestions made by the Evaluation 
Committee on the Intensive Area Scheme (1964) 
and the Fourth Plan Working Group on Khadi 
and Village Industries. 

As regards the working of the Ambar Charkha 
programme, the Committee would like to refer 
to the observations made by the Public Accounts 
Committee in para _ 5. 100 o'f their 49th report. In 
the light of the unhappy experience of the Ambar 
Charkha pro/V"amme, the Committee suggest 
that the Khadi & Village Industries Commission-
should proceed cautiously in introducing its new 
model charkha. They feel that it would not be 
proper to launch a massive drive for introduC-
tion o'f the new charkha in the villages without 
making sure of its efficiency and making ade-
quate arrangements for imparting training in the' 
new device as well as for its servicing. 

The Committee would also like the Commis-
sion to arrange field trials for the new spinning 
machine and improved looms that have been: 
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recently developed by the Rehabilitation Indus-
tries Corporation, Calcutta. If the machine is 
found useful, arrangements may be made for its 
manufacture and distribution in rural areas. 

The Committee are happy to note the steady 
progress that has been made by the handloom in-
dustry both in regard to production and provi-
sion of expanding opportunities of employment 
in th.e rural areas. They attach great importance 
to the development of this industry which is the 
biggest employer in the country after agricul-
ture. 

The Committee feel that there is considerable 
scope for improving both quality and produc-
tivity in the handloom industry through the use 
of Detter techniques, improved looms and ap-
pliances and new designs. They would like the 
Government to intensify their efforts in this 
direction_ In particular, they would suggest the 
setting up of Weavers' Service Centres in each 
State which does not have such a centre at pre-
sent. Sub-units of the main centres should also 
be established in places where there is a con-
centration of handlooms_ 

39 The Committee regret to note that quite often 
a poor handloom weaver is a victim of exploita-
tion by a rich and clever middleman who sup-
plies yam, arranges sizing, calendering, dyeing 
and even sales for the weaver who in such a case 
becomes more or less a wage earner. The Com-
mittee feel that the Government should draw a 
phased programme to enable the weaver to 
enjoy the fruits of his own labour and to function 
as a really self-employed man. For this the Com-
,mittee suggest the Government to take effective 
interest· in arranging all these facilities exten-
sively. 

10 39 Efforts should be made to step up the exports 
of handl'ooms through extensive publicity as also 
by offering suitable incentives to the exporting 
agencies; .~ 

.:I I 42J1'he ; Coffimittee' note that little progress has 
been made so far in improving the quality and 

1. I f pl'odutti'vity of mulberry. They urge that this 
,:, aspect should receive· greater attention and 
" -.' effocts shoo.ldbe made to extend the area of cul-

ti~atioh 'unde!' rrtulberry J ' " 
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The Committee feel that efforts to improve the 
techniques of P!oduction in the silk i.ndust~ need 
to be considerably augmented and mtensIfied so 
that it may be possible to bring down the costs 
of production through increased productivity. The 
Committee need hardly stress that if the silk 
industry is to successfully meet the growing 
competition of synthetic fibres, no efforts should 
be spared to organise it on scientific lines. 

The Committee feel that sufficient attention 
has not been paid so far to the designing of im-
proved appliances and machines that could have 
brought about an improvement in the producti-
vity of the artisans engaged in the silk industry 
as well as in the quality of their products. The 
Committee urge that this deficiency should be 
removed and suitable arrangements made· for the 
manufacture of improved appliances and machi-
nes for silk production and for the demonstration 
of such machines and appliances in rural areas. 
Arrangements should also be made for the sup-
ply of these machines and appliances to rural 
artisans on reasonable and easy terms. 

The Committee feel that, the absence of basic 
data regarding employment, production, etc. in 
the handicrafts sector is a major lacuna the r~­
moval of which is a neceSsary pre-condition for 
any meaningful planning for the development of 
handicrafts. 

The Committee consider that there is considera-
ble scope for the expansion uf exports in handi-
crafts, specially by· ensuring quality control, pro-
vision of raw materials (particularly imported 
ones), credit and otller ~!vices to exporters of 
handicrafts, securing orders from abroad and 
greater publicity with a view to the development 
of new markets. They urge that efforts in these 
directions should be .intensified. 

'~. ; '., .p : 

• r OM, '1 

~e Committee. wo1d.d 'suggest that thorough 
reVlew 'of the w»rkU1g of the Handicrafts Board 

. may be' undertaken by . GOVernment with a view 
to effectotlgltnisational imprpvements. 
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19 45 

20 

21 51 

The Committee regret to note that no serious-
effort has been made to develop the coir industry 
in States like Madras, Maharashtra, Mysorer 

Orissa and West Bengal where rural unemploy-
ment is rather heavy and where the availability 
of the requisite raw material in ample measure 
would appear to indicate good potentiality for 
the growth of this industry. They hope Govern-
ment would soon make up this important lacuna 
in their coirdevelopment programme. 

The Committee note that the present method 
of coir extraction is rather crude and tends to" 
repel people to take to that profession. The 
Committee, therefore, also suggest that vigorous 
efforts should be made to manqfacture within the 
country and popularise simple and cheap machi-
nes for the mechanised extraction of coir fibre so" 
that workers engaged in the coir industry may 
be able to earn more and a larger number of peo-
ple in the various States may be attracted towards 
the industry. 

The Committee would like the Government to 
intensify measures for stepping up the export of 
coir and coir products. 

The Committee have commented on the work-
ing of the Planning Commission's Rural Indus-
tries Projects Programme and made some speci-
fic suggestions on the scope and content of rural 
industrialisation in Chapter IV~ They would like 
to record here that although the need for dev£-
lopment of small scale industries in rural areas 
has been recognised for a long -time, there has 
hardly been any visible progress in this direction. 
The Committee are constrained to observe that 
beyond enunciating the princiole of decentralisa-
tion, Government have done little else to trans-
late the principle into practice. 

The Committee regret to note that even the 
modest scheme for providing credit facilities to 
rura1 artisans to the extent of Rs. 30,000 per com-
munity development block has not been iinple-
mented in many of the States. Cons;dering fhat 
the Centre contributes 2/3rd of the amount ear-
marked for purposes of advances under the State 
Aid to IndustrIes Acts, and is also responsible 
for the coordination of the State Aid to Industries 
scheme, the Committee feel that the Central 
Government should have ensured that the credit 
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needs of rural artisans did not remain unattend-
ed to for want of interest or efforts on the part 
of State Governments. The Committee need 
hardly emphasise that the non-availability of in-

'stitutional credit in the rural areas is one of the 
greatest difficulties impeding the progress of 
rura'! industrialisation, as in the absence of insti-
t.utional credit, the rural artisans find it impossi-
ble to free themselves from the clutches of the 
usurious village money-lenders and middlemen. 
They would like the Government to devise a 
comprehensive scheme for making institutional 
credit facilities available . to rural artisans and 
take positive measures to enlist the cooperation 
of the State Governments in this behalf. The 
Committee note that under a scheme of the Re-
serve Bank loans are made available at compara-
tively lower rates to agriculturists. They recom-
mend that the feasibility of extending the scheme 
to .cover grant of loans at lower rates to rural 
artisans so as to encourage rural industry may be 
examined. In this connection, the Committee 
would also like to invite the attention of the Gov-
ernment to the recommendations contained in 
para 80 of their 99th Report (Third Lok Sabha) 
on the Ministry of Food, Agriculture, Community 
Development and Cooperation. 

The Committee have noted in para 81 of their 
99th Report (Third Lok Sabha) on the Ministry 
of Food, Agriculture, Community Development 
and Cooperation that a uniform policy has not 

• ,been followed in various States in regard to set-
,ting up of common facility centres/rural work-
shops., Thus, while .Mysore has as many as 312 
such centres I workshops and Andhra has 281, Bihar 

. has only 2 and Assam and Maharashtra only one 
each. The Committee would like to reiterate that 
the committee of officers which is currently eva-
luating the working of the common facility cent-
res will take note of these disparities and suggest 
suitable remedial measures. 

The Committee note that as against the orIgI-
nal proposal of having at least one cluster type 
training centre in each district, only 200 such 
centres have been set up sO far. Further, 94 of 
th~e 200 centres are located in Uttar Pradesh, 
whIle many States do not have even one such 

.. centre. The Committee fail to appreciate th1s 

248(AU) LS-7. 
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great disparity in setting up of cluster type train-
ing centres. They are also unhappy to observe 
that the centres have not served the objective of 
pro~ding proper ~nd use~ training to ~al 
artisans. In this connectIon, the CommIttee 
would also like to invite the attention of the 
Government to the findings and recommendations 
contained in para 114 of their 98th Report 
(Third Lok Sabha) on the Ministry of Food, 
Agriculture, Community Development and Co-
operation. The Committee feel that Government 
should undertake a thorough review of the work-
ing of the scheme with a view to identify its 
basic weaknesses and take necessary remedial 
measures. 

The Committee would also like to record that 
although the community development scheme 
of rural industrialisation has been in operation, 
in one form or another, for more than a, decade, 
it has failed to achieve any tangib1e resu!l.ts. In 
fact, the scheme has all along been in a :fluid .state 
due to frequent modifications of its content and 
scope. The experience of this scheme also under-
lines the need of close coordination between the 
Central and State Governments and the various 
all-India Boards and their respective field diga-
nisations. 

The Committee are concerned to note that out 
of the 120 intensive and pre:.intensive areas which 
have been established under the Khadi & Village 
Industries Commission's 'Intensive Area Scheme 
since the inception of the scheme in 1954, on'ly 
64 are functioning as full-fledged intensive areas, 
and that, in general, the developmental activities 
under the scheme are confined to one or two 
villages in each area. Considering the unimpres-
sive results obtained from the intensive area 
seheme, the Committee would like Government 
to identify the shortcomings of the scheme and 
take remedial measures. In particular, the COm-
mittee would like the Government to consider 
how best the Intensive Area Scheme of the Khadi 
& Village Industries Commission could be inte-
grated into an overall and well-coordinated plan 
of rural industrialisation. Government should 
also decinp thp most appropriate agency for its 
execution in the field keeping in view _ the fact 

----------------------'-----
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that the effective implementation of a scheme of 
this type involves close coordination between 
vari'Ous governmental and semi-governmentnl in-
stitutions. 

The Committee note the progress made in the 
Rural Industries Projects in regard to the setting 
up of new industrial units and the J!eneration of 
new employment opportunities. They would 
like to urge, however, that considering the mag-
nitude of rural unemployment which at the end 
of the Third Plan is estimated to be of the order 
of about 8 million (See Chapter I) and the fact 
that the labour force in the rural areas· is growing 
at the rate of three million a year, the generation 
of 32,000 of employment oportunities during the 
Third Plan period is hardly a matter for grati-
fication. 1 
Th~ Committee regret to note that although 

the Rural Industries Projects Programme was 
l~unched in the middle of 1962, the actual im-
plementation of the programme started as late 
as 1964-65 because of delays on the part of the 
State Governments in finalising the surveys of 
the areas and' setting utt the necessary admi-
nistrative machinery.· The Committee would 
like to recall that under the Rural Industries 
Project Programm,e, as. originally formulated, 
the Rural .QWU$t.ries Planning Committee was 
BOt only res~~- fOl"- 'formulation of policy' 
8Jid- 'neeessaTy cowdina.-tiQD' but was also ex-
pected to set up; the 'n~~ establishment for 
impl~ing the pro~e'. They are dis-
tresed to obB.erve that, il;l _ practice, the Rural 
Industries Planning Committee has been rather 
helplessly dependent on the State Governments 
for the implementation of the programmes. 

The Committee feel doubtful whether the 
Planning Commission is really the proper body 
for the eJreCution of a programme of this nat~re 
as the Commission lacks administrative authOrIty 
and in the absence of such authority it can scar-
cely be expected to secure effective co-ordination 
between th.e various governmental and smi-gov-
ernmental authorities at the Central and State 
level whr.>se activities have a direc~ or indirect 
bearing on the question of rural industrialisation. 
!he ~r"mmittee hope that Government will look 
mto che matter and decide what should be the -------
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proper agency at the Centre to take ('harge of a 
comprehensive programme of rural industrialisa-
tion. The Committee suggest that care should 
be taken to vest the central agency with sufficient 
power to secure coordination among theconcernecl 
agencies of the Centre ~ States at policy fram-
ing as well as at the field-level. The Committee 
cannot too strongly urge that the familiar pheno-
menon of well-intentionedsehemes getting bogged. 

. down in cross purposes or failing to make progress 
for want of coordination should not be repeated. 

72 The Committee are concerned to note that 
there has been heavy shortfall in the utilisation 
of, work sheds in rural industrial estates in the 
Third Plan period inasmuch as out of the 647 
completed sheds at the end of March 1965, 284 
sheds or about 44 per cent remained. unoccupied. 
Moreover, they cannot but feel distressed· over 
the fact tha~ although the rural industrial estates 
scheme was initiated in 1956, at the end of near-
ly a decade the rural estates have provided. em-
ployment to only 806 persons and the total an-

. nual 'Production of the 2S estates is no more than 
Rs. 731akhs. 

The Committee are constrained to dbserve that 
these ~tates appear to have been constructed 
indiScriminately without prior assessment of 
the industrial potential and availability of other 
iequisite facilities in' these" areas. The whole 
scheme has been pro~ssedfn a most unrealistic 
manner. The Committee suggest that attempts 
should be mad~ to utilise the vacant sheds either 
by removing the handicaps and providing proper 
facilities or by finding alternative use for the 
sheds. 

The Committee would urge that concerted 
steps should be taken to remove the bottlenecks 
which have been experienced in the setting up 
of rural industrial estates. 

The Committee' need hardly stress that in 
future rural indu~,trial estates should be set up 
only' after conducting a thorough survey of the 
prospective areas to ascertain their potentiality. 
They feel that rural ;,ndustrial estates have the 
best chance of success in the Rural Industries 
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Project Areas where certain basic facilities ne-
cessary for industrial activity exist or are likely 
to be created sooner than in other areas. They 
would, therefore suggest that the programme of 
rural estates should be fully integrated with the 
a!bove mentioned programme of Rural Indus-
tries Project Areas. 

The Committee sug-gest that the programme for 
establishing growth centres, recommended by 
the Fourth Plan Wor~in", Group on Small Scale 
Industries, should be fully integrated with the 
scheme of Rural Industries Projects and imple-
mented as an integral part of an overall national 
programme of rural industrialisation. 

The Committee generally agree with the idea 
that large villages or small towns should be 
taken as the focal points for rural industrialisa-
tion. 

The Committee ,feel that the success of any 
nrogramme of rural industrialisation deJM!nds; 
largelv nn the ri/!ht selection of industries. They 
are of the view that manufacturing activity in 
rural areas must be either predominantly from 
local materials or predominantly, but not exclu-
sively, for local use. ' 

The Committ,ae suggest that the prollTamme of 
rural industrialisation should lay special em-
phasis on the development of agro-industries 

. which would cover not onlv industries concerned 
with the processing of a,!!1"icultural and forest 
products including animal husbandry. horticul-
ture, poultrv. etc., but also the manufacture of 
inputs required for agricultural development, 
such as. aj!ricultural implements. improved tools, 
persian wheels, composite fertilisers, etc . .. 

One of the biggest problems facing the coun-
trv is of finding productive emploYment for the 
unemploved. particularly for those livin(! in rural 
areas. The ma)tnitude of the problem is clear 'from 
the fact that the Fourth Plan is starting with a 
hacklo/! of 12 million unemploved and the labour 
force is expected to increase bv another 53 mil-
lion within a decade. It is believed that near-
ly two-third of the unemployed and of the new 
entrants to the labour force beloh/! to the rural 
areas. In faet, even urban unemployment is 

E ----==: .. 2 __ =. __ ._ . 
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largely the result of the drift of workers from 
villages to the large towns and cities due to lack 
of adequate work opportunities in rural areas. 

It is undsrstood that top 20 per cent of the 
agriculturists Qwn 75'2 per cent of the total 
agricultural lands in the country leaving only 
25 per cent to be shared among the' remaining 
80 per cent. Further, the 50 per cent of land 
owners at th~ bbttom Qwnnot more than 2' 7 
per 'cent of lhe total agricultural land. This un-
derlines the urgency of providing productive 
labour particularly for agriculturists with meagre 
or no lan:d holdint! so as to afford agricultural 
economy some relief from being over-loaded 
with excessive labour. It is, therefore, impera-
tive to open up on an extensive scale non-agri-
cultural avenues of employment for the teeming 
under-employed and unemployed' labour force 
in rl,lral areas, 

The' Committee feel that the most practical 
solution to the probl~m of· rural unemployment 

.:and the growth ofa Dew' healthy rural society, 
. ,is ttl. generate . avenues lfor" employment on a 
decentralised 'sc~lein the villages. The Com-
mittee realize that the task is e~tremely a com-

o pliocated"Olle,as it i!1vol~ a number of factors 
ana.:ageneies; but tney feel that it is imperative 

'. for· the Government to make concerted and co-
, oJ1dinated efforts·in this' dii'ec.tion. 

The C'ommitte~ suggest that small towns and. 
large villages shQuld be taken as the focal points 
for. rural industrialisation, and developed as 
wowth centres. These growth centres, apart· 
from providi.ng employment to the expanding 
rural labour force, would also function as fron-
tier check posts of migration from rural areas. 

The Committee need hardly stress that an ex-
tensive programme of developing agricultural 
processing, forest and animal based industries 
can be sustained only by stepping up agricultural 
production as well as' the production of horticul-
tural, dairy, forest; fish and, other similar items. 
They suggest that rural industrialisation should 
be viewed as part of a lal'ger programme of 
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establishing a composite agro-industrial econo-
my.They visualise that in such an economy the 
industrial sector would function as an adjunct 
to the agricultural sector so that complemen-
tary forces which hasten the rate of growth of 
the rural economy as a whole are generated. 
While the industrial sector will support the agri-
cultural sector by buying, the raw materials 
produced in the agricultural sector, the agricul-
tural se~tor will support the industrial sector by 
buying commodities prDduced in the industrial 
sector. Increased activities in both the sectors 
WDuid thus lead to increase in employment oppor-
tunities. 

The CDmmitt~ feel that raising the producti-
vity and quality of village industries is an essen-
tial pre-condition for stabilising village indus-
tries. As nDW, village industrial products 
should not be identified with' crude products. 
The Committee commend the adoption of a prag-
matic apprDach to the question of technDlogical 
changes in rural industries. The Committee 
need hardly emphasise that uneconomic and 
.outmoded methods of production cannot be sus-
tained artificially with subsidies for an indefinite 
period. If viUage industries.are to survive their 
techniques of productiDn must be improved and 
modernized so that productivity and quality may 
be improved. 

The CDmmittee have dealt with the existing 
organisatiDnal arrangements for the development 
.of rural industries in Chapter II. They are of 
the view that it is necessary to take a unified. 
view .of the entire prDblem of rural industriali-
sation. They feel that under the present arrange-
ments, the various all-India bodies-the Khadi 
& Village Industries Commission, the All India 
Handloom Board. the Central Silk Board, the 
Coir Board, the Handicrafts Board and the Small 
scale Industries Board-are nDt always able to 
take such a view because each of them 1s neces-
sarily conditiDned tD 10Dk at the problems frDm 
the standpoint .of the n~eds and interests of the 
industries falling within its specific sphere. 
Moreover, the Khadi and Village Industries Com-
mission has certain ideological reservations and --_. __ ._--
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inhibitions. As such, it may not be the suitable 
organisation for implementing the programme of 
rural industrialisation-covering all rural indus-
tries and the entire rural areas. The Committee 
strongly feel that an essential pre-requisite tor 
formulating and implementing a really meaning-
ful integrated programme of rural industrialisa-
tion is the setting up of an effective administraive 
or at least co-ordinating machinery for its formu-
lation and proper implementation. They would 
like the Government to examine the problem 
without delay and devise a suitable machi-
nery to ensure that schemes or programmes 
for rural industrialisation are formulated 
in an integrated manner and are imple 
mented faithfully in the field. The Committee 
would also like to stress the necessity of treating 
the development of this sector as a separate 
programme with a separate allocation of funds. 
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. Considering the high expenditure on the 
Khadi and village industries programme, the 
benefits accruing through this programme have 
not been very impressive. It is essential that 
the programme should not be too heavily depen-
dent on Government grants and subsidies. 

In the light of the unhappy experience of the 
Ambar Charkha programme, the Khadi and 
Village Industries Commission should proceed 
cautiously in introducing its new model charkha. 
It would not be proper to launch a massive 
drive for introduction of the new charkha in 
the villages without making sure of its effiCiency 
and making adequate arrangements for impart-
ting training in the new device as well as for 
its servicing. 
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There has been heavy shortfall in the utilisa-
tion of work sheds in rural, industrial estates. 
Attempts should be made to utilise the vacant 
sheds. In future, rural industrial estates should 
be set up only after conducting a thoroughly 
survey of the prospective areas to ascertain their 
potentiality. 

GMGIPND-ISL-.2t8 (Ail) LS-28- 4-68-1,185. 
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