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INTRODUCTION 

1, the Cha,irman, Estimates Committee, having been authorised 
by the Committee to submit the Report on their behalf, present this 
Nineteenth Report on the Ministry of Industrial Development 
.(Department of Industrial Development)-Industrial Licensing. 

2. The Committee took evidence of the representatives of the 
Ministries of Industrial Development (Department of Industrial 
Development), Defence (Department of Defence Supplies), Finance 
{Department of Expenditure, Department of Economic Affairs and 
Department of Banking), Foreign Trade, Petroleum and Chemicals 
(Department of Petroleum and Department of Chemicals), Steel and 
Mines (Department of Steel and Department of Mines), Cabinet 
Secret3riat (Department of Cabinet Affairs), Department of Company 
AHa· rs, Department of Electronics and Planning Commission on the 
18th to 21st January, 1972. The Committee wish to express their 
thanks to the Officers of these Ministries etc. for placing before them 
the material and information which they desired in connection with 
the examination of the subject and for giving evidence before the 
Committee. 

3. The Committee also wish to express the'r thanks to Shri N. D. 
Sahukar of the All India Manufacturers' Organisation, Bombay, Shri 
Sanjoy Sen, President, Indian Engineering ASSOCiation, Calcutta and 
Shri S. S. Kanoria. President, Federation of Indian Chambers of 
Commerce and Industry, New Delhi for furnishing Memoranda tn 
the Committee and also for giving evidence and making valuable 
suggestions. 

4. The Committee also wish to express their thanks to all the 
Assoc'ations and Bodies of Trade and Industry and individuals who 
furnished memoranda on the subject to the Committee. 

fi. The Report was considered and adopted by the Committee on 
the 2L;t April, 1972. 

v) 



(vi) 

6. A statement showing the analysis of recommendations/conclu­
sions contained in the Report is also appended to the Report 
(Appendix VII). 

NEW DELHI; 
April 25, 1972. 

Vaisakha 5, 1894 (Saka). 

KAMAL NATH TEWARI. 
Chairman, 

Estimates Committee. 



PART I 

INDUSTRIAL LICENSING POLICY 



CHAPTER I 
INTRODUCTORY 

A. Inroduction and Background 

Industrial Policy. Resolution 1956 

1.1. The Industrial Policy of the Government of India continues 
to be governed by the Industrial Policy Resolution of the 30th April, 
1965 which had, in the wake of Second Five Year Plan, replaced the 
Policy enunciflloted in the earlier porcy Resolution of the 6th April, 
1948. Referring to tbe acceptance by Parliament in December, 1954 
of the socia.list pattern of society as the objective of Social and 
Economic Policy, the Resolution stated: 

"In order to realise this objective, it is essential to accelera te 
the rate of economic growth and to speed up industria lisa­
Lon and, in particular, to develop heavy industries and 
machine making industries to expand the public sector, 
and to build up a large and growing co-operative sector. 
These provide the economic foundations for increasing 
opportunities for a gCilinful employment and improving 
living standards and working conditions for the mass of 
the people. Equally, it is urgent, to redu::e (li~parities 

in income and wealth which exist today, to prevent 
private monopolies and the concentration of economic 
power in different fields in the hands of ·.,ma,ll numbers of 
individuals. Accordingly, the State will progressively 
assume a predominant and direct responsibility for setting 
up new industrial undertaking and for developing trans­
port facilities. It will also undertake State Trading on 
an increasing scale. At the same time, as an agency for 
planned national development, in the context of the 
country's expanding economy, the private sector will have 
the opportunity to develop and expand. The principle of 
co-operation should be applied wherever possible and a 
steadily increasing proportion of the activities of the 
private sector developed along co-operative lines." 

1.2. The Resolution classified industries into three categories. The 
first category of industries enumerated in scheljulc 'A' to the Reso­
lution included industries the future development of which would 
be the exclusive responsibility of the State. "All new units in these 
industries, save where their establishment in the private sector had 

S8oLS-2. 



"I -
already been approved, will be set up only by the State. This does 
not preclude the· expansion of the existing privately-owned units or 
the possibility of the State securing iie co-operation of private 
enterprise in the establis..'lment of new units when the national 
interest so requires. . Whenever co-operation with private 
enterprise is necessary, the St9te wiII ensure either through majority 
participation in the capital or otherwise, that it has requisite 'Powers 
to guide the policy and control the operations of the undertaking." 

1.3. The second category-Schedule 'B'-consisted of industrres 
I4which will be progressively State-owned and in which the State 
will, therefore, generally take the initiative in establishing new 
undertakings, but in which private enterprise will also be expected 
to supplement the effort of the State." The State will increasingly 
ests.blish new undertakings in these industries, while "at the same 
time private entef?rise would have the opportunity to develop in 
this field, either on its own or with State participation." 

1.4. All the remaining industries were placed in the third ca tegory. 
The Resolution expected that their development would be under­
taken "ordinarily through t..'le initiative and enterprise of the private 
sector, though it will be open to the State to start any industry 
even in this category." It was emphasised that the State would 
"hcilitate and encourage the development of these industries in the 
private sector in accordance with t..~e programmes formulated in 
the successive Five YeaT Plans ... " It was mentioned that in 
suitable cases, the State might grant financial assistance to the private 
sector but such aSiiistance "especially when the amount involved is 
substantial, will preferably be in the form of participation in equity 
capital, though it may also be in part in the form of debenture 
capita1." 

1.5. The complementary nature of the private and public sectors 
was emphasised in the Resolution and it was repeatedly mentioned 
that the categories did not imply any water-tight compartments. 
Possibilities of over-lapping as well as a great deal of dovetailing 
between industries in the private and public sectors were envisaged 
and it was stated that it will be open to the State to start any industry 
not included in Schedules 'A' and 'B' to meet the requirement of 
planning or for other important reasons, while private units might, 
in appropriate cases, be permitted to "produce aln item falling within 
Scheduk! 'A' for meeting their own requirements or as by-products." 

1.6. The policy of supporting cottage and village and small-scale 
industries was emphasised and the instruments in use for thi~ 
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purpose such as restricting the volume of production in the large­
scale sector, differential} taxation and direct subsidies were mention­
ed. It was also recognised that it was necessary to improve the com­
petitive strength of the small-scale producer and various measures' 
for that purpose we~ suggested. The importance of progressively 
reducing the disparities in levels of development between different 
regions was stressed and measures for achi~ving a balanced industrial! 
development among different Ifegions were indicated. 

1.7. The primary objectives of the Industrial Policy Resolution! 
of 1956 may be summariERd briefly as follows:-

(a) Acc.eleration of the rate of economic growth and the' 
speeding up of industrialisation, and, in particular, the:­
development of heavy and machine building industries; 

(b) Prevention of undue concentration of wealth in a smanr 
section of the population; 

(c) Reduction of disparities in levels of development betweena 
different Ifegions; 

(d) Protection of the. small scale rector; and 

(e) Encouragement of the cooperativ~ sector. 

Industries (Development & Regulation) Act, 1951. 

1.8. The Industries (Development and R'2gulation) Act, 1951 was; 
enacted by Parliament as an instrument designed to provide the' 
Central Government with the powers and means to implement the­
Industrial Policy of the Government. Taking into account the prin­
ciples enuncia,ted in the Industrial Policy Resolution of 1948, the Act 
provided for the development and regulation, by means of registra­
tion and licensing by Central Government, of industries specified in' 
the First Schedule of the Act. The Act came into force on the 8th­
M3Y, 1952. In 1953, Government acqui~~d, by an amendment to the' 
Act, powers also to cause investigation to be made into the afiadrs 
of any industrial unit and to take over it:; management, if it was 
running in a manner highly detrimental to the industry concerned: 
or the public interest. Certain short-comings such a,s those relating 
to licences for s..ltifting, manufacture of new articles and for "carry­
ing.on-business" were also removed. Although the Industrial Policy 
as re·enunciated in 1956 contemplated a number of important changes 
in the approach to the problems of industrial development, no signi­
fic')nt amendment was made to the bas;c provisions of the Act such 
as those relating to Industrial Licensing. The only substantial 
amendment was the addition of some industries in the First Schedule 
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-of the Act and their arrangement in a more ra1'onal manner. These 
industries were those mentioned in Schedules 'A' and 'B' of the 1956 
Resolution which were not in the F:rst Schedule of the Act .. earlier. 

1.9. The important provisions of the Industries (Development and 
Regulation) Act, 1951 as amended from time to time are as follows: 

(i) All tbe existing industrial undertakings in the schedule>d 
industries have to be registered with the Government 
within a prescribed period; 

, 
(ii) No new industrial unit can be e·.:;ta-blished or substantial 

expansion to existing plants made or manufacture of 
'new article' taken up without a licence from the Central 
Government; 

(iii) The Government can order an investigation in respect of 
any sc.heduled industry or undertaking if, in its op:nion, 
there hC'.IS been or is likely to be an unjustifiable fall in 
the volume of production in the industry or undertaking 
or if there is a marked deteriorat'on in quality or an in­
crease in price for which th'2re is no justification; a 
similar investigat!on can al'30 be ordered in respect of any 
industrial undertaking being managed in a manner hi ghly 
detrimental to the industry concerned or the public 
interest; 

(iv) In the event of an industry or undertaking not carrying 
out the directions issued afte:' such an investigaLon, the 
Government may take over its manageffi'~nt; 

(v) For the purpose of advising the Government on matters 
concerning the development and regulaLnn of the sche­
duled industries, the Act provides for the setting up of a 
Central Advisory Council representing owners, employt'rs, 
consumers and certain other cl8sse3 including primary 
producers; 

(vi) The major instrument envisaged under the Act for esta­
blishing the necessary liaison between the public and 
private sectors and for ensuring that private industry 
conforms more and more to the pl&nned pattern of deve­
lopment is the institution of Development Councils; 

(vii) Central Government can regulate supply. distribution 
pr:(r~ etc. of the products of scheduled Industries. 
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Exemptions under Section 29B oj IDRA 

1.10. According to the provisions of the Industries (Develop­
ment and Regulation) Act, 1951, the industrial undertakings pertain­
ing to industries included in the First Sc.!'!edule then~to are subject 
to regulation and control by Central Government by means of 
registration and licensing. Section 29B of the Act provides that 
"if the Central Governm~nt is of opinion, hwlng regard to the 
smallness of the number of workers employed or to the amount 
invested in any industrial undertaking or to the dc·.;irability of en­
couraging small undertakings generally or to the stage of dewlop­
ment of any scheduled industry, that it would not be in public 
interest to apply all or any of the provisions of t..'-lis Act thereto, it 
may, by notification in the Official Gazette, exempt, subject to such 
conditions as it may think fit to impose any industrial undertaking 
or class of indU'3trial undertakings or any scheduled industry or 
clalSs of scheduled industries from the operation of all or any of the 
provisions of this Act or of any rule or order made thereunder." 
Under this Section, Government have been notifying exemptions 
from the licensing and other provisions of the Act. At a given time, 
the prevailing eXemptions from the requirement of licensing etc. 
under the Act represent the licence-free area available to industry. 
This licence-free area has been rC'3tricted or liberalised by policy an­
ll'<1uncements of Government from time to time to meet the exi­
genci~s of a' new situation or in pursuance of the various objectives 
enunciated in the Industrial Policy Resolution of 1956 which con­
tinues to remain the basic document on industrial policy of the State. 

1.11. The general exemptions under Section 29B of th'2 Act were 
first announced by Government by a notification issued on the 26th 
February, 1960. The change made in the exemptions from time to 
time are indicated below in chronological order: 

16.2.1960. Industries employing less than 100 workers and 
which had fixed assets not exc~ding Rs. 10 lak.hs in value 
were exempted from the licensing provisions of the Act. 

13.1.1964. All undertakings, other than undertakings pertain­
ing to coal, textiles and roller tlour milling industry, oil 
&2ed crushing, vanaspati, leather and matches having fixed 
assets not exceeding Rs. 25 lakhs in value were also 
exempted from the licensing provisions of the Act. 

1966-68. During the period from 1966 to 1968 Government 
issued orders exempting a number of industries from the 
licensing provisions of the Act. These industrie:; were 
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'such as did not involve any substantial import of compo­
nents or raw malterial. The industries in respect of which 
protection to the Small and Cottage Industries was of 
importance were, howev~r, not de-licensed. 

"1.966. In the year 1966, with a view to facilitating fuller utilisa­
tion of installed capacity, Government announced that 
licensed or registered industriatl undertakings would be 
free to diversify their production upto 25 per cent of the 
licensed or registered capacity without the formality of 
obtaining an industrial licence subject to certain condi­
tions, such- (i) no additional plant and machinery was 
installed except minor balancing equipmel).t procured 
indigenously (ii) no additional expenditure of foreign 
exchange was involved, (iii) the items into which the pro­
duction is diversified were not reserved for the Small Scale 
Sector. 

1967. In December, 1967, Government announced that if the 
industries into which diversification of production has 
taken place 'Were priol-:!ty industries, import of raw 
material could be allowed for diversification in those indus­
tries. The industrial undertakings were also permJtted 
to expand their production upto 25 per cent of the licensed 
eapacity subject to the condition that (i) no additional 
plant and machinery was installed except minor balanc­
ing equipment procured indigenously; (ii) no additional 
expenditure of foreign exchGJtlge was involved; and (iii) 
extra production did not occasion any additional demand 
for-searce indigenous raw materials. 

Hazari Committee Report 

1.12. Though Industrial Licensing under the Industries (Develop­
ment and Regulation) Act, 1951 has been in force since 1952, the 
fil'St SlPPl'aisal of licensing attempted was by the Industrial Develop­
ment Procedure Committee (Swamigathan Committee) appointed in 
September, 1963. This Committee submitted its final report on the 
18th March, 1964. The Committee, however, confined itself to licens­
ing procedures and allied matters. An inquiry into the role and 
purpose of Licensing Policy as an instrument of industrial planning 
in an industrial environment which had changed considerably since 
the enactment of the Industries Act, was entrusted for the first time 



7 
J 

to Dr. R. X. Hazari of the University of Bombay who was appointed 
an honorary consultant in the Planning Commissi.on in July, 1966 for 
the purpose. The study had two objectives:-

(i) To review the operation of licensing under the Industries 
Act broadly over the last two Plan periods and more closely 
over the last six-seven years, including the Qrderly phasing 
of licensing with reference to targets of capacity. 

(ii) To consider arid suggest in the light of the present stage of 
economic development, where and in what directions modi­
fications may be made in the licensing policy. 

1.13. Professor Hazari submitted an Interim Report in December, 
1966. One of his conclusions was that the ,large and medium-sized 
Business Groups enjoyed a higher ratio of approval in licensing appli­
cation as compared to others and that their share in the investment 
applied for and approved had tended to rise over the period and that 
this was specially true about certain Business HQuses. These Indus­
trial Houses, according to Prof. Hazari, tended to pre-empt 1icensable 
capacity in many industries and, by not following through it, took 
advantage of the foreclosure of markets and economic resources. One 
of his salient recommendations was that the Planning Commission 
should specify the major priority areas and lay down fresh estimates 
of aggregate, sectorial and industry-wise requirements, consistent with 
o,verall plan and availability of resources. This exercise, according to 
Prof. Hazari, would enable the Planning Commission to know in ad­
vance the implications of various lags and leads in different areas and 
thereby to suggest the corrective action that is necessary and lor to 
modify the individual targets. Having indicated the priorities and 
selected a few basic industrieslprojects which qualify for them, Gov­
ernment should, Prof. Hazari suggested, undertake to pre-empt foreign 
exchange and rupee resources and arrange tQ provide key physical 
resources. like power, transport and land for their benefit. There was 
11 discuss;on on this Report in the Rajya Sabha on the 22nd May and 
1st June, 1967, during which the Minister of Industrial Develop­
ment made an anno,uncement that Government would appoint a 
Committee to go into the basic questions regarding the functioning 
of the licensing system and any advantages obtained through it by 
some of the Larger Industrial HQuses .• 

1.14. Dr. Hazari submitted his final Report in September, 1967. 
The analysis of Licensing Policy and frame-work as well as the major 

·R:Jjya~a·)ll Debates, Volume LX, No~. r-'l.22ndMay_Ist June, 1967, page I591• 



8 

recommendations made in the final Report were substantially the 
same as in the Interim Report. The recommendations relating to tax 
and credit policy and measures to reduce the concentration of econo­
mic power had, however, been further elaborated. 

Industrial Licensing Policy Enquiry Committee 

1.15. In pursuance of the assurance given by the Minister of In­
dustrial Development in the course of the debate on the Interim Re-" 
port of Prof. Hazari in Rajya Sabha in May, 1967, Government ap­
pointed on the 22nd July, 1967 "an Expert Committee to inquire into 
the working of the industrial licensing system during the past 10 
years", under the Chairmanship of Prof. M. S. Thacker. Later, 
Shri M. S. Thacker resigned from the Committee and Shri Subimal 
Dutt was appointed to succeed him as Cha~rman and he joined the 
Committee on the 4th May, 1968. The name of the Committee was 
also later changed to "Industrial Licensing Policy Enquiry Commit­
tee" (Dutt Committee). The terms of reference of the Dutt Com­
mittee were set out as follo:ws:-

II (i) To enquire into the working of the industrial licE-nsing 
system in the last ten years with a view to ascertaining 
whether the larger industrial houses have, in fact, secured 
undue advantage over other applicants in the matter of 
issue of such licences; and if they have received a dispro­
portionately large share oJ such licences, whether there was 
sufficient justification for this; 

(ii) to assess to what extent the licences issued to the larger 
industrial houses have been actually implemented and 
whether the failure to do so has resulred in pre-emption of 
capacity and the shutting out of o,ther entrepreneurs; 

(iii) to examine to what extent the licences issued have been in 
consonance with the policy of the Government as laid down 
in the Industrial Policy Resolution of 30th April, 1956, 
particularly in regard to the regio,nal dispersal of industr­
ies, the growth of small scale and medium industries and 
the policy of import substitution. 

The Committee will also inquire whether, and if so how far. 
the policies followed by specialised financial institutions, 
such as the Industrial Finance Co.rporation and the Indus­
trial Credit and Investment Corporation of India in advanc­
ing loans to industries have resulted in any undue prefer­
ence being given to the larger industrial houses." 



1.16. The Committee submitted its Report in July. 1969. It cover­
ed a very wide field and included subjects like Industrial Licensing, 
Concentration of Economic Power, the role of the Larger Industrial 
Houses and the Joint Sector concept besides the functioning of the 
specialised financial institutions. 

1.17. Some of the major recommendations of the Dutt Committee 
accepted by the Government as summarised as under:-

(a) Government accepted the recommendation for the consti­
tution of a 'core' sector and announced a list l' ~ industries 
that would comprise that sector. (AppenJ;" I. Schedule 
III). The Planning Commission was entrusLc1 with the 
responsibility of framing detailed industry plans for in­
dU3tries in this sector. Though the Dutt Committee 
t~ought that such detailed plans should be cL'awn up for a 
period of 15 years, Government felt thut it was not practi­
cable to pl:m for such a long period in the context of 
rapidly changing techn~logy and conditions and that the 
plans should be drawn up for the period of the Fourth 
Plan, but keeping in view the projections for the Fifth 
Plan. 

Government decided that, apart from the 'Core Sector'. ind;'fj­
dual investment propositions oj over Rs. 5 crores should be 
treated as being in the 'heavy investment sector.' Govern­
ment announced that the L3rger Industrial Houses as wen 
as foreign concerns (i.e. Companies of which over 50 per 
cent paid-up capital is held by non-residents) would be 
expected to channelise their energies. reilources and 
expertise primarily in the 'Core' and 'heavy invest­
ment' sectors leaving the opportunitir.~s in other fields 
to the smaller entrepreneurs. However, in th~se sedors, 
public enterprises might be set up if warranted in the light 
of the Industrial Policy Resolution or otherwise. En­
trepreneurs, other than tho.se belonging to the Larger 
Houses and foreign concerns might also apply and would, 
in fact, receive preferential consideration provided the pro­
posals were technically sound and feasible. 

(b) Government accepted the criteria for classification of 
'Houses' adopted by the Committee. 

The suggestion that all the delicensed industries should be re­
licensed was accepted and implemented so as to secure a 
better control over attempts at concentration 0,£ economic 
power. The exemption limit was, however, raised from 
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Rs. 25 lakhs to Rs. 1 crore subject to certain conditions 
relating to foreign exchange. This exemption would r.ot 
apply to Larger Industrial Houses, foreign concerns and 
dominant undertakings. These categories of entrepreneurs 
would have to apply for a licence irrespective of the value 
of the fixed assets of the undertaking. In the middle sec­
tor applications other than those from these specified 
categories would be granted liberally. Government also 
abolished the "banned list" altogether so as to facilitate 
grant of licences to smaller entrepreneurs. For the same 
reason undertakings. other than those belOtllging to the 
specified categories, as well as those with fixed assets upto 
Rs. 5 crores could undertake substantial expansion by 
Rs. 1 crore by way of fixed assets provided certain con­
ditions were satisfied. This was an improvement in libera­
lisatiM in the middle area over what was suggested by the 
Dutt Committee. Similarly. the raising of the exemption 
limit to Rs. 1 crore as against Rs. 25 lakhs as suggested by 
the Dutt Committee was also positive measure of liberali­
sation in favour of the smaller entrepreneurs. Though the 
Dutt Committee h:ld suggested the automatic rejection of 
applications from the Larger Industrial Houses and foreign 
concerns in this sector, Government felt that a total and 
automatic ban was not necessary as this might not only be 
deemed to be discriminatory but might result in certain 
remote areas not getting industrialised though these 
Groups might be willing to invest in such ~reas which 
other parties might not be willing to so invest. Positive 
preference, however, would be giv'f1 to the smaller and 
medium entrepreneurs, who would be given licenses 
liberally. The expansion of industrial unit~ belonging to 
these categories might be allowed if this was in the in­
terest of cQSt efficiency or if a substantial export obligation 
was furnished. Such cases would be decided by Govern­
ment on merits. 

(c) Government accepted the recommendations of the Dutt 
Committee regarding reservaticm of industries for the small 
scale sector and also enlarged the list of industries reserv­
ed for the small scale sector (from 47 items to 128 items 
now). This list was put on a statutory basis as distinct 
from its enforcement through the system of banned list 
previQusly. 

(d) Government accepted the concept of 'joint sector' in prin-
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ciple. Details in this regard were worked out by the De­
partment of Banking. 

The Public Sector was also proposed to be expanded and 
quick yielding short-gestation projects taken up. It was 
decided that public financial institutions in the same 
manner as private enterprises. Government accepted that 
the Public financial institutions would have option to con­
vert loans granted to private entrepreneurs into equity. In 
so far as past cases were concerned, such option could be 
exercised in cases of default. 

(e) Government examined the recommendations regarding 
procedural reforms with a view to streamline the licens­
ing system and issued necessary gUidelines to the Licens­
ing Committee as well as to the Licensing authorities. 
Government also appOt!nted a Commission of Inquiry to go 
into the lapses, improprieties and irregularities committed 
by some of the Large Industrial Houses as brought out by 
the Report. 

1.18. The recommendations of the Dutt Committee with which the 
Gcwernment were unable to agree are summarised below:-

(i) The Committee recommended that detailed industry plans 
for the core sector should be drawn up for a period of 15 
years. Government, however, considered that it would not 
be practicable to plan fQr such a long period in the con­
text of rapidly changing technology and conditions. 

(ii) The Comm:tt~e recommended that the Larger Industrial 
Houses and foreign concerns should concentrate in the core 
sector. While Government accepted this recommendation, 
they also decided that apart from the 'core' sector, indivi­
du.:tl investment propositions of over Rs. 5 crores should be 
treated to be in the heavy investment sector and the 
Larger Industrial Houses and fo,reign concerns should be 
allowed to participate in this sector also. 

(iii) The Committee recommended to continue the exemption 
limit upto Rs. 25· lakhs. Government, however, raised the 
exemption limit from Rs. 25 lakhs tQ Rs. 1 crore subject to 
certain conditions relating to foreign exchange etc. 

(iv) The Committee suggested automatic rejection of applica­
tions from the Larger Industrial Houses and foreign con-
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cerns in th~ middle secto,r. Government felt that a total 
and automatic ban was not necessary as this might not only 
be deemed to be discriminatory but might result in certain 
remote areas not getting industrialised though these 
Groups may be willing to invest there. Larger lndustrial 
Houses and foreign Companies would be allowed m the 
middle sector if it was in the interest of cost efficiency or 
developing the undertakngs to the minimum economic size 
or if it was in the interest of export promotion. Positive 
preference, however, would be given to the smaller and 
medium entrepreneurs, who would be given licence­
liberally. 

(v) The Committee recommended a ban on further invest­
ments in industries whose growth was considered undesir­
able fo.r a period of time, such as non-essential luxury 
goods, which would mak~ large drafts on scarce resources. 
Government felt that it would be neither practicable nor 
desirable to r~strict the further production of luxury arti­
cles in the country. They considered that apart from pre­
paring :l Jist ('.f "uch commodities, which would be extr~me­
ly difficult in itself, any restriction would tend to place 
producers nf ~;"", commodities in ::l very disadvantageous 
position. In L,eir opinion, if consumption of luxury articl­
es was to be discouraged, the appropriate means to bring 
this about should be heavy taxation and exercise measu!"­
es rather than curtailment of production. 

(vi) The Committee also recommended ::Irea bans to avoid con­
centration of industries in big cities and metropolitan areas. 
Instead of placing any ban on the s,!tting up of industries 
in such areas. Government decided to take certain positive 
measures with a view to ensuring development of indus­
trially backward regions and areas which are likely to ac­
celerate the pace of industrial development in the back­
ward and remote areas. 

1.19. After consideration of recommendations of the Dutt Commit­
tee and also those of the Administrative Reforms Commission and 
the Planning Co,rn.mission and various other aspects of Licensing 
Policy, Government decided to modify their Licensing Policy "to ac­
celerate the pace of industrial development but at the same time b 
avoid concentration of economic po:werand provide adequate op,por­
tunities and scope to medium small entrepreneurs." The policy that 
finally emerged is held to be a "compromise between the necessity for 
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greater Lberalisation on the one hand so as to encourage the deve­
lopment of small and medium entrepreneurs and the need for regu­
lation and control on the other hand, of certain special categories of 
undertakings like Larger Industrial Houses, Foreign CO)1cerns etc." 

B. Industrial Licensing Policy in Force 

1.20. Every non-Government industrial undertaking existing at 
the commencement of the Industries (Development and Regul:ltion) 
Act (i.e., on the 8th May, 1952) is required. under section 10 of that 
Act, to be registered with the Central Government. Section 11 of 
the Act prohibits the establishment of any private undertaking 
except under and in accordance with a licence issued by the C~ntr~~1 
Government. Under Sections llA and 13 (d) and (e) of the A~t. 
licence is necessary for undertaking the manufacture of a new article 
or for effecting substantial expansj,on or for shifting the undertck:ng 
to a new location. Section 29B of the Industries Act, however, em­
powers the Government to exempt from the operation of all or any 
of the provisions of the Act any industrjal undertakinglscheduled in­
dustry or class of industrial undertakingslscheduled industries. Based 
on the recommendatio,ns of the Industrial Licensing Policy Inquiry 
Committee (Dutt Committee) and other bodies accepted by Govern­
ment.. a new industrial licensing policy was announced by Govern­
ment in February, 1970 which was radically different from the pre­
viau3 licensing policy of the Government. Under the new policy, 
the area of exemptions from the licensing provisio'1s of th~ Industr­
ies Act has been expanded subject to certain conditions. The exemp­
tions are, however, generally not applicable to cert~lin c1a~f,es of in­
dustrialists, namely, "Larger Industrial Houses" (these have been 
identified). foreign comp3nies or branches or subsirHaries of foreign 
companies and dominant undertakings (as definp(l in Section 2 (d) 
of the Monopolies and Restrictive Trade Practices Act). The exemp­
tions allowed and the conditions thereof are summarised briefly in 
the following paragraphs:-
Licence for New Units 

1.21. In reg;lrd to proposals for setting up new l1ndertakings re­
quiring licence under section 11 of the Industries Ac~, the exemptions 
are laid down in the Ministry of Industrial Development Notification 
No. S.O. 7131JDRA129B17011 dated 19th February, 1970 (Appendix I). 
According to this Notificl'I,tion, all industrial undertakings which hwe 
or propose to have fixed a;sets in land, bui1d~ngs, p]ant~ and machinery 
not exceeding ('Ine croie are exempted f"on1 the licen:;ine: require­
ment,;; of the Industries Act, subject to the bllowing conditions:-

(1) Larger Industrial Houses, foreign majority companies, 
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dominant undertakings and undertakings related to indus­
tries listed in Schedule I to Notification, will have to take 
out an industrial licence in all cases. 

(2) In case of undertaki,'ngs other than those regarded as Oil' 

small scale (i.e. where the unit has or proposes to have· 
fixed assets in plant and machinery not exceeding Rs. 7.5 
lakhs), an industrial licence is required to be obtained: 

(a) by categorie5 of entrepreneurs/industries mentioned 
in (1) above; 

(b) if the u:ndertaking is related to any of the industries' 
listed in Schedule II to the Notification (Small Scale' 
Sector) ; 

(c) if the undertaking is related to any of the industries 
listed in Schedule III to the Notific.3tion (Core S:-!:-tor); 

• (d) if it requires foreign exchange more than the equiva­
lent of:-

(i) rupees five lakhs or ten per cent of the additional 
fixed as:;ets by way of land, building and machin­
ery, whichever is higher, for the import of machill­
ery ana equipment; or 

(ii) ten per ce.1t of the ex-factory value of the annual 
produ2tio:1 of ??l a:ticle in any year, after three 
years of the commeDC'ement of production, for 
the import of components to be u:ed in that arti­
cle; or 

(iii) five per cent of the ex-fa;?tory value of the annual 
production of an article in any year or rupees five 
lakhs, whichever is les:;, for the import of raw 
materials (excluding steel and aluminium) to be 
used in that article. 

Substant;aZ Expansion 

1.22. According to Section 13(d) of the Industries Act, an indus­
trial licence is necessary for effecting any 'substantial expansion' of 
a licensed or registered industrial undertaking. The Expl1anation to' 
--------.,~-.--- -----_._---

.A~ am!nd<:~ hy Mi 'i~:ry orIn iu~[riaJ Dev:Jopme:l[ N" ifie for. N<'. S.O. fI:KDRA 
29D!71 flO t1;; cc' 21-7-1 s: o. 
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the Section defines 'subsiantial expansion' as "expansion of an exist­
ing industrial undertaking which substantially increases the produc­
tive capacity of the undertaking, or which is of such a nature 185 to 
amount virtually to a new industrial undertaking, but does not in­
clude any such expansion as is normal to the undertaking having 
regard to its nature and the circumsta,nces relating to such expan­
sion". Section 23 of the Act provides that if, for the purpose of the 
Act, any question arises as to whether there has been a 'substan­
tial expansion' of an industrial undertaking, the decision of the 
Central Government thereon shall be ftnal. At present expansion 
without a licence is permissible upto an extent of 25 per cent of the 
registered/licensed capacity subject to certain conditions, namely, 
(i) no additional plant and machinery is installed except mi,nor bal­
ancing equipment procured indigenously and (ii) no additional ex­
penditure of foreign exchange is involved and the extra productio;n 
does not occasion any additional demand for scarce raw materials. 
A copy of Press Note dated 18th July, 1970 is at Appendix II. 

1.23. The Estimates Committee had, in their Ninth Re}:ort (Fourth 
Lok Sabha), recommended that the term "substantial expansion" 
appearing in Section 13 of the Industries (Development and Regula-
1 Ln) Act might be clearly defined in terms of percentage. This re­
commendation was reiter,ated by them in their Seventy-Ninth Report 
(Fourth L0k Sabha). On being asked to indicate their final view in 
this regard, Government have stated that the recommendatio;n of 
the E"timates Committee for dearly defining of 'substantial expan­
~ion' in terms of percentage has been noted ,:ll1d that it is being con­
ddered alongwith other proposals for amendment to the Industries 
(Development and Regulation) Act, 1951. 

1.24. The Committee reiterate the recommendation made in their 
Ninth and Seventy-Ninth Reports (Fourth Lok Sabha) that the term 
'substantial expansion' referred to in the Industries (Development 
and Regulation) Act, may be clearly defined in terms of percentage 
so as to introduce a certain amount of definiteness in the applica­
tion of the relevant provisions of the Act to individual cases. 

Relaxwtion affected in Janwlry, 1972 

1.25. According to the Press Note issued by Government on let 
January, 1972, (Appendix III), industrial undertakings in 54 speci­
fied industries are allowed to take adv~ntage of rationalisatiO:1 of 
production patterns and modernisation of equipment. Industrial 
undertakings in these industries lic€',nsed for a certain capacity on 
the basis of one or two shift working would be allowed an increase 



in their licensed caVacJty on the basis of maximum utilisation of plant 
and machinery and in other cases the undertakings have bee:n al­
lowed to expand upto 100 per cent of the licensed or registered capa­
dty including the 25 per cent free expansion already allowed previ­
ously to them. 

1.20. This relaxation is, howe.ver, not allowed in regard to the 
production of goods which have been '2xclusively reserved in the 
small scale sector. 

1.27. The relaxation will also not apply automatically to the 
Larger Industrial Houses and the foreign concerns who will have 
to apply to the Ministry of Industrial Developmc.1Ut for being .allow­
ed an expansion. Such application will, it is Etated, be considered 
by a Task Force which will dispose of the applications on considera­
tions of 'public interest-keeping in view also the requirements of the 
MRTP Act.' According to the information furnished by the Mlnis­
ter of Industrial Development in Lok Sabha in response to a ques­
tion on the 22nd March, 1972, the Task Force has started receiv­
ing applications only from 8th March, 1972 and upto 16th March, 
1972, 8 applications had been received a:nd these are under considera­
tion by the Task Force. 

1.28. The Committec welcome the relaxations announced by Gov­
ernment 011 the 1st January, 1972 for fullcl' utilisation of installed 
capacities by taking advantage of l'ationdisation of production and 
moderni<;ation of equipment in 54 specified industrie:.. Thcy. how­
ever, feel that unless systematic follow-up action is taken in pursu­
ance of Government's announcement to help estabHshed units to pro­
duce up to their installed capacity without undue re'>trictions the rate 
of growtll of industrial d('velol:ment may not come tip as rapidly 
as desired. The Committee therefore recommend that simple and 
streamlined procedures a.nd modalities may be evolved to give effect 
to these relaxations and decisions in individual cases may be taken 
swiftly, so that production is maximised in as large a number of 
industrial units as possible and within a short time. Since it is only 
when there is a climate of ea ... y availability of basic raw materials 
including ferrolls :>nd roon-ferrous metals that inrlustries can be ex­
pected to get into full swing of production, the Committee would 
like Govenlment to make arrangements for promptly meeting the 
increased raw material demand of industrial units wishing to take 
advantage of the new policy. The Task Force ~ppojnted to process 
uo;es for explmsion under the new policy should, in this context, 
give immediate attention to the applications of such industrial 
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'undertakings as arc engaged in the production Or manufacture of 
materials which, in tum, are required for the manufacturing opera­

'tions of other industries, more particularly the small scale industrial 
'units. . . 
Licence for Substantial E;rpansion 

1.29, Exemption of licensing requirement under Section 13 of the 
"Industries Act in respect of .proposals . .for substantial expansiOi:l1. are 
'laid 'doWn in the Ministry of Industl!i~l D~velopment Notification 
No. S,O. 912!IDRA!29Bi70i3 dated 28th February, 1970 (Appendix 
IV). The Notification provides that all registered or lic@sed indus­
·trial undertakings which have fixed assets in liand, building, pl~;nt 

and machinery in value not ~xceeding Rs. 5 crores can carry out sub­
stantial expansion (Le. expansion beyond 25 per cent of their regis­
·tered or licensed capacity) without tak~ng out an industrial licence 
'therefor, subject to the foJ.)owing conditions:-

(1) the categories of entrepreneurs ,and industries mentioned 
in para 1.21 (2) above (namely, Larger Industrial Houses, 
foreign majority companies, dominant undertakings, 
undertakings related to industries listed in Schedules I to 
III to the Notification and proposals involving foreign ex­
change beyond a -certain limit) will require licence before 
sub:;tantiul expansion can be· carried out. 

(2) if the value of fixed assets of an undertaking after sub­
stantial expansion exceeds. atatny' stage, Rs. 5 crores, 
licence will be necessary for carrying out the expansion. 

(3) licence will be nece~sary if the aggregate value of the 
substantj,91 expansion (whether in one or more stages) 
under this exemption exceed~ Rs. one crore. 

Licence for New Article 

1.30. As for dive.rsificatio;n of production (i.e. production or manu­
"facture of new article) by a registered <or . licensed undertakings, 
Ministry of Industrial Development Notification No. S.O. 2443/IDRA/ 
29B/70/5 dated lath July. 1970 (Appendix V) exempts from the re­
'quirement of licensing under section llA of the Industr"fes Act, all 
such undertaking~ subject,.to the following.cO}lcHtions:- , 

(1) Undertakings belonging to or controlled by any Larger 
Industrial House or foreign-majority.,Company will have-

!580LS-3. 
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to obtain a licence before they undertake manufacture of 
a new article. 

(2) licence will be necessary if the new artiel!,! proposed to­
be manufactured is any of those listed in Schedule I, II 
(Small S~ale Sector), III (Core Sector) or IV (Public 
Sector). 

(3) undertakings registered or licensed for an industry in the 
Core Sector will have to take out a licence if they pro­
pose to manufacture a new article eve.n if it is outside the 
Core Sector. . . 

(4) licence will be necessary if th\., new .article t.o be manufac­
tured exceeds 25 per cent of the registered or lice,ns(·ci 
capacity (by value) of the undertaking. 

(5) undertakings with tot31 asset"s in land buildings. plant and 
machinery exceeding Rs. 5 crores will require licence be­
fore they can undertake the manufacture of a new article. 

(6) undertakings proposilng to m:mufClcture a new article 
"other than those which belong to allied lines of manufac­
ture, namely; involving the same technological process as 
the article or articles for which the undertaking is regis­
tered or licensed" will have to take out a licence. 

(7) licence will be necessary if the manufacture of the new 
article would involve 'a;ny expenditure of foreign exchange. 
directly or indirectly. 

(8) if the manufacture. of the new article ilwolves installatio}l 
of. additional indigenou'5 machinery of advance Clxcceding 
10 per cent of the value of the total installed machinery 
or Rs. 10 lakhs, whichever is less, the production of new 
article will require a liceBce. 

(9) u:ndertakings producing le;s th:m 50 per cent of their 
existing registered or lice.lsed capacity will require a 
licence before they can undertake the m:mufacture of a 
new article. 

Main Featw'es of Policy 

1.31. The main fC':ltures of the new licen"'ing policy are stated to 
be as follows:-

(i) The exemption limit from licenstng provisions. including 



19 

licences of new undertakings and sUbstantial expansion of 
existing units has been raised from Rs. 25 lakhs to Rs. 1 
crore (by way of fixed assets in land, buildings and machi­
nery) provided certain conditions are fulfilled. 

(ii) The facility of expansion of production upto 25 per cent 
in the line of manufacture for which an undertaking is 
licemed has been continued, subject to the conditions as 
in the past (i.e. no additi·(mal plant and machinery is in­
stalled, except minor balancing equipment procured indi­
genously and no additional expenditure of foreign ex­
change is involved and the extra pro~uction does not occa­
sion any additional demand for scarce raw materials). 

(iii) Regi"tered or licensed industrial undertakings having fix­
ed assets not exceeding Rs. 5 crores would be exempted 
from indl)strial liceming, if they effect substantial expan­
sion involving a total further investment of Rs. 1 crore, 
whether in one stage or in more than one stage provided 
that the value of fixed assets after substanti,al expansion 
does not exceed Rs, 5 crores and certain other conditions 
are also fulfilled. 

(iv) The policy of diversification by way of manufacture. of new 
articles upto 25 per cent of the licensed or registered capa­
city without licence is being continued, though in future. 
Larger Industrial Houses ajnd foreign concerns will re­
quirea licence before further diveriOification is effected. 
Also, divcrsifkation without a licence in the case of others 
can only take place if no foreign exchange is involved and 
if the production is in allied lines of manufacture, Be­
sides, undertakings with fixed assets over Rs. 5 crores will 
also have to obtab1 a licence for diversification; 

(v) With the exemption limit for licensing having been raised 
to Rs. 1 erore and in view of other policy objectives sought 
to be achieved, the earlier exemptions of a number of 
industries from licensing requirements have been with-
drawn. 

(vi) Such of the industrial undertakings as are now exempted 
from the liccinsing provisions of the Act, would have to 
get themselves registered with the DGTD or any other 
concerned technical authority. The registration procedure 
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has been considerably simplified and in future, the process 
of registration would be automatic and mainly for statis­
tical purpoSes . 

(vii) Government have drawn up a list of 'Core Industries' 
consisting of certain basis, critical a,nd strategic industries 
in respect of which detailed industry plans would be pre­
pared and essential inputs provided on a priority basis. 
Care is being taken to ensure that an adequate proportion 
of foreign exchange is kept apart for non-core. i;ndustries 
also. 

(viii) In addition to the 'core sector' all new investment proposi­
tions of over Rs. 5 crores shall be deemed to be in the 
'heavy investment sector'. 

(ix) The 'Core' and the 'heavy investment sectors' of industry 
are subject to industrial licensijng and the Larger Indus­
trial Houses and foreign concerns, together with other ap­
plicants, would be. expected to participate in and contribute 
to the establishment of industries in those sectors leaving 
the opportunities in the remaining sectors primarily to 
the other classes of entrepreneurs. In the. middle sector, 
involving investments ranging from Rs. 7.5 lakhs to Rs. 5 
crores, licence applications of parties other than undertak­
ings belonging to Larger Industrial Houses etc. are being 
granted liberally, except where foreign exchange implic.a­
tions necessitate careful scrutiny. 

(x) Though the Larger indusLrial Houses and foreign con­
concerns are ordinarily expected to participate in the 
'Core' and 'heavy investment' sectors, applications for 
expansions from them in th2 middle sector would be con­
sidered favourably if such expansions are in the interest 
of cost-efficiency [or if the units are to be estabHshed in 
industrially under-developed areas J *. The Larger Indus­
trial Houses and foreign companies would also be licensed 
in the middle sector if a substantial export commitment 
of 60 per cent Or more of the new or additional produc­
tion is undertaken. The export obligation will have to 
be achieved within a period of 3 years. A similar safe­
guard of a high export obligation (a minimum of 75 per 
cent) has been provided in the ca'se of industries reserved 
for the small scale sector. 
--- ---- ,-------_.---------

.At th~ tim': of fac(u1iv~rification, the Ministry of Jndm:rial Development have 
po1ntcd out that the final decision on this question was yet to be taken. 
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The existing policy of reservation of industries for the 
small Ecale sector will be continued and the area of such 
reservations will be extended. 73 new industries have 
now been added to the reserved list (making a total 
number of 128 items) for the small scale sector. 

Capacity considerations will no longer be rigidly appli~d 
in the matter of industrial licensing. In the past certain 
items used to be put in the 'banned list' for licensing on 
the ground that adequate capacity had been licensed. 
This 'banned list' has now been given up permanently. 

(xiii) In respect of agro-industries, particularly undertakings 
processing sugar-cane, jute and other agricultural commo­
dities, preference will be given in licensing to applications 
from the co-operative sector. 

(xiv) The role of the public sector is sought to be re-oriented to 
cover major production gaps likely to develop in the 
economy, particularly in respect of short-gestation and 
quick yielding projects, including consumer industries 
and intermediates. 

(xv) Apart from the abov~ modifications in industrial licens­
ing policy, Government have also accepted in principle 
the joint sector concept and in future, it is intended that 
there would be greater participation in management, 
particularly at policy levels, by public financial institu­
tions in the case of major projects involving substantial 
assistance from such institutions who would be able to 
exercise option for converting loans into equity either 
wholly or partly within a specified period of time. 

Government expect that with the major policy decisions relating 
to industrial licensing explained above, there will be a substantial 
acceleration in the rate of industrial growth in the years to come, 
combined with the realisation of other important socio-economic 
objectives. 

Stability of Licensing Policy 

1.32. During eVidence of the representatives of Government, a 
point was made that the Industrial LicenSing Policy of Government 
has not been stable over the years and that was a great inhibiting 
factor for industrial growth. It was pointed out that with the ex­
)lerience of past several years for which the ayatem of industrial 
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licensing had been in force. we should have been able to evolve a 
policy which would have remained firm for some period of time, m 
that anybody who desired to ~tart an industry or to expand the' 
.existing industry, knew ahead of time what the policy of Govern­
ment was going to be, say, five years hence, regarding the industry 
that he was contemplating to set up. While agreeing that "as far as 
possible, our policy in the matter of industriali~ation and is issuing 
licences etc. should be a stable policy", the Secretary, Ministry of 
lndustrial Development stated: 

"But as time goes on, various circumstances develop. For 
example. in 1965-66 we had a terrific drought which com­
pletely upset not only our agricultural production but 
even our industrial production becam-e the consumer 
market had shrunk and various other requirements which 
are based on industry or agriculture were not there. In 
1966, we de-licensed industry with a view to give a fillip 
to industrial growth which had suffered a set-back on 
account of the earlier drought .... this new policy was 
followed for some years and Government found that the 
rate of growth by 1969 or so had come up to a sati,factory 
level. ... I am only submitting that in course of time 
certain unusual incidents take klbce .... I, for one, am not 
able to think of any (long term) policy which is able to 
take account of unusuaf circumstances like drought, war 
or things like that". 

1.33. Another point made by the Secretary, Ministry of Industrial 
Development was that it was difficult to visualise the changes taking 
place in the popular attitudes and thinking over the matter within 
the last three or four years, he stated, there had been a considerable 
change in the thinking about what kind of parties should or should 
not be given industrial licences. Besides, according to him, in a 
democracy, long term policy commitment by one Government was 
almost meaningless as succeeding Governments could always 
change it· The witness added: 

" .... any period that you name as a period during which there 
will be no change can only be a short period, say, three 
or four years or at the best you may say for a five year 
period there will be no change, but, considering that 
normally it takes 3 to 4 years for any major industry to 
to be ~et up, I doubt that any indication that there will 
be change for three to four years or even five years will 
be really of mueh help for a party in deciding whether 
he will go in a particular line or not." 
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Alluding to the libl~ralisation in the interest of maximum utilisation 
of existing capacities announced by Government on 1-1-1972 as a 
corrective to the falling rate of growth, the Secretary stated: 

" ... .in a situation like this to say that this policy will 
not change for 5 years or 10 years may not be to the good 
of the country. We can't say 'We have to declare such 
and such policy no matter what happens in between.' 
Situations ,1S tlwy arise, have got to be taken note of and 
they have been taken note of. The main basic objective 
is to increase the raie of industrial growth, not to bring it 
down .... " 

.:\.pUl't from this, the Secretary, Ministry of Industrial Development 
held that the industrial policy of the Government was enunciated in 
the Industrial Policy Resolution of 1956 and it has not undergone any 
change whatsoever. The changes were only in the means and ins­
trument of attaining the objectives contained in the Ind'ustrial Policy 
Resolution of 1956. 

1.34. The Committee agree that while unforeseen Circumstances 
or sudden developments in the economic field may call for temporary 
modifications of the Industrial Licensing Policy, they are driven to 
the conclusion that for sustained industrial growth it is imperative 
that industrial licensing procedures and policy should generally hold 
good for a reasonably long period, say a minimum of 5 years coincid­
ing with the Plan period. The Committee, therefore, suggest that 
the Central Government should formulate and 'annou~ee the Industrial 
Licensing Policy for the next Plan period well belore the commence­
",~nt of the Plan so as to attract most competitive applications 
for issue of licences on merit. The Committee need hardly underline 
j he fact that if procedures and policy are clearly and unambiguouslY 
announced it would make (or keener competition on merits 'and help 
t.o dispel any suspicion of policy being strained to favour any. indivi­
dua! firm or party. 

Limit of exemption from the requirement of licensing 

1.:35. During evidence a point was raised that, on account of a 
sizeable appreciation in the value of land and the, cost of construc­
tion of buildings, the exemptions limit of Rs. 1 crore would appear 
to be too low if the value of fixed assets included the value of land 
and buildings also. In this regard the Secretary, Ministry of Indus­
trial Development stated that the exemption li;nits were laid down 
only in February, 1970 and at that time "the price level of various 
commodities like land, buildings, machinery etc. were taken into 
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account while fi~ing this ceiling." Stating that "it will be a little' 
too early to enhance this limit now", he, however, assured that. 
"after two or three years, if it is considered necessary in view of the 
rise in prices etc., it witI be kept in view." 

1.36. It was represented to the Committee by a non-official orga­
nisation that the value of residential accommodation or housing 
colonies for workers should not be taken into account in computing, 
the:,~Q,1al assets for the purpO'se of exemption from the requirement of 
licensing; particulut:ly for manufacture of new articles where under­
takings were allowed to manufacture new articles without licence 
only if the value of their fixed assets (including land and buildings) 
did not exceed Rs. 5 crores. Asked to offer his reactions to the repre­
sentation; the Secretary, Ministry of Industrial Development stated 
during evidence that in the accounts of the companies usually the 
capital investment was sh'o.wn without any break-up for building, 
factory, housing colony, etc. He, therefore. felt that "it will be a little 
complicated if we introduce this differentiation that housing colonies 
will not be accounted for but the other buildings for factory will be 
accounted for; it will mean looking. in great detail, into the accounts 
of the companies." He further stated that industries involving 
capita1 investment.upto Rs, 1 crore were unlikely to provide a lot 
of investment for accommodati'()n for their workers. He, however,. 
assured the Committee that "the suggestion can be considered" and 
that "there was nothing wrong in it." 

1.37. The Committee recommend that, as the value of fixed assets 
varies wit,h the price level, Government should from time to time, 
say after an interval of 3 years, review the limits of exemption from 
licensing provisions ·of the Industries (Development and Regulation)' 
Act laid down in terms of the monetary value of fixed assets of an' 
indu~trial undertaking.' 

1.38. 'The Committee also 'recommend that, in social interest, 
Government may consider the suggestion of excluding the value of 
Housing Colonies for workers from the value of assets reckoned' 
for the pUrpose of exemptions from the licensing provisions of the­
Industries Act, so as to encourage entrepreneurs who wis,h to provide 
housing for workers to do so. 



CHAPTER II 

CLASSIFICATION OF INDUSTRIES AND SPECIAL 
ENTREPRENEURIAL GROUPS 

A. Classification of Industries 

(a) CORE INDUSTRIES 

Recommendations of Dutt Committee 
2.1. Dutt Committee, in Para 8.20 of their report, expressed the' 

view: "One of the reasons why licensing is ineffective in most cases 
is that there is no properly worked out' overall framework or plan 
of development on the basis of which individual decisions on licens­
ing can be taken by the concerned authorities .... Without detailed 
planning, decisions relating to applications for licences, whether in 
terms of size, technical process or location, would continue to be 
ad hoc and purely discretionary in character. In that case, the various 
faults that the licensing system has been found to suffer from cannot 
be avoided". In para 8,21, the Committee observed: "With all the 
possible improvements in the machinery for detailed industrial' 
planning-both in the Planning Commission and in the various deve­
lopmental agencies such as the concerned Ministries, the Directorate' 
General of Technical Development and other technical authorities. 
the Development Councils. etc., it is not likely that such detailed' 
and fully co-ordinated plans will be formulated in respect of all the· 
industries that are included in the Schedule to the Industries (Deve­
lopment and Regulation) Act. What is important, however, is that 
industries that constitute the basic, strategic and critical sectors of 
economic development should be so planned. This would include all 
the industries whose products enter into the production processes 
of a large number of industries, those which are potentially capable 
of production for Defence requirements and those whose develop­
ment is crucial for the overall economic growth of the country". 

2.2. Underlining the importance of preparations of detailed' 
industry plans in respect of the industries constituting "the basic~ 
strategic and critical sectors of economic development", the Report 
stated: 

"a major reason for Plan priorities' not being observed in the 
licensing process WDS that the overall requirements' of" 



investment as well as foreign exchange, if all the targets 
laid down in the plans were to be attained, were much 
larger than the available resources. The l'<!sult was that 
the grant of an industrial licence could not 'ensure that 
resources for the setting up of the industrial unit would 
actually be available. There was, therefore, a scramble 
for resources in which priorities often came to be over­
looked. Once it is decided to work out detailed plans for 
the sector comprising basic, strategic and critical indus­
tries, it will be possible to ensure that licensing decisions 
in these fields are bosed on the framework provided by 
these plans. This would provide criterial to ensure ra­
tional decisions and avoid ad hoc and arbitrary ones. It is 
true that significant proportion of the projects to be deve­
loped in this sector of industry might be those reserved for 
the public sector. To that extent, of course, licensing 

would not be important. However, it is likely that quik 
a number of projects even in this area would have to be 
developed in private or rather the 'joint sector' .... Here, 
licensing can play a crucial role applicants would have to 
be considered within the frame work provided by the plan 
for the indu:try. Because of the existence of the frame­
work. and also because the number of proposals to be 
considered would be small in relation to the machinery 
available for scrutiny of the applications, the examination 

could be more meaningful and not superficial as in the 
past". 

2.3. In regard to the period to be covered by the industry PlaTTI 
(or such industries, Dutt Committee stated: "taking note of the fact" 
that in many industries the gestation periods run into' a few years 
and in some they may run for longer than one Plan period, the 
licensing decisions taken during one Plan period have to be related 
to the scheme of development envisaged not only for that Plan 
period but for the next one, if not for the next but one. The de­
tailed plan for the industry has, therefore, to cover a ten year period, 
if not a fifteen year one, and it has to be coordinated with the over­
all perspective plan for the country." 

2.4. According to the Dutt Committee, in the present circums­
tances the use of Industrial Licensing "as a positive instrument for 
coordinated and planned development" sh<>uld be confined to indus­
tries which come within the basic, strategic and critical sectors for 
which a preparation of detailed industrial plans was envisaged. 



'Government's Decision 

2.5. As stated earlier, Government had accepted this recommen­
dati{Jn of the Dutt Committee with the observation that it was "not 
practicable" to draw up industry plans in respect of 'basic, strat~gic 
and critical' industries for as long a period as 15 years "in the con­
text of rapidly changing technology and conditions" and that the 
,plans would be drawn up "f{J'r the period of the Fourth Plan, but 
keeping in view the projections for the Fifth Plan." In pursuance of 
the decisions taken by the Government, a list of the 'basic, strategic 
and critical' industries (Core Sector) was drawn up and announced 
along with other Licensing policy decisions of Government in Feb­
ruary, 1970. This list was revised in Febr,uary, 1971. It is stated that 
the Planning Commission was consulted while drawing up the list 
of industries in the 'Core Sector' initially as well as at the time of 
its revision. An upto date list of industries included in the Core Sec· 
tor is appended as Schedule III to the Government's Notifications'" 
at Appendices I, IV and V. 

2.6. In the preliminary material furnished to the Committee, Go­
vernment have stated: "in respect of these industries, detailed in­
dustry plans would be prepared and essential inputs provided on a 
priority basis. Here, licensing would be used as a positive instru­
ment for development and achievement of the detailed production 
plans drawn up for each of these items.... The Larger I;ndustrial 
Houses and foreign companies are expected to participate in and 
C{)ntribute to the development of industries in the 'Core Sector' and 
the 'Heavy Investment Sector' ". 

2.7. In a subsequent written reply furnished to the committee, 
Government have again spell out the object of drawing up a list of 
'Core' industries thus: 

"The industries included in the core sector are basic, critical 
and strategic industries. These represent industries vital 
for the economy and where production gaps have to be 
reduced during the Fourth Plan. Most of the industries 
included in the core sector require relatively large in­
vestments and have also a long gestation period. It was 
'also intended that definite targets should be laid down in 
the Plans for these industries and full efforts made to 
achieve these targets. This does not, however, mean that 

tGO!. Miny. oflnd.Dev., Int. Trade & Company AfIairs(Deptt. of Ind_. Dev.) Notf. 
~o. S.O. 713'TDRA '29B '70'J dated 19-2-70; No. S.O. 912,IIDRA.'29 B!'iO!3 datl<' :))-2-
1970; No. S. O. !2443!IDRA!z9B.'70!S dated 18-7-1970 ; as amended l-.y Not ifn. c\Hd 
24-2-I971. 



industries not included in the core sector are not of any 
importance. It is a question of giving relative priorities. 
It was also intended that the list of industries included 
in the core sector should be relatively small so that it is 
possible tQ' devote greater attention to these industries as 
compared to others. 

The main idea in preparing a separate list of core industries 
is that detailed industry plans are to be prepared for these 
industries and the essential inputs including foreign ex­
change and scarce raw materials provided to these indus­
tries .on a priority basis." 

Preparation Of detailed industry plans for core industries 
2.8. The Ministry of I'pdustrial Development had in the prelimi-­

nary material furnished to the Committee informed the Committee 
"The Planning Commission has been entrusted with the responsibility 
of framing detailed industry plans for industries in this (Core) sec­
tor." During evidence, the representative of the Planning Commission 
was asked to state as to when was the Commission requested by 
Government to take up the preparation of detailed industry plans 
for the core sector. In reply he stated: "the Planning Commission 
took note of the decision of the Government that detailed industry­
wise plans had to be prepared for the core ·industries. This was 
part of the decision taken on the industrial licensing policy in Feb­
ruary, 1970: -So, this was the date on which the Planning Commis­
sion was asked to take up this work." 

2.9. Aslred to state the progress in the preparation of the detailed 
plans in respect of the core industries, he stated: 

"We have gone a good way in regard to the preparation of the' 
detailed plans for the core industries. In fact,. even be­
fore this decision, a good deal of work had been done for 
the more impo-rtant industries which form the core sector. 
In regard to steel, fertilizers, non-ferrous metals and the­
like, through the working groups set up for the formula­
tion of the Fourth Plan, very detailed plans had already 
been worked out. The core sector now includes a few 
other industries also fur which such detailed plans were 
not available at that time. There are industries like 
pesticides, electronics and the like which are now included 

, in the core sector. 

{ In the preparation of the detailed plans for the C{lre sector, 
• one of the points first considered is to identify the speci­

fic projects which would contribute, on implementation, 
to the fulfillment of the targets in the core sector ...... For 
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example, of ~teel, how exactly the steel target would be 
achieved, what kind of projects would go into it, what 
would be their time phasing, what kind of financial re­
sources etc. would be required and so on...... For a 
number of industries this work had already started, and 
thes~ in fact form the operative plans in terms of alloca­
tion of resources through the mechanism of the annual 
plans. In some industries like pesticides and electronics, 
where the number of units that are involved in achieving 
these specific targets are far too many, it has not been 
possible to dO' the kind of detailed planning which we have 
done with respect to major industries like steel, non­
ferrous metals etc., but this work is still in progress." 

2.10. It was pointed out during evidence that the Government 
had, while taking decisions on the recommendations of the Dutt 
'Committee, decided that detailed industry plans would be prepared 
for the core industries for the Fourth Five Year Plan, taking into 

·consideration the projections for the Fifth Five Year Plan. The view 
,of the slow progre3s of work in regard to preparation of detailed 
plans, it might not be possible to compk:~te this work early so as to 
be of any use in industrial licensing during the Fourth Plan period. 
The Secretary, Ministry of Industrial Development explained: "the 
list of c.Jre industries was finalised only after the report of the In­
dustrial Licensing Policy Inquiry Committee came out in July, 1969. 
By that time, the Fourth Plan had already started. So, for that Plan, 
that kind of meticulous programming 'Of the core industries may not 

. be possible." The representative of the Planning Commission agreed 
that "the kind of detailed plans about which the Dutt Committee 
report mentioned ...... have not been prepared for the Fourth Plan" 
and stated that the Planning Commission "have now initiated work 
on the Fifth Five Year Plan So that much before the beginning oJ 
the Fifth Five Year Plan we would have enough number of projects 
prepared in sufficient details so that the Planning Commission could 
make an evaluation of these various 'projects and exercise some 
-economic choice as to the kind of projects that should be included in 
the Fifth Plan Since this takes considerable time, 2 to 3 ye:)rs time 
of preparatory work, we have initiated work for the Fifth Plan." 

2.11. Spelling out the programme of work of the Planning Com­
mission in this regard, the representative of the Commission stated: 

"During the next two years, We would be in fact taking up 
the preparation of detailed plans for the Fifth Plan. We 
are setting up very ShClTtly planning groups for all the 
core industries which will consist of technical and econo­
mic experts, along with officers of the respective Ministries 
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and the Planning Commission. They would undertake 
detailed studies, make estimates of the requirements, go 
into' the question of existing capacity, its current rate of 
utilisation, the problems of under utilisation, identify 
possible locations for new units, work out estimates of 
capital, foreign exchange requirements, etc.' and also pre­
pare pNjects which would not only total up to the re­
quirements of the Fifth Plan but something more than 
that. For instance, if there are to be 4 projects, we shall 
prepare project reports for 6 projects, So that we can 
make choice. These are the kind 'Of detailed studies which 
we are initiating n'()w through the setting up of planning 
groups, which in turn would make use of the '<!xisting con­
sultancy organisations wherever necessary for the pur­
pose of preparing feasibility studies." 

2.12. The role of the Planning Commission in the preparation of 
the detailed industry plans for industries in the core sector was, 
however, made clear by the representative of the Commission dur­
ing evidence thus: 

"Planning Commission has got a relatively small staff and by 
itself it cannot prepare all the detailed plans that are re­
quired .... there would be planning groups in the Plan­
ning C'Ommission which will consist of technical and eco­
nomic experts plus the representatives of the Ministry ... 
as far as staff is concerned, after the new Planning Com­
mission has taken office, it has set up an internal reorga­
nisation committee to go into the functions of the Plan­
ning Commission and the kind of expertise and staff re­
quired for performing that task. This committee is com­
pleting its deliberations and we have every confidence 
that the additi-~nal staff or expertise that the Planning 
Commission would require would be forthcoming .... 
however much the Planning Commission may strengthen 
itself in terms of expertise, the detail·.;d planning of the 
core industries is such a gigantic task that we will neces­
sarily not be able to do it within the Planning Commis­
sion. We will try to coordinate and put them together but 
quite a part of this work will have to be done in the mi­
nistries, in the various public sector undertakings, con­
sultancy firm'S. But, to the extent to which the Planning 
Commission would need to be strengthened for this pur­
pose, action has a1ready been taken and, in regard to 
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others, we have no hesitation that we would get <Ill the 
cooperation that is required from the administrative Mi­
nistries and other technical agencies." 

2.13. The representative 6f the Commission informed the Com­
mittee that the Commission have laid d::>wn a target that this work. 
should be completed before March, 1973. Asked whether he was. 
satisfied with the target fixed by the Commission, the Secretary, 
Ministry of Industrial Devf:]opment stated: "when the Planning 
Commission say they will do it by that date, I take their word far 
it. We shall get in touch with the Planning Commission and we' 
shall go along with them and see that this is done by that time." 

2.14. The Secret,ary, Ministry of Industrial Development was 
asked during evidence that, in the absenc'~ of detailed plans, how 
were licences being issued for industries in the COI'fC Sector. He re­
plied that, for the Fourth Plan, Government "were able to get all 
the estimates of rt'qui:-ements" from the Fourth Plan document it­
self which "gives th'~ level of pr'Jduction needed not only at the 
end of the Fourth Plan period but also at the end of 1980-81." 

2.15. Th~ Cummittee are unhappy to note that ahhough Govern­
ment took a decision in (f'c!;r!lary, 1970 that the detailed industry 
plans should be prepared in respect of the industries included in the 
Core Sector lor the Fourth Five Year Plan and entrusted lhis task 
tn the Plannin~ Commission, until January, 1972. i.e. after a lapse of 
two years, the Planning' Commission were still at lhe stage nf devis­
ing a suitable machinery {or undertaking the task syst( .. mnticall~'. 
The Committee ar~ also di· trd,sed to note the admission of the Plan­
ning Commission 8<; well as of the Secretary, Ministry or Industrial 
Development that the detailed industry plans would not he available 
for use in licensing l'mlcrtakings in the Core Sector dUl'ing the Fourth 
Plan period and that, as hithert.o, licensing decisions during this Plan 
period would continue to br 11a,cd on the data, ipdicntivc tArget.;; find 
projections given in the Plan document. They v1so nc:c with alarm 
the submission of the Planning Commission that the task of preparing 
th(~ detailed industry plans, even in respect of what are deemed to be 
basic. strategic and critical industries constituting the Core Sector, 
is such a "gigantic task" that the Planning Commission wou:d not be 
able to do it "by itself" and that "quite a part of this work will have 
to be done in the Ministries, the various public sect')r tmdertnkings, 
consultancy firms etc." They further note that the Commission hav(' 
laid down tbe target or the completion of this work as "before March,. 
1973." . 
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The Committee agree with the ILPIC (Dutt CommittP.e) that the 
.indicative targets and projections given in the Fourth Plan document 
cannot, by themselves, provide an adequate basis if the system of 
industrial licensing is to be effectively used as a positive instrnment 
,{or coordinated and planned economic development. They, there­
fore, recommend that the detailed industry plans shouid be prepared 
,expeditiously, at lead for the Core indwstries, as recommended by 
the Dutt Committee which has been accepted by Government. Since 
the Fourth Five Year Plan period is likely to be over. before the 
detailed industry plans could he ready for use in industrial IiCp.IJsing, 
the industry plans would necessari1~' ha\'e to be fbrthe Fifth Five 
Year Plan period, but keeping in view the projections for, the five 
'years thereafter. The Committee urge that the Planning Commis­
sion and the Government should app1y themselves seriously to the 
task and try to complete this work wen before the targ('t daj(' of 
March 1973 fixed by the Planning Commission. 

Shortage of cer~in commodities 

2.16. It was pointed out during evidence that the shortages of 
various items in the country was indicative of the fact that the 
production targets set down by the Planning Commission, on the 
basis of which capacities were liC'.~nsed by Government, were not 
correct. In this regard. the representative of the Planning Com­
mission stated: "it is not that the targets per se have gone \vrong 
but, in the e;mrse of implementation, several projects which were 
assumed to come up, have not come up. This has happened in the 
public sector as also in the private sector." The SecretarYI Minis­
trv of Industrial Development agreed that the shortages in regard 
to' various items were more due to difficulty in the 'timely imple-· 
mentation' of the targets indicated by the Planning Commission, 
the responsibility for which was with the c',:l'nC'el"ned Ministries. 
Admitting that "we should have licensed more units for manufac­
turing these items (where shortages have occurredr earlier", he 
stated: 

"Our main difficulty is perhaps that in the past we have not 
been watching the utilisation of capacity in certain im­

portant industries ..... whenever an industry has rec:ched 
75 per cent utilisation of its capacity, we should think 
in terms of expansion, and if people are not readily com­
ing forward themselves to apply f .. l'r licence et~. \ve 
should issue public notices inviting applications.' We 
have done it in a number of industries. For example. in 
cement, we issued a public notice recently as a result of 
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which we got a large number of applications from vari­
ous parties for setting up cement factories illl various 
areas. We have given letters of intent to something like 
16 or a:> people. Similarly in caustic soda, soda ash, torch 
cells etc. where a shortage is experienced. Actually, we 
should have issued these notices two or three years ear­
lier, because there is a time lag of about three years for 
an industry to come up after it is licensed. But this diffi­
culty will not arise in future because of the practice of 
issuing notices which we are now following. Wherever 
we see there is a shortage of capacity which is going to 
be apparent in two or three ),'2a["5, we should take this 
step." 

Abolition of Banned Lists 

2.17. Another measure taken by G;)vernment which, it is stated, 
would help in avoiding shortages of commodities is the abolition 
of 'hanned lists'. In the past 'banned lists' were drawn up from 
time b' time for the purpose of indicating the industries in respect 
of which licence applications would ordinarily be rejected without 
reference to the Licensing Committee. These lists normally com­
prised (a) items reserved for developmrnt in the smaI.l scale sec­
b'r and (b) items for which adequate capacity had already been 
licensed. The list of industries reserved exclusively for development 
in the small scale sector were, since February, 1970 covered by 
separate orders issued in this regard. In order that the capac~ty 
considerations were no longer rigidly app1ied, the banned lists were 
given up he a period of six months as an experimental measure in 
March, 1970. The period of suspension of the bannod lists was 
extendcd for another six months ending the 12th March, 1971. 
This period of suspension of the banned list was again ext>ended upto 
the 12th September, 1971. A study was made by Government re­
garding the impact on different industries of the removal of the 
banned lists and they came to the conclusin'n that thc suspension 
of the banned lists had not resulted in undesirably high invest­
ments in various sectors nor any s;gnificant pressure was being felt 
on scarce raw materials, Government therefore decided in May, 
1971 to dispense with the banned lists altogether. 

2.18, The Secretary. Ministry 'Of Industrial Development ex­
plained the policy of Government to the Committee during evidence 
as follows: 

"In our own Ministry.,., till about two years ago, we used 
to have a system of estimating what the requin~ment of 
a particular commodity is going to be and we used to 
restrict licences up to that lim;t or 10 to 20 per cent more ... 

580 L.S.-4. 
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a lot of shortages in various consumer items that we see 
today is the result of that policy of restricting licences 
to a certain level. We used to put a number of items on 
the banned list when we th:mght that we have given 
enough licences to meet the requirement estimated for 
five years .... But if, as is likely to happen, in some cases 
the demand grows fa!,"ter than the anticipation and the 
estimates turned out to be wrong, we found that we had 
a shortage vf that commodity .... it was on account of 
this experience of meVculous planning in regard to par­
ticular consumer items that we have given up the system 
of estimating what is going to be the demand and res­
tricting licensing up to that limit. This has been one of 
the good things we learnt from this system of trying to 
estimate the requirements !and restricting licences to 
that requirement. In other countries, particularly the 
countries in the West. there is no system of licensing. 
Anybody who:) wants to set up an industry, has to judge 
for himself what is going to be the requirement of that 
commodity and whether he would be able to sell what he 
is going to make. If he makes it better, he will catch con­
sumers better. S:-J' an element of competition is produced 
and ..... this competition is a sort of incentive for achiev­
ing efficiency, for price reduction and for giving the con­
sumer what he wants at the minimum price...... After 
a long experience of the system of evaluating the demand 
of consumer items and restricting licences to that extent. 
we have ourselves given u.p this system and we have now 
come to the conclusion that the person who is going to 
invest his future in an industry should be left free to judge 
how much the demand is going to be and whether he 
should or should not make this commodity .... this kind 
of approach where we leave it to the entrepreneur him­
self to decide whether there is room f·ol" further manu­
facture in the particular line or not is a more effective 
method of arriving at an estimate of the requirements 
than any system of our trying to judge what the require­
ment would be and then trying to restrict licensing to that 
extent." 

2.19. Until March, 1970, Government were, in the matter of indus­
trial Jicensing. followin'{ the policy of capacity restraints on the 
basis of indicative demand and prodl'.iCtion targets given in the Five 
Year Plan docum~nts. Thnrt"fort", at least in Sflme cases, the short­
ages could have heen due to production targets being based on a 
faulty assessment of the demand hy the Planning Commission. To 
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meet the situation, Government have, since March, 1970, given up the 
policy of applying rigidly capacity considerations in the issue of 
industrial licences. The Committee are, however, of the view that 
the new policy of freeing industrial licensing from the limitations of 
assessed demand and indicative produ::lion targets given in the Plan, 
may be justified as a short term m('8SUI'C to tide over the current 
shortages of goods but in the long run, this policy is {Ntught with 
danger inasmuch as it would generate undue pressure on scarce 
resources and may well lead to eXcess capacity. Besides, it would 
set at naught the whole concept of oevelopment through planning. 
They trust that assessment of demand and determination of produc­
tion target, for various commodities for the Fifth Five Year Plan 
period would not sufter from the shortcomings noticed in respect of 
the current Plan. 

2.20. The Committee agree that in some cases, the current short­
ages may be due to licensed capacity having not fructified. This 
IInderlines the need for a proper follow up action and a contemporan­
eous wateh being kept on the implementation of the licences issued 
which the Committee have commented upon later in this Report. 

2.21. Government have admitted that if the steps taken by the 
Ministry of Industrial Development, namely to invite applications 
and licence additiona; capacity as soon as utiJisation of existing 
Iicemed capaeity had reached 75 per cent., had been taken earlier, 
the shortages wou.ld not have occurred. The Committee regret that 
this step was not tak('n bv Gov{'rnment earHer. They r{,commend 
that, in future. thi-; proccdure shouJd be observed invariably and 
suitable administrative instructions may be issued to aU the t~conomic 
Ministrie', in this behdf. 

Pr(1)7Sion of input8 on a priority basis 

2.22. It had been stated that in respect of industries in the "Core" 
Seetor. essential inputs would be provided on priority basis. During 
evidenC'2, the representative of the Ministry of Industrial Develop­
ment was asked to indicate whether, in pursuance of this policy, 
any instructions had been issued to all the authorities concerned to 
accord priority to the requests of industries in the 'Core' sector for 
essential inputs-imported as well as indi~nous-and whether such 
industries were actualJy receiving such priority considerations from 
the authorities resp:msiblc for provision of essential inputs, imported 
as well as indigenous. He replied: 

"The essential inputs are (i) the finance (ii) equipment in 
terms of capital goods, both indigenous and imported, and 
(iii) the raw material requirements. both indigenous ;and 



imported, So far as finance is concerned, a list of these 
core industries has been given to all the financing institu­
tions so that they might see, subject to the viability of a 
project placed before them, that the highest priority is 
given to the financing o'f core industries, This list 'Of core 
industries has been sufficiently published and there has 
been nD particular prDblem in regard to core prDjects 
which are eCDnomically viable securing their financial re­
quirements, Secondly, so far as the capital gODds are Nn­
cerned, even in a situation when availability 'Of foreign 
exchange has been a problem, in the Capital Goods Com­
mittee highest priority is given b' the clearance of the 
essential imports of capital goods needed for core projects, 
This I say with full knowledge because the Capital Goods 
Committee is in 'our Ministry and our Secretary is the 
Chairman of this Committee and our ECDnDmic Adviser 
is 'Overall incharge 'Of the Secretariat 'Of this CDmmittee, 
So far as the raw materials are cDncerned, here again, 
even in situati'vns where it has not been pDssible to meet 
the full requirements of raw materials 'Of all indu·,tries, 
an endeavDur has been made to meet the hundred per cent 
requirements 'Of the CDre industry, Therefore, priority in 
regard to the core industries has been the highest. But I 
am not sure whether any written instructiDns have b'2cn 
given." 

2,23, The Annual Plans forsr 1970-71 and 1971-72 brought out by 
the Planning Commission indicate the actual prDduction during the 
years 1968-69 and 1969-70 and that estimated fDr 1970-71 for the in­
dustries in the CDre SectDr as follDWS: 

Actual productiDn jor 1968-69 and 1969-70 and that esti.rnnfed for 
1970-71 for 'core' industries 

sr. 
No, 

Name of the Inuustry 

_._----._-_._--

I, Tron and Steel: 

(i) steel ingots 

(ii) finsihcd steel 

(iii) pig iron for sale 

(it') 'II loy and special steel 

Unit 1968-69 lyf·Y-70 IY7(l-71 
(actuals) (actuab) (l'~!(l,) 

mill. 6 4 o'·n ()'I, 

tonnes 

mill, 4'7 4'9·1 4 7 
tonnes 

mill. X'3 I' 54 J' ~7 
tonnes 

'000 tonnes 43'0 qo·./ :\10' p 

--- ---.- ----
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51. Name of the Industry Unit 1968-69 1969-70 1970-7 1 
No, (actuals) (actUals) (esld,) 

--'---
2, Non-Ferrous Metals : 

(j) aluminium '000 (onnes 12S'3 13S'I 16J '06 

Cii) Copper 'oootonnes 9'4 9,8 9'33 

(iii) zinc 'OOOIOnnes 26'3 23'7 23'40 

3, IndUStrial Machinery: 

(il chemical machinery Rft. mill. JI3'O 133'0 J70'O 

(ii) printing machinery Rs. mill. 1'0 2'4 3'0 

(iii) ruhher machinery Rs. mill. I' 7 2'2 II'S 

(i,) p.Jper & pulp machinery Rs. mill. 27'0 33'0 49'4 

(11) m~tallurgical amI other heavy 
equipment 'OOOlonnes 2S'0 J8 20'0 

(vi) machjne tools (organised sector 
only) Rs. m~ll. 247'0 300'0 426 '0 

4, Heavy Electrical Equirment : 

(i) turhinC's-lwdro mill. kw. 0' 1 0'21 . , 

(ii) turbines [hC'rmal mill, kw. 0'4 0'32 0'63 

(iii) power bo;\crs mill, kw. 0'4 0'60 0'45 

5. Shp-buil,ling and dredgers No. of 
ships 

2 3 3 

6, Fertilizers: 

(i) ninogell,)us (in (ermS of N) '00010nne8 541'0 7J6 'O 83°'0 

(ijJ phosphatic (in terms of P20S) , 'OOOtonncs 21('1'0 222'0 229'0 

7. 1'.:;( icidcs (basic chemical only) 'oooionnes J9'O 19'0 24'0 

8, Rock phosphnte mill. tDnnes 0'097 0'175 

9. Agricultural mllchinery : 

(i) agricultural tractors '000 nos, 15'4 17'1 20'7 

(ii) power tilkrs '000 nos, 0'5 0'28 0'3 

10, Newsprint 'oootOnnes 31'0 38 '92 37' 3 

_. - .. _---- "-- --- - -- - .... _._ .. _--_ .... __ . __ . -.-
Stlura: Annual Plans for 1970-71 and 1971-72 brought OUt by the Planning Commission, 

2.24. The Committee note the statement of the Government that 
essential inputs are being provided to industrial undertakings in the 
Core Sector On a priority basis. Thf'y would however like to point . 
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out that the real test of the effectiveness of measures taken for 
development of Core Industries is in the rate of growth of produc­
tion in the Core Industries which, the Committee find, has been none 
too impressive. The Committee recommend that a contemporaneous 
watch should be kept on the development of Core Industries so as to 
assess as to how far the measures already taken by Government 
have actually succeeded and to take such remedial action as ma~ be 
necessary in the light of experience. 

2.25. The Committee also recommend that the policy of providing 
essential inputs to industries in the Core Sector should be made 
widely known by issue of suitable administrative instructions in this 
behalf to all the economic Ministries and other authorities concerned. 

(b) HEAVY INVESTMENT SECTOR 

2.26. The new licensing policy announced in February, 1970 alsLl 
envisaged what it caned the 'Heavy Investment Sector' which does 
not comprise of any group of indusL ies but is based on the extent 
of investment proposition. It is ~ tated that "all new investment 
propositions of over Rs. 5 crores shall be deemed to be in the Heavy 
Invesetment Sector". Besides the Core Sector, the Larger Industrial 
Houses and foreign companies are expected to participate in the 
development of industries in the Heavy Investment Sector also. 

(c) INDUSTRIES SUBJECT TO SPF;CIAL RF.STRICTIONS 

2.27. According to the Licensing Policy announced by Govern­
ment in February, 1970, the following industrie, listed in Sche­
dules I to the Notiflcations of 19th and 28th February and 18th July, 
1970, are entirely subject to licensing provisions of the Industries 
(Development and Regulation) Act and the various exemptions 
from the requirement of licensing announced by Goyernment are 
not applicable to them: 

(1) Coal falling under (1) Co:ll, lignite, f'oke and their (il>rj-
vatives' under the heading "2 Fuels"; 

(2) Textiles, falling under the heading '23 Textiles (includ­
ing those dyed, printed or otherwise processed) manu­
factm"ed, produced or proces ed' on powerlooms'; 

• (3) Milk Foods falling under' (2) Milk Foods'; Malted foods 
falling under '(3) Malted foods' and Roller flour miling 

-As amen jC.I hy G.)Y1. ofIn.lia. Miny. of [IlJ. Dev. N Jti fns.No. 1571. 'IDRA/29B7J /7, 
No. IS73/IDRA '298 '7,11( :md No. 1574'IDRAh9B'71 /9. drtt'd the 13th April, 1971. 



falling under' (4) Flour' under the heading "27 Food Pro­
cessing Industries"; 

Vegetabloe oils, 
(b) Vanaspathi 

the heading '2fl. 

(4)(a) Oil seed crushing, falling under '(1) 
including solvent extracted oils' and 
falling under '(2) Vanaspathi' under 
Vegetable Oils and Vanaspathi'; 

(5) Leather falling under the heading '31. Leather, Leather 
Goods and Pickers'; and 

(6) Matches falling under '(3) Matches' under the hcadin~ 
'36. Timber Products'. 

It is observed from the preliminary material furnished to the Com­
mittee that the exceptions ill the case of thest:! industries, to the 
exemptions announced by Government from lime to time from licen~­
ing provisions of the Industries Act are containing since 13th Janu­
ary, 1964. 

2.28. Government were asked to state, industry wise, the reaSOl I.:.; 

h'· :1 :-:p2cial provision in the case of these industries whereby even 
"mall scale units in these industries arc subject to licensing provi­
sions of the Industries Act. The following reasons have been ctated: 

"The coal industry has often witness8d more labour troubles 
as compared to other industries and the nature of work 
involved is also more hazardous and therefore it was con­
sidered necessary to control it through liccn ing. The 
development of milk foods etc. needs tu be regulated and 
controlled to enable the dairy units particularly those in 
the public sector to obtain adequate supplies of liquid 
milk which would otherwi~e be used up in the productiun 
of milk foods. These and similar other reasons prompt­
ed the authorities in keeping these industries away from 
the ,cope of all exemptions. On the recommendation of 
the Planning Commission which felt that industries like 
leather, matches, oilseed crushing and textile (power 
looms) should be kept within the purview of govern­
mental regulation and control with a vi2w to mainl~/ safe­
guarding the interests of the cottage and village indus­
tries, these industries were also made subjet to licensing." 

2.29. During evidence, the representative of the Ministry of 
Industrial Development gave an additional reason for except.i.ng 
coal from the scheme of exemptions i.e. "because of its special tech­
nological problems". In the case of milk and malted fonds, the 
exception, according to him, was "becuuse of health and sanitary 
considerat.ions". In regard to the roller Hour milling, he stated: 
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"in the past the difliculty was that it wa. mainly based on 
impor.ted wheat. OJ course there is a proposal now. 
because of the availability of wheat, that it should be 
taken out of this list and it is being examined in all its 
implications. I do not know what the decision will be, 
but the matter is before us at the moment." 

2.30. In view of the fact that special provisions in respect of 
these industries were continuing since as far back as 1964, the repre­
sentative of the Ministry was asked to state whether any periodical 
review was being carried out to see whether the special restrictions 
in l't'spect of these industries 01' anyone of them, could be remov{'d. 
He replied: "A; yet no regular system of review has been estab­
lished. We will take note of it." 

2.31. The Committee note that some industries like milk food, 
malted food, roller flour milling, oil seed crushing, vanaspati etc., 
listed in Schedlile I of Notifications of 19th and 28th February and 
18th July, 1970 laying down the new industrial licensing policy of 
Government, are subject to special restrictions in the matter of 
licensing and that these restrictions are continuing since J964. They 
also note that at present there is no system of periodical review to 
see whether the special restrictions in respect of these industries 
are still required. The Committee recommend that Government 
should annually review the state of these industries to see whether 
the special restrictions in respect of any of the~e industries could 
be dispen~ed with in view of a change in tht" l'ircum .. tances or condi­
tions in the industry. 

(d) SMALL SCALE INDUSTRIES 

Definition of Small Scale Industry 

2.a2. Exemptions under Section 29B of the Industries Act from 
registration and licensing provisions of that Act have been made sub­
ject to certain limit in terms of the value of fixed assets. In the 
case of small scale units the fixed assets arc tak(,Jl a: 'plant and 
machinery', while in other cases it is taken as 'lund, buildings, plant 
and machinery'. Asked the reasons for this difference, the Secretary, 
Ministry of Industrial Development stated during evidence that in 
response to the demand for raising the upper limit for a small scale 
unit and while raising the upper limit from Rs. 5 lakhs to Rs. 7.5 
lakhs, Government had extended another concession to the small 
scale industries, namely that the value of land and buildings would 
not be included while computing the value of fixed assets of a unit 
for determining whl:'thcr it was a small scale industry or not. A 
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pO.3sibk supplementary sector, according to him, was the fact that 
while every medillm and large scale industry would need land and 
buildings, sm.lll scale industry could be carried out even by hiring 
a small premises. 

2.33. The Secretary, Ministry of Industrial Development was 
asked during evidence whether, in view of the sharp rise. in prices, 
it was not the time to revise the limit for a small scale unit from 
Rs. 7.5 lakhs to at least Rs. 10 lakhs and also to keep the limit under 
const,ant review. In reply he stated that the enhancement of limit 
would bring in "people with larger resources and the real man with 
small reSCiurceS will probably be at the discount as also the people 
who are already in the small industries." According to him, at a 
recent meeting in Srinagar of the All India Small Industries Bc.1rd, 
there was a sharp difference of opinio:n on this score among the 
representatives of the small industries themselve3; sam:> people sug­
gested that the limit should be raised while some others were not 
in favour of raising this limit. He held that "those persons who 
have a little more of fin:lOcial means and who can invest a little mJl'c 
would be in favour of increasing the limit to Rs. 10 lakhs or Rs. 12.5 
lakhs or Rs. 15 lakhs but those who have le3ser means fear that they 
will be then smothered by people with larger financial resources". 
Adding that "we do not mind if the limit is raised .... (but) we do 
not want the small man to be out done by person.:; with larger re­
sources" he assured the Committ(!~: "We are prepared to consider 
it. But we shall have to take into account tilt' f~ct that many repre­
sentatives of small scale industries thcm:3elve; arc very strongly op­
posed to raiSing this limit." 

Government policy in regard to Small Scale Industries 
2.34. The Industrial Policy Resolution of 1956, stressing the role 

of cottage and village and small scale industries in the development 
of the national economy, stated: "In relation to some of the pro­
blems that need urgent solution-, they offer some disti.nct .advantages. 
They provide immediate large scale employment; they offer a method 
of ensuring a more equitable distcibution of the national income and 
they facilitate an effective mobilisation or resources of capital and 
skill which might otherwise remain un utilised. Some of the pro­
blems that unplanned urbanisation tends to create will be avoided 
by the establishment of small centres of industrial production all 
over the country. The aim of the State policy, according to the 
Resolution, will be 'to ensure that the decentralised sector .acquires 
sufficient vitality to be self-supporting' and to that end 'the State 
will .... concentrate on measure~ to improve the competitive strength 
of th-:! small scale producer." 

2.35. One of the important policies that stemmed out of this ob­
jective was the policy of reservation of certain industries for ex-



lsive development in the small scale sector. During the Second 
ve Year Plan period, no specific programme was undertaken in 
is regard except what was called 'a common production prog­
mme' in certain items like textiles. In the Third Five Year Plan, 
lout 47 items were reserved fOr exclusive development in the small 
ale sector. This reservation was operated by Government by 
eans of the 'banned lists' of industries maintained by Government. 

2.36. The Industrial Licensing Policy Inquiry Committee (Dut 
Jmmittee-1969) had the following observat;on to make in re­
ard to small scale industries: 

"Reservations should be mainly utilised, as to some extent 
they are already being utilised, for the purpose of protect­
ing certain areas ·Jf production for the development of 
small scale industry. Leaving aside the comparatively 
small area of traditional and village industries, the most 
important and crucial development in this field is that of 
modern small scale industries. From the time of the 
Karve Committee's Report, it has been envisaged that 
after a certain period of protection, with proper technical 
guidance and the development of financial and marketing 
facilities, units in this sector should be able to withstand 
competition from large scale units. Therefore, the re­
servations would be temporary. The D. C. S. S. 1. continues 
to work out lists of area where such reservations are re­
commended by it; and these are examined by Government 
and decision on reservati<ms and bans are taken. In our 
view, this policy of reserving certain area of production 
for appropriate perio'ds of time for small and medium. 
industries is the right Qne and should be continued." 

2.37. The industries licensing policy annouunced by Government 
in February, 1970, continued this policy of reservation of certain 
induustries for exclusive development in the small scale sector. 
The list was also expanded to contain 55 items. In February, 1971, 
73 more items were added to this list, making a total of 128 items. 
An up-to-date list of industries reserved for exclusive development 
in the small scale sector is given in Schedule II appended to the 
Ministry of Ipdustrial Development Notifications of 19th and 28th 
February and 18th July, 1970 (Appendices I to III). 

General Preference to Small Scale Industries in the matte-r of 
licensing 

2.38. Government have issued some guidelines for dealing with 
applications for industrial licences. According to one of the guide­
lines: "in respect of items which may not have been specifically 
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reserved for the small scale sector but where encouragement of 
further development in that sector is considered necessary or in 
which the co'operative sector is interested, the licensing authorities 
should examine the feasibility of manufacture of such items in those 
sectors. Similarly, if there are any items in the production pro­
gramme of entrepreneurs which can be usefully manufactured as 
ancillaries in the small scale sector, such items may not be recom­
mended £.or inclusion in the manufacturing programme of the 
applicant firms and they may be set apart for manufacture in the 
small scale sector. Similarly, in regard to the components to be 
used in the manufacturing programme, the licensing authorities 
should specifically examine whether such' components are to be 
bl')'ught out from the small scale ancillary units or the applicant 
firm would itself produce them. In the latter case, the considera­
tions which justify the production of such components by the appli­
cant firm itself -instead of these being bought out by it from the 
small scale ancillary units should be carefully examined." 

2.39. Government were asked to state whether, at the time of 
considering applications for licence for industries for items n:lt re­
served' for small scale sector, the Technical Adviser/Recommending 
authorities and the Licensing Committee took into' consideration 
the feasibility of the manufacture of the item or any of its ancil­
laries or components in the small scale sector, {If specifically exa­
mined the justification of the production of a component by the 
applicant firm itself instead of buying the same from the small scale 
ancillary units. They were also requested to state whether it would 
not be more appropriate if, ins~ad of leaving the position indefinite 
as at present, the reserved list for small scale sector was added to, 
from time to time, on the basis of the technical competence and 
capacity acquired by small scale sector. It has been stated in reply 
that guidelines have been issued to the LicenSing Committee that 
expansion of existing capacity 'O'r creation of new capacity, whether 
in the public or in the private sectors, should be scrutinised with 
a view to seeing how far parts and components could be off-loaded 
t,O' the small scale sector. To achieve this purpose, a procedure has 
been devised by which a copy of application for issue of an Indus­
trial Licence is sent to the Development Commissioner, Small Scale 
Industries who will then scrutinise the ,application to see how far 
the product-mix can be modified and to eliminate any items which 
could well be made in the small scale sector. V such items are 
already in the reserved list, the problem is a fairly simple one but 
even if an item is not specifically in the reserved list, it is examined 
whether ancillary units can be set up to manufacture parts and 
C'O'mponents required in any specific project. This is an exercise 
that is made in the case of all industries irrespective of whether 
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they are included in the reserved list or not. In many cases, it is 
stated, it may not be possible to categorically reserve an item for 
the small scale sector and yet the possibility of its manufacture in 
the small scale sect-Clr in any specific instance need not be excluded. 
Government reviews the list of items reserved for the small scale 
sector from time to time and m3ke::; additions whenever necessary. 

2.40. Regarding reservation of ancillaries and components· of 
large scale indu~1ries £oo'r production in the small scale sector, the 
Secretary, Ministry of Industrial Development stated during evi­
dence: "It is being done already. In the case of licences for auto­
mobiles, cars, scooters and tractors, certain specific items are ex­
cluded and they are reserved to the ancillary industries., " In the 
chemical industry also we ask the larger firms b make only the 
basic material. We also lay down a condition that at least 31) to 
40 per cent. of the basic material should be sold to -the small scale 
sector So that they can make fJrmulations. Wherever possible, we 
try to see that the interests of the small scale and anciIIary indus­
tries are safeguarded." 

2.41. The Committee note that as per present procedure a copy 
of every application for indu.strial licence is sent to the Development 
Commissioner, Small Scale Industries, who examines it to see 
whether it is feasillle to und,ertake the manufacture of the item in 
the small scale sector. The Committee understand that some appli. 
cations for issue of industrOallicences for industries other than those 
reserved for tht' Small Scale Sedor have been turned down merely 
on the plea that it is feasible to undertake the manufacture of the 
item in the small scale sedoro The Committee would like Govern­
ment to exam;ne the matter in depth before turning down an appli. 
cation on this grovnd only. Where an application is so turned down, 
C.overnment should make sure that there is a concrete tinle bound 
scheme for developing manufacture of that item in requisite numbers 
and quality to meet the demand in full. In fact the Committee would 
suggest that the progress made in thi.. behalf should be reviewed 
once in six months and in case it is found that the sch('me is not 
materialisine in th(' small sC'1le !"ector there should he no objretion 
to its mant.facture ;n the large reale sector in public interest. 

Basis fOT SelectiO'rl of Items fOT ReseT1,ation 

2.42. It is stateB that the items which have been reserved for 
production in the small scale sect'0'l' are broadly those for which this 
sector has also demonstrated its capacity to produce goods at reason­
able prices and of adequately goad quality. In most cases, it is 
statp(l the bulk of the production of these items is already in the 
small scale sector. The investments required for setting up a viable 
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unit for production of these items are stated t'O' be witnm the range 
of the small scale industry i.e., investment in plant and machinery 
within Rs. 7.5 lakhs and in many cases, the items are ancillary to 
the large scale industry. Government consider that the cost of 
production ·o'f these items would be significantly lower in the smaH 
scale sector than in the large sector. 

E.ramination of proposals for re~<;ervation 

2.43. The Committee arc informed that the exercise 'O'f sclecting 
items for reservation begins with suggestions madc by various re­
presentative associations such as Federation of Associations o'f 
Small Industries of India, the All India Manufacturers Organisation 
and others. The Development Commissioner, Small Scale Indus­
tries reviews such suggesti'ans as also makes surveys of items which, 
in his opinion, conform broadly to the guidelines mentioned above. 
This survey includes the existing state of the particular industry, 
the number of small scale and other units, their productkm, a fore­
CGst of the likely demand over the next five years, the optimum size 
of economically viable units for producing these items and a rough 
estimate 'Of the number of such new units which should be set up 
to meet the dem·md. Based on this survey, the Development Com­
missio~1er, Small Scale Industries makes proposals to the Ministry 
of Industrial Development which are then examined in the Minis­
try in consultation with the Directorate General of Technical Deve­
lopment, other administrative Ministries and the Planning Commis­
fion. The comments re(.ooeived from these var'ous organisations are 
then considered at an Inter-Ministerial m~eting presided over by the 
Secretary to the Ministry. The list is then revised on the basi> of 
the discussions at this meeting and a formal proposal made to the 
Cabinet through the Planning Commission. After such approval has 
been accorded, a public announcement is made regarding the reser­
vation. 

Compatibility with large industries 

2.44. It had be.en represented to the Committee that the setting 
up of a large scale unit should normally lead to production econom­
ies, 'R' and 'D' enterprises and exports, and that thi3 would not lood 
to the elimination of [mall scale industry for, 'in practice .. the larger 
unit, gave rise to, and depe;nded very ]arger]y upon, numerous ancil­
lary industries marle up of small scale units. Commenting upon this 
representation during eVidence, the representative of the Mini<;try 
stated: 

"The basis for reservation has rC111y been that any particular 
industry which is tee;lIlically feasiblt! in the small scale 



sector and which needs a plant and machinery below 
Rs. 7-112 lakhs may be included; ,also the economic viabi­
lity has to be taken into account. The scale of operation, 
is another important criterion in determining whether an 
industry ought to be re~crved or not. Many industries can 
profitably be run on a much lower scole than on a large 

scale. 

Lastly, it has been :'aid that small scale sector would have to 
demonstrate the capacity to produce a product at reason­
able price and of good quality. It is only when these cri­
teria are satisfied that reservation has been attempted. 

Regarding R&D, it is not quite true that, technologically 
speaking, the small scale sector would be weak. Earlier, 
we had discus'3ed about electronic:;. This is a typical in­
stance of an industry which is technologically very much 
in the forefront and yet the scale of operation would lend 
it"clf to a much smaller scale. Investigations conducted 
in US ,and UK have shown that the bulk of inventions are 
made not in the large scale industry but in two sectors; one 
the individual inventor and the other the small scale in­
dustry. It is our intention that in India also the small 
scale sector's image should not be that of a technological­
ly weak sector but that it should be aggressive, particular­
ly in fields such as plastics and electronics. 

Where re~earch and development is required on a very large 
scale, such items cannot be reserved. But in India today 
80 per cent of R&D is done in public sector instit\ltiom 
like the national laboratories, and large industry has not 
really been able to do much of R&D. Whatever items 
are reserved for small scale ;,ndustry are really those over 
which R&D does not figure much, and for which the pro­
cesses and techniques arc widely known already." 

Positive measu.res for development 
2.45. It had been repre~ented to the Committee that, for the 

development of the small scale units, Government should have laid 
more emphasic; on positive measures e.g. intensification of promotion­
al effort, proper technical guidance. development of financial ,and 
marketing facilitie, etc., rather than on the negative measures of 
shutting out competition from large unit~. In this regard, the repre­
sentative of the Ministry during evidence stated: 

"That would be true if Governme!nt had merely reserved cer­
tain items and not don£' anything el~e. The incentives and 
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the promotional activity which Government have been 
adopting in the last few years for the small scale indus­
try are so many that the scope of this sector has very con­
siderably i:ncrea!:ed. Formerly we had about 30,000 small 
soale unit:" registered with the &tate Directors of Indus· 
tries; today we have 200,000, and their production consti­
tutes 40 per cent of the total industrial production of the 
country." 

The promotional work, according to him, included the Industrial 
Estate Programme for which land and building were given to small 
scale entrepreneurs, the facility of hire-purchase of machhery and 
the credit facility which had increased from Rs. 138 crores in June, 
1969 to nearly Rs. 4.00 crores. Among the promoUo'llal programme 
envisaged are marketing facilities for products, regional testing labo­
ratorie:; for a1fording te-ting facilities at cheap rates and setting up 
of commercial estates in many growth centres. 

Quality of produce and prices 

2.46. Dutt Committee had, in para 8.19 of their report, observed: 

"Licensing may prevent the development of large scale units 
where it is contemplated that small scale units can be 
economically efficient and socially de<:irable; but it cannot 
by itself ensure the growth of the small scale units." 

Accordingly, during evidence, a point was raised that. in view of the 
fact that it was not possible for Government to assure the growth 
of small scoale units in the zone reserved for them and the quality 
and price:> of their products were not ~ubject to any regulation, how 
would tht:!y tackle. the problem of shortage of good), particularly of 
such consumer goods of common use as were reserved for produc­
tion in this sector only, or of the low quality or high prices of their 
goods. 

2.47. In regard to balancing of production and demand, the repre­
sentative of the. Ministry stated: 

"For e3ch of those sensitive consumer articles, rough forecast 
of the likely demand in the next five years has bee;1 made. 

Knowing the likely demand in the next few years, we esti­
mate what are the number of units that shQ'.tld be coming 
up to meet this demand. We have asked the State Direc­
tors of Industries that depending upon the local situatio'll 
they should take. all steps to see that tese items which are 
reserved for the small f;calc sector should get a certain 
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priority in the matter of registration. in the matter of 
"aceommodation, raw material, etc. (and) the consumer 

must get these articles at a proper price. This i3 the exer­
cise we have done. For cycle tyres and cycle tube, we 
have said that each State s:10uld at le3st put up 15 or 10 
more units. We have intimated to the State.> so that they 
have a picture as to the types of 'preferl'.~d' industries 
they must encourage so as to be able to meet the ('onsumcrs 
dem3nd in the next few years." 

A., for quality .and pricing, he stated: 

"Many of thc"e rc:;crved items are sllbl'tantially in the small 
scale sector. We are regularising a position that alrc1dy 
exists. The question of price depends on the market con­
ditions. I cannot say that we are today setting up .any 
l'pecial institutional structure to oversee this matter be­
cause thc policy of reserv3tion has really been in force for 
the la<;t two years. Sensitive consumer item, like cycle­
tyres, tube:; and tooth paste have been included in it. At 
prescnt we arc watching the situation. We get information 
from the State Directors of Industries about the new unit.s 
coming up, when they will go into production, etc. We 
have not set up any mechanism at pre-cnt. but that is 
under consideration." 

2.48. Subsequently, in a written reply to the CommitteC', Govern­
ment have stated: 

"It is .... recognised that the consumer must be able to get 
the end-product at a reasonable price .and in gooo qu;:l1ity. 
It is also considered desirable to persuade the small scale 
manufacturers that wherever lSI ~"pecification -; exic;t, pro­
duction in the small scale s e.ct or" should coliform to such 
specifications." 

It i" further stated: "The Development Commissioner. Small Scnlc 
Industries is .... required to keep ·a close watch on the progress of 
n~.-ervation to fee how far new units. as estimated. are coming up 
in a~y particular product and whether consumer demand is bein.~ 

s'1thficd for that item. He will also hold consultations with the 
State Governments to give encouragement to the setting up of new 
units in the reserved items. taking into account the aViailability of 
new materials, local demand and the need to stimulate local entre­
prEmeurship. It is also his responsibility to draw up a production 
programme for the items reserved in the small scale sector and 
emure that this is done as f,ar as possible. He will also keen a close 
watch on the quality of producticn and the rea'lonable price.';;." 
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2.49. The Industrial Licensing Policy in force has reserved a large 
-number of items exclusively for the Small Scale Sector. It is there­
fore the responsibility of Government to ensure that the Small Scale 
Sector actually delivers the goods in the field exclusively reserved 
for it, that the consumers' interest is safe-guarded in t,he matter of 
(Iuality and price of goods producClI in that sector and that there are 

'no shortages. The Committee note that the responsibility in this 
regard is cast on the Development Commissioner, Small Scale Indus­
tries who, it is said, would draw up production programmes, keep 
l) close watch and Ihold consultations with State Governments. The 
Committee feel that this is not enough and suggest that a suitable 
mechanism should be devised for methodically a"sessing the demand 
in respect of each of the reserved items during the next five years, 
drawing up an annual production programme, seeing tbat it is 
actually implemented and for taking remedial action in case of 
shortfalls in production to obviate possible shorta.ge. The Committee 
would also like Govcrnment to provide adequate facilities for quality 
testing of goo(ls produced in the small scale sector at cheap rates 
and introdul'C quality control of finished goods, whcre feasible and 
necessary. 

Duration oj resenlGtion 

2.50. Dutt Committee had, in para 8.22 of their report, observed 
that the reservations of certain industries in favour of small scale 
units would have to be tempor,ary (vide extracts in para 2.36) Gov­
ernment was asked to state whether these reservatio/ns were, in 
principle, temporary that is, so long as the small scale units in these 
industries w~re not able to withstand competition from larger units, 
They have stated that no specific time limit has been laid down as to 
the period of reserv,ation, but the Development Commiss!oner, Small 
Scale Industries was required "to keep a close watch on the progress 
of reservatian to see how far new units, as estimated, are coming 
up in any particular product". 

2.51. The Committee consider that the reservation of certain 
industries for development exclusively by the SmaU Scale Sector 
should be accompanied by positive measures to see that, with proper 
technical guidance and the development of financial and marketing 
facilities, units in this sector are able to stand on their own. They 
also consider it nccessary that an independent rcview is undertaken 
in regard to each of the reserved industries periodically. say after 
an interval of 3 years, to assess the progress made in this direction 
Dnd for taking such action as may be considered necessary in the 

. intercst of the consumer. 



Units not in Production 

5.52. During evidence a point was raised that it was common! 
knowledge that quite a sizeable percentage of small scale units re­
gistered with the State Directors of Industries were existing only 
on paper and were not actually in product:on. Such units got them­
selves registered only for the :purpose of availing of preferential 
quotas and licences for scarce raw materials-imported as well a.s in­
digenous-and other benefits available to small scale industries. Ad­
mitting this, the representative of the Ministry stated: 

"That question has been bothering us also and we have tried 
various ways. Speaking of small-scale industries, they are 
really within the purview of State Directors of Industries 
and it is they who have to give us this information. They 
have been pleading that they did not have adequate s~"jff. 

about the estimate of the number of units which must be 
in production, our information is that more than 1.4 lakh 
small scale units have been getting credit from nationalis­
ed banks, which normally take into consideration their 
production and production plans.... The difficulty ... 
pointed out is very genuine. Frankly, I would not be able 
to give an answer off hand. The banks assure us that they 
send inspectors to check on the performance of units assis­
ted by them, but even the inspectors can be fooled by 
having a' smalJ number of items on display and giving a 
figure of production which is much higher. Even if we' 
try and devise some additional mechinery, we cannot real­
ly assure ourselves that the return We would get would 
be any better. We have been in touch with the Department 
of Banking suggesting that the control be exerci&Ted more 
through the Department of Banking. As far as industrial 
estates are concerned, the information can be got more 
readily. But there are a numbrar of small scale unit"3 out­
side the industrial estates. The problem ... mentioned is 
very genuine and we have been trying various solutions. 
We' have laid down that all small scale units, which re­
quire import of raw materials in excess of Rs. 1 lakh. 
should produce certificates from ,a Chartered Accountant 
a.bout the consumption of imported raw materials and pro­
duction. We do not wish to apply this condition to very 
small people whose requirements are small. We are con­
scious of the problem you have mentioned and we would 
be open to suggestions whereby we can improve the con­
trol system without hurting the small man." 
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2.53. The Committee note with concern that quite a few parties 
may be taking advtange of inadequate resources of the State Direc­
tors of Industries for keeping an effective watch over the production~ 
or even the existance, of Small Scale Units registered with them. 
The Committee suggest that Government should devise a scheme of 
periodical survey to find out the correct position in respect of the 
tors of Industries for keeping an effective watch over the production, 

Difficulty in procurement of raw materials 

2.54. During evidence a point was raised that the small scale 
units in the country were having considerable difficulty in the matter 
of procurement of raw materials, particularly steel, due to which 
they were working at much below their capacity. The representative 
of the Ministry stated during evidence that in regard to allocation of 
steel, the small scale units were at a disadvantage as their require­
ment being small, they had to buy it from the stockyards or dealers 
at a higher price while big orders from large units weI'tc met by the 
producers directly at comparatively chc9per price. He informed the 
Committee that an arrangement had b\?en worked out whereby, ex­
cepting West Bengal and Assam, the distribution would be done 
through the State Small Indu'stries Corporations. These Corporations 
would get a certain amount of discount on the steel made available 
to them. The discount would take care of their overheads and they 
would be able to supply steel to the small scale units at the price at 
wh'ch it was available to large scaJe units. The extent of this dis­
count was un~er consideration. As fa[' as the allocation of steel 'vas 
concerned, he stated that the small scale units could go to the Steel 
Priority Committee through the State Directors of Industries. He 
further stated that Government was trying to evolve a system of 
percentage distribution, State-wise, of steel, based on the number of 
engineering units in each State and hoped that an equitable distri­
bution system would be arrived at by canalising it through the State 
Small Industries Corporation. 

2.55. In regard to allocation of other scarce raw materials, he 
stated that a three man team was visiting each State for assessing 
the requirements of small scale units in the State for non-ferrous 
items. Their assessment (the first round of which had been comple­
ted) would form the basis of the recommendations of the Ministry 
to the Chief Controller of Imports and Exports for making allotment 
for import of raw material. He informed the Committee that ",a 
certain amount of liberalisation is done in the case of raw material 
for small scale units." According to him, the allocation of imported 
raw materi,al to the small scale units had increased sizeably and in 
1971-72 it was likely to reach Rs. 100 crores. 
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2.56. Another measure taken by Government to facilitate the 
allocation of adequate quantity of raw materials to small scale units 
was explained by the representative of the Ministry as follows: 
i'Formerly, the small scale industries were discriminated against by 
having raw materials based on the value of the machinery, wh!ch 
was considered irrational and arbitrary. In the 1971-72 Import Con­
trol1>olicy the priority industries in the small scale sector get it on 
the basis of their requirements and we hope that in 1972-73 policy 
a further liberalisation will be done." 

2.57. The Committee consider that iust as Government have taken 
the responsibility for provision of essential inputs for industries in 
the core s~tor on a priority basis, similarly for industries which are 
reserved exclusively for smalJ scale sector Government may pro­
vide requisite inputs such as finance, scarce raw materials, foreign 
exchange, etc. on a priority basis in the interest of assuring that pro­
duetion is sustained and that products of reasonably good quality 
become available to the consumer at most competitive prices. 

Small Scp.le Units in Japan 

2.58. Government were asked to st3te whether they had made 
any study of the organisation of small scale ancillary industries in 
.Japan and the various statutory protections available to them and 
jf so, what had been the findings and conclusions thereof. In answer 
they have stated that the pattern of organisation of ancillary indus­
tries in Japan has been the subject of several studies by Government 
"ff, ri :ll:~ and associations. An officials delegation which visited Japan 

. (~';':~m~~r 1969 under the le':ldership Of the Deputy Minister for 
I.""._ .. lul Development, made a '3pccific study of this problem u!ld 
hds made some relevant rf.:!commendntions. Many officials of the 
Government havp. also been deputed for undertaking the study of 
ancillary industry which is a prominent feature of the Small Enter­
prise'';; Programme in Japan. 

2.59, It has been estimated that out of about 4 lakh units in .Japan 
jn the small scale sector, nearly 50 per cent of them are sub-contrac­
tors to the large scale units. The latter provide va<rious types scale 
units. The latter provide various types of assistance to the ancillary 
units in the shape of raw materials, technical assistance and even 
finance. There is a close linkage between the small scale ancillary 
unit and the large underta<king which has contributed significantly 
to the rapid growth of the small scale industry in that country. 

2.60. There have been, however, some disadvantagrzs in this system, 
particularly in times of recession, when the large undertaking 
tries to exert pressure on the small scale unit in obtaining low price 
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for its products. It was for this reason t1:at a specific law has been 
enacted in that country, called "The 1.'1\\1 for th,C! Prevention of 
Delay(~d Payments to Sub-Contractors". According to this law, any 
large unit which delays payment for products supplied by the small 
scale unit beyond 60 days, is liable for pun':shment by the Fa:r Trade 
Commission set up by the Government. Th'1t Commission is also en­
titled to receiv~ complaints regarding unfair rejection of parts and 
any other difficulties experienced by the smJll scale units. 

2Ji1. In India, it is stated, Government ha,\~ been considering for 
some time as to how best to stimulate to ancillary sector in this 
country. For this purpose, number of important steps have been 
tak€'n in recent years particularly in regard to the public sector un­
dertClkings. A time-bound ,schedule has been laid down for these un­
dertakings and a senior Manager in ec:ch undertaking has been 
des~gnated to identify parts and components that could be formed out 
to the small scale sector. An Advisory Committee is to be set up in 
each unit, consisting of the State Directors of Industries, the Deve­
lopment Commissioner (Small Scale Industries) and a, senior Mana­
ger of the company. It will be the duty of this Committee to locate 
entrepreneurs for the supply of parts and components to the main 
undertaking. The Licensing Committee h"ls also been advised that in 
regard to applications for expansion of existing units (whether in 
the public or in the private sector) or for setting up a new unit, the 
DGSSr should scrutinise the "product-mix" carefully and omit these 
which could be manuf.actured in the small scale sector. A suitable 
pricing formula based on the experience gained at the Hindustan 
Machine Tools Plants has been recommended to the various publ~c 
sector undert.akings. It is expected that as a' result of these measures, 
there will be a further stimulus to the development of the ancillaries 
to the large units in the country. 

2.62. Government have also been considering whether a suitable 
h::::gislation should be enacted on the lines obtaining in Japan. One 
of the difficulties which ha,ve been experienced by the small scale 
units in India is the undue delays that have occurred in payment for 
supplies made by the small units. In effect, this has operated as an 
extension of the credit facility to the large scale unit at the expense 
of the small entrepreneur. The Reserve Bank of India have under 
consideration a proposal for making payments for such supplies 
through banks on a procedure similar to the Letter of Credit System 
that operates in the case of exports. Government have also set up a 
committee to consider whether legislation should be enacted for this 
purpose and for some other aspects of the Small Industry Develop­
ment Programme such as reservation, price preforence in Govern­
ment purchases etc. The Committee is headed by Shri A. R. Bhat, 
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Founder President of the Federation of Associations of Small Indus­
tries of India, and includes representativ'cs of the industry and of 
the Ministries of Industria,l Development, Company Law, Banking 
and the Reserve Bank of India. On the basis of the recommendations 
made by this committee, Government will decide as to the type of 
legislation that should be enacted for affording protection to the 
.ancillary units in the small scale sector. 

2.63. The Committee note the steps proposed to be taken by Gov­
ernment to encourage the small scale sector and to strengthen their 
hands vis-a-vis their principal customers i.e. the large industries. 
They hope that Government would soon bring forward before Par­
liament a considered legislation on this subject. 

B. Special Entrepreneurial Groups 

(a) LARGER INDUSTRIAL HOUSES AND FOREIGN COMPANIES 

Definition of Foreign Companies 

2.64. Companies of which over 50 l;ler cent paid-up capital is held 
by non-resident is deemed to be a "Foreign Company" for the pur­
pose of Industrial LicenSing. 

Definition of a Larger Industrial House 

2.65. The L.arger Industrial Houses' referred to in the new licens­
ing policy announced by Government in February, 1970 ha,ve been 
defined as Houses which have been classified as such by the Industrial 
Lirensing Policy Inquiry Committee (Dutt Committee) in the list at 
Appendix II-A(1) of its report (July, 1969) with such amendments 
to this list as may be made by Government from time to time. The 
following 20 Industrial Houses are listed as Larger Industria,l HOllses 
in the report of the Dutt Committee: 

51. 
No.-

I 

2 

3 

4 

5 

A. C. C. 

Andrew Yule 

Bangur 

Bird-Heilgers 

Birla 

LARGER INDUSTRIAL HOUSES 

Industrial House 
No. of concc:'rns 

comprised in the 

House Seconj 
Tier 

5 I 

43 

93 

76 

203 73 
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2 3 4 

7 I.e. I. 6 

8 J. K. (SINGHANIA) 47 4 

9 Kilachand 24 

10 Killick 17 

II Mafatlal 34 

12 Martin Burn 24 

13 Sahu Jain 29 

14 Sarabhai 29 

IS Scindia 8 

16 Shri R~m 36 18 

17 Soaraj Mull Nagar Mull 104 6 

18 Tata 70 14 

19 Thapar 59 4 

20 Walchand 29 

The concerns comprised in each of the above Houses during the 
period 1956-66 along with their Second tier concerns have also been 
listed in the Appendix to the Dutt Committee Report. Earlier, the 
Monopolies Inquiry Commission had in their report (1965) also drawn 
up a list of 75 'Large Industrial Houses'. These Houses (La,rger In­
dustrial Houses in the Roeport of the Dutt Committee) were the 20 top 
houses in the list drawn up by the Monopolies Inquiry Commission. 
According to the data compiled by the Commission, each of these 
had total assets exceeding Rs. 35 crores in 1964. 

2.66. In para 2.16 of their Report, Dutt Committee have laid down 
the following criteria, on the basis of which they have determined 
the compQsition of an Industrial House: 

I. Concerns admitted by the House through the replies receiv­
ed by the Committee from the apex companies. 

II. (a) Concerns mentioned as forming part of the House in the 
Souvenirs or other pUblications of the House. 

(b) Concerns functioning as Managing AgentsiSecretaries and 
Treasurers which are wholly or substantially owned by 
the controlling authority in the House along with relatives. 
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(c) Companies managed by (I) and (II) (a) and (b), above,. 
in their capacity as Managing AgentslSecretaries and, 
Treasurers. 

(d) Companies deemed to be under the 'same managem::nt' 
under Section 370 of the Compan:es Act, 1956 as the com­
panies at (I) and (II) (al) to (c) above. 

(e) Subsidiaries (other than those incorporated butside India)' 
of Companies at (1) .and (II) (a) to (d) above. 

III. Companies wherein not less than one-third 'effective equity" 
can be clearly identified a'" House-interest. 

IV. Concerns found to have sp<'cial characteristics which wCluld 
warrant their inclusion under a House. The special charac­
teristics may be such as majority on the Board of 9irec­
tors breing comprised of persons closely affiliated with the' 
House, substantial equity ·.share-holding being owned by 
the employees of the House, sole selLng agency arrange­
ments alnd services like office ppcmises and telephone 
facili ties. 

2.67. The representative of the Ministry was asked during evi­
dence whether, before accepting Dutt Committee's clas'"ification of 
Larger Industrial Houses and their co'mposition, Government had 
examined the criteria adopted by that Committee for t.reating a con­
cern as forming part of a House, and that for treating a concern as 
being in 'Second Tier' of association with an Industrial House to' 
see whether they were sound and unambiguous. He replied: "Com­
mittee's recommendation was considered by the Government and it 
was accepted by Government. The criteria have also been accepted. 
The second tier is no longer in existence. With abolition of manag­
ing agency, we are now not considering anybody as tier." 

2.68. It is observed that the classification of 'Larger Industrial 
Houses' was made by the Dutt Committee on the basis of concerns 
comprised in a House during the period 1955-66 and the total assets 
of the Industrial House exceeding Rs. 35 crores. During evidence, the 
Secretall'Y, Ministry of Industrial Development was asked to state 
whether Government had made any amendments to this classification 
on the basis of any subsequent changes that might have taken place 
in the assets, holdings and interests of the Industriat! Houses, special­
ly after the abolition of managing agency system in April, 1970. He 
replied that Government had not made any change in the list of 
Larger Industrial Houses, but any House at present included in the 
list of larger Industrial Houses which felt that 'it no longer belonged 
to that category or if an undertaking had some material on the 
basis of which it could justify that it wa's not a part of the group 
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which owned assets of more than 11s. 35 crores on account of separa­
t!on in the fami1y or some other reason, then the House or the under­
uking could apply to the Ministry of Industrial Developm~~nt for 
taking it out of the list of Larger Industrial Houses. He assured the 
Committee that the case of such a House or undertaking w(Jilld be 
considered by the Ministry of Industrial Dev'.:!lopment on its merits. 
He fur ther stated that, on the other hand, the Minis::'y of Industrial 
Development had under cOl1'sic' e":: L !nn the question whether some 
mar;;.! parties should now be brought under the list of Larger Indus­
trial Houses on account of having cros:'"eri the Lmit of Rs. 35 crores 
in assets. 

2.69. As regards the suggestion for a periodical review of the 
list of 'Larger Industrial Houses' with a view to keep it up-to-date, 
he said: "this work has to be und~rtaken by the Ministry of Industrial 
Development. A periodic review very frcquf'ntly mny not be neces­
s:lTY tnt . fJm time to time after 2 or 3 years such a review would 
1:;'2 undt>rtoken." 

2.70. Th~ Committee would like to point out that the c1assifieation 
of an Industrial House as 'Larger Industrial House' mode on the 
basis of the sum tot!' I of the value of its assets together with that vf 
its inter-connected undertakings exceeding R~. 35 crores at a given 
time, could not be a static classification. In course of time, there 
arc bound to be changes in the composition of an Industrial House 
and in the value of Us total assets resulting- in some Houses crossing 
the limit of Ks. 35 crores while some others, though classified earlier 
as 'Larger House-;', going out of the group. The existing classifica­
tion of Larger Industrial Houses was made by the Industrial Licens­
ing Policy Inquiry Committee (Dutt Committee) on the hasis of data 
compiled more than 5 year:., ago and it will be out of date in several 
cases. The Committee note that the Ministry of Industrial Develop­
ment have initiated an inquiry with a view to see which other 
Industrial Houses could he hrought under the classification of Larger 
Industrial Houses. However. an Industrial House at present c1asified 
as Larger Industrial House hut which may now be having total assets 
of less than Rs. 35 crores or an indu'itrial undertaking which may 
no longer be connected with a Larger Industrial House, i" required 
to apply for removal from the list of Larger Industrial Houses and 
the onus of proof of the changed situation is laid on the party itself. 

The Committee consider that it should not be difficult for the 
Govemment to keep the list of Larger Industrial Houses under con­
stant review on the basis of data available under Company Law. 
They, therefore, recommend that, for examining applications from 



· Larger Industrial Houses on a realistic basis, Government should 
take urgent steps to br.ng the list of Larger Industrial Houses up-to­
date by adding to it Houses which now qualify for designation as 
such and deleting such of the Houses as have ceased to so qllalify, 
and to keep the list under constant review, on the basis of data 
available with them, without waiting for an initiative in this regard 
from the Indu,trial Houses themselves. 

Licensing Policy in regard to Larger House~ & Foreign Compaines 

2.71. The new Licensing Policy of Government does not extend 
the benefit of exemption from the licrens~ng provisions of the Indus­
tries Act to an industrial undertaking if it belongs to or is control­
led by whalt are described as 'Larger Industrial Houses' or if it is a 
foreign company or a branch or subsidiary of a foreign company. As 
a consequence, these classes of entrepreneurs have to obtain a licence 
from Government for setting up a new undertaking, for substantial 
expansion of production of an existing undertaking or for production 
or manufacture of a new article in an existing undertaking, irres­
pective of the value or size of the proposed new undertaking or ex­
pansion or diversification. 

2.72. In regard to the issue of industrial licences to Larger Indm­
trial Houses and Foreign Compa1nies, the new licel1!'ing policy has 
assigned a definite role to them. It is stated that Larger Industrial 
Houses and foreign concerns, together with other applicants, would 
be expected to participate in, and contribute to, the establi-.:;hment of 
industries in the 'Core' and 'HeatVy Investment' Sectors, leaving the 
opportunities in the remaining sectors (namely Middle Sector and 
Small Scale) primarily to the other classes of entrepreneurs. It is 
clear that 'Core' and 'Heavy Investment' Sectors are not 'exclusivelv 
reserved for the Larger Industrial Houses and foreign concern~. Ap­
plicaotions from other classes of entrepreneurs for setting up indus­
tries in these Sectors could always be considered and, in fact, given 
a preferential consideration "in terms of over-all social objectives" 
over the applications from the Larger Houses and Foreign Companies. 
Amplifying this policy further, the Secretary, Ministry of Industrial 
Development stalted during evidence: "there is a certain sphere of 
industries ...... in which the larger houses and foreign majority 
companies can be considered. Even in that sector, if there are other 
parties who are willing and able to take up those industries, ..... . 
we shall keep the larger social objective before us, I.e., if even in 
those sectors, other smaller people can go ahead, then we should en­
courage them rather than the larger houses." 
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2.73. Replying to a point of view raised in the course of evidence 
that the restricted role assigned by the new licensing policy to the 
Larger Houses and Foreign Companies would hamper the industrial 
growth of the country which was necessary for more product:on, 
more progress and more employment opportun!ties, the Secretary, 
Ministry of Industrial Development stated: "It is a question of policy." 
He, however, added that there was no absolute prohibition to 1he 
issue of industrial licences to the Larger Houses and if the Govern­
ment came to the conclusion that in the two sectors, in which they 
were expected to ~once!ltrate, 'in the national interest' or 'on merits' 
a licence should be given to a Larger House or a Foreign Company, 
it can be given. As to what constituted merit, he said: "What items 
go into merits is something which it is very difficult for me to say at 
this moment." 

Circumstances in which Larger Houses & Foreign Companies can be 
licensed in m~,ddle or small scale secto'rs 

2.74. It is stated that, though the Larger Industrial Houses and 
foreign concerns are ordinarily expected to participate in the 'C:lre' 
and 'Hea1vy Investment' Sectors, applications for expansion from 
them in the middle sector would be considered favourably if such 
expansions are in the interest of cost-efficiency or if the units are to 
bz established in industrially under-developed areas. The Larger In­
dustrial Houses and foreign companies would also be licensed in the 
middle sector if a substcmtial export commitment of 60 per cent or 
more of the new or additional production is undertaken. The export 
obligation will have to be achieved within a period of 3 years. A si­
milar safeguard of a high export obligation (a minimum of 75 per 
cent) has been provided in the caSe of industries reserved for the 
small scale sector. The role of Larger Industrial Houses and Foreign 
Companies in the development of backward areas has been discussed 
separately in the section on "Development of Backward Areas" in 
this Report. 

Concession on export commitment 

2.75. Government were alsked to state as to }'ow many parties 
belonging to 'Larger Houses' or 'fore~n COmp21"'. "':3' had applied for 
licences for setting up new or additional capacities in the middle or 
small scale sector on the baSis of the export commitment required, 
since the declaration of this policy; what had been the final decision 
on their applications and whether the parties licensed under this 
provision had fulfilled the conditions. Government have, in reply, 
stated that of the total licence applications received from larger In­
dUstrial Houses and Foreign Companies from 1-1-1971 to 31-10-1971, 
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"only four applications have specifically indicated the 60175 per cent 
export commitment." In all other cases, according to them, either 
no export commitment was indicated or, if indicated, it was less than 
50/75 per cent. It is further stated that the licences that might have 
b(x~n issued in consequence of the policy announced late in July, 
1970 might not have materialised thus far and therefore it would be 
prema,ture to try to find out whether anyone so licensed had or had 
not fulfilled the export obligation. 

2.76. It had been represented to the Committee that the export 
commitment required of the larger Houses or Foreign Compani'~s if 
they wish to set up industries in the middle or small scale ·sector was 
too high and, given the domestic cost structure, an impossible task. It 
was suggest'cd that export commitment in such cases should not be 
more than 40 per cent of the new or marginal increase in production. 
Asked to state their reactions to the representation, Government 
hnve stated: "The Licensing Committee and the CCEC have been 
v;ewing the question of imposition of export comm;tments on the 
Larger Houses foreign owned companies in a pragmatic fashion. Any 
change in policy is not considered desirable at this stage." 

2.77. The Committee agree that it is too early to assess as to how 
the concession allowed to Larger Hou-.es and foreign companies to 
enter into middle or small 'scale sector on certain export commit­
ments, is actually beine,! taken advantage of. They, however, note 
the statement of the Government that they have a pragmatic approach 
in the matter and hope that the policy in this regard wiil he reviewed 
after 3 years in the light of experience. 

Concession in the interest of cost-efficiency, etc. 

2.78. It was stated in the Preliminary Material furnished to the 
Committee that in the middle sector, while preference would be 
given to the smaller and newer entrepreneurs, the application of 
~ompanies and undertakings compnsmg the Lsrger Industrial 
Groups and those of branches and subsidiaries of foreign companies 
could also be sl1!,ported in the interest of grcnter cost efficiency and 
th-e growth of the firms to minimum economic size. It was represen­
ted to the Committee by a non-official organisation that the terms 
'greater cost efficiency' and 'minimum economic size' had not been 
defined and, therefore, this provision was extremely vague. It was 
suggested to the Committee that Government should clarify these 
terms in view of the fact that 'minimum economic size' was a chang­
ing phenomenon because of changing cost structure as well as tech­
nology. Since this policy vested in the Government a very wide dis­
cretion, Government was asked to state whether any guidelines had 
been laid down in this behalf. They have, in reply stated: "As the-



61 

decision itself is clear that the cases of larger industrial houses can 
be supported in the interest of greater cost efficiency and growth of 
firms to minimum economic size, no further detailed guidelines have 
been issued in this regard. These cases would generally be of sub­
,stantial expansion type. As to what would be the minimum econo­
mic size of 18 unit and how much cost efficiency can be achieved in it, 
it would depend on the nature of each industry. Each case would 
necessarily have to be considered on its own merits." 

2.79. Government wer~ asked to indicate the number of appl:ca­
tions received from the Larger Houses and Foreign Companies seek­
ing advantage of this offer since th'e announcement of the Policy. It 
seems that the information is not readily available with the Govern­
ment as they ha,ve informed the Committee that they are making 
efforts to collect the information. . 

2.80. The Committee recommend that a study should be initiated 
in association with the technical advisory authorities such as D.G.T.n., 
Textile Commissioner. etc., to broadly determine the minimum and 
optimum economic size for industrial units in particular industries 
on the basis of the prevailing cost-!;tructure and techno1ogy. The 
study could serve as a guideline for examining applications from 
Larger Industrial Houses or foreign companies for licensing capacities 
in the middle !'ector "in the interest of cost efficien('y and ~owth of 
the firm to minimum economic size." 

(b) Dominant Undertakings 

Definition of Dominant Undertaki,ngs 

2.8]. The 'Dominant Undertakings' referred to in the new licens­
ing policy announced by Government in February, 1970 are indus­
trial undertakings falling under the category of 'Do'minant Under­
takings' as defined in clause (d) of Section 2 of the Monopolie'i and 
Restrictive Trade Practices Act, 1969. The relevant provision of 
the Act defines a 'dominant undertakings' as fallows: 

"(d) 'dominant undertaking' means an undertakings which 
ci~her by itself or along with inter-connected under-
takings 

(i) produces, supplies, distributes or otherwise control~ ~'Ot 
less than one-thi1'd of the total goods 'o'f any deSCrIptIon 
that are produced, supplied or distributed in India or any 
substantial part thereof, or 

(ii) provides or otherwise controls not less than one-third .of 
any services that are rendered in India or any substantial 
part thereof: 



62 

Provided that for the purposes of this clause, the goods produced 
by an undertaking which does not employ-

(a) more than fifty workers on any day of the relevant year, 
and in any part of which a manufacturing process is being 
carried on with the aid of power or is ordinarily so 
carried on, or 

(b) more than one hundred workers on any day of the re­
levant year, and in any part of which a manuf,acturing pro­
cess is being carried on without the aid of power or is or­
dinarily so carried on, 

shall not be taken into 'acc-ount. 

Explanation I.-Where not less than on-third of the production, 
supply, distribution or Coontrol of any goods or the provision or con­
trol of any service is shared by inter-connected undertakings each 
such undertaking shall be deemed for the purposes of this Act, to be 
a dominant undertaking. 

Explanation II: -Where any goods of any description are the 
subject of different forms of production, supply, distributi{)n or 
control, every reference in this Act to such goods shall be eon­
strued as reference t,)' any of those forms of production, supply, 
distribution or control, whether taken separately or together or in 
such groups as may be prescribed. 

ExplanationIII.-Any undertaking which, either by itself or 
along with inter-connected undertakings, produces, supplies, dis­
tributes or controls one-third of any goods or provides or controls 
one-third of any services ,according to any of the following criteria, 
namely, value, cost, price, quantity, cr capacity, of the goods or 
services or the number of workers employed for the production, sup­
ply, distribution or control of such goods or for the rendering of such 
services, shall be deemed to be a dominant undertaking. 

E.rpl~nation IV.-In determining the question as to whether an 
undertaking is or is not a dominant undertaking, regard shall be 
had to-

0) the lowest production made, or services rendered, by the 
undertaking concerned during the re'evant year, and 

(ii) the figures published by the Central Government with 
regard to the total producH::m made or services rendered 
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in India Or any substantial part thereof during the rele­
vant yerar. 

Explanation V.-For the purposes of Explanation IV, prO'duction 
includes supply, distribution or control Qf go-ads. 

Explanation VI.-For the purposes of this clause "relevant 
year" means anyone year out of the three calendar years immedia­
tely preceding the preceding calendar year in which the question 
whether an undertaking is or is not a dominant undertaking is 
determined. " 

2.82. It was represented to the Committee that under the terms 
of the Monopolies Act, a Company classified as 3 dominant under­
taking for one particular product was similarly classified for all its 
production which was unreasonable, for a company might have 
many lines orf production and dominance might exist only in res­
pect of a comparatively small segment of its output. In this re­
gard, Government have stated that the anomaly pointed out in the 
representation is not genuine. According to them, the position 
under law is that an undertaking which is registered as a dominant 
undertaking is dominant only in respect of those goods where it pro­
duces, supplies or distributes one-third of the total of those goods in 
the country and the regulatory provisions of Section 21 of the 
M.RT.P. Act, apply to this undertaking only in respect of substan­
tial expansion in these goods. 

Licensing Policy in regard to dominant undertakings 

2.83. According to the new licensing policy, an industrial licence 
has to be obtained by all 'dominant undertakings' if they intend to 
set up a new unit or substantially expand their production. If the 
total value of assets of a dominant undertaking, together with that 
of its inter-connected undertakings, is Rs. one crore or more, it has, 
in addition, to get clearance under the provisions of the MRTP Act 
from the Government (Department of Company Affairs) before a 
licence can be issued to it for substantial expansion of its activities 
or for establishing any new undertaking which, when established, 
would be::omc- an inter-connected undertaking. (The Procedure 
for o:btaining cJ2arance under the M.R.T.P. Act has been discussed 
separately later in this report). The dominant undertakings are, 
however, allowtd to diversify their production in the field of manu­
facturing new articles, because such undertakings, though domi­
nant in exi'3ting lines of production, will not be dominant in the new 
articles of manufacture. 
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2.84. One of the guidelines laid down by the Government for 
.riealing with applications for industrial licence is: 

"A greater element of competition in the production of 
various goods where monopolistic conditions have deve­
loped or are tending to! develop should he brought about 
through licensing. At the same time, normal expansion 
of existing units should continue to be encouraged. in 
order that these units become more economic and their 
products effectively compete in international markets." 

'Government were asked to elucidate the application of this guideline 
in view of the fact that M.RT.P. Act specH'1cally provided for a 
m?chinery and procedure for dealing with monopolies and to state 
whether it was intended that, besides the Department of Company 
Affairs, the administrative Ministries, Technical Advisers, Licensing 
Committee etc. should also exercise independent judgement and 
check monopolies:monopolistic tendencies at the stage of recom­
mending applications for the grant of licence. Government hsve in 
reply stated: "The M.R.T.P. Act has undoubtedly laid down speCific 
procedure and machinery for dealing with monopolies. The Indus­
trial Licensing Policy hac, nevertheless, a significant complementary 
role to play in ensuring that, as far as possible, monopolies are not 
created. When applications from dominant undertakings are re­
ceived by the Licensing Committee for expansion in the same line, 
an endeavour is made to ensure that new parties are also licensed so 
as to see that dominance of the existing undertaking does not 
increase any further. In this respect, the licensing policy acts as a 
complementary instrumeat of Government's pollcy to prevent con­
centration of economic power and is not competitive or contrAdictory 
to the procedure and policy enunciated in the M.R.T.P. Act." 



CHAPTER III 

ACHIEVEMENT OF POLICY OBJECTIVES 

A. Impact of Licensing Policy on rate of Industrial Growth 

Rate of Industrial G'rowth 

3.1. According to the figures given in para 1.12 of the Fourth Five 
Year Plan, production of organised industry increased by 8 to 10 per 
cent during the first four years of the Third Plan. In 1965-66-the 
last year of the Third Plan-the growth of industrial production 
dowed down to 5.3 per cent, reducing the overall growth rate during 
the Third Plan to 8.2 per cent compared to the target of 11 per cent. 
The index of industrial production (base 1960-:---:100) increased by 
only 0.2 per cent in 1966-67 and by 0.5 per cent in 1967-68. This 
declaration in the rate of growth of industrial production after 1964~65 
i~ attributed to many factors: dislocations caused by hostilities 
in 1965; decline in purchasing power because of the setback on the 
agricultural front due to two successive droughts; stagnation in 
inve- tment; shortage of foreign exchange due to pause in external 
aid and the need for abnarmally high imports of foodgrains and PaW 

materials and for completion of a number of projects started earlier. 
It is stated- that, with the improvement in agricultural production 
in 1967-68 and 1968-69 and as a result of certain remedial measures 
taken by Government (such as import liberal isation following deva­
luation; decontrol of certain commodi*ies like steel, coal, paper, 
fertilisers and commercial vehicles; delicensing of a number of 
indu tries; some increase in the public sector's demand for domestic 
manufacture) and a rise in the exports of engineering goods, indus­
trial recovery began in January, 1968 and this resulted in an increase 
of 6.2 per cent in industrial production in 1968-69. 

3.2. It is stated in the Fourth Five Year Plan (1969-74) that "an 
overall rate of expansion of around 9 per cent in the net output of 
m,ining and manufacturing industries and construction would appear 
to be consistent with the projected growth in aggregate income and 
agriculture production". More precisely, the Fourth Plan envisaged 
large scale manufacturing to grow at an average rate of 9.3 per cent. 
The actual increase, in term-· of net value added however, is stated 
to have been 5.9 per cent in 1969-70 and 3.6 pcr cent in 1970-71. The 
annual average for the first two years of the Fourth Plan taken 
together works out to 4.7 per cent. Calender year~iI.e, the general 
index of industrial production registered a growth of 7.1 per cent 

6 
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in 1969 and of 4.8 per cent in 1970· During the first 8 months (Janu­
ary-August) of 1971 for which figures are available, the industrial 
production was higher by only 2 per cent compared . to the level 
attained in the corresponding period of 1970. 

3.3. According to the Economic Survey for 1971-72 prepared by 
the Ministry of Finance "data on the production of some major 
industries are available upto October, 1971; estimates based on their 
performance suggest that the rate of growth is currently running at 
between 3 .and 3~ per cent. If the present trends persist, the rate 
of growth for the financial year 1971-72 would be between 3.5 and 4 
per cent. Even if necessary adjustments are made to take care of 
the well known deficiencies in the weighting pattern of the Official 
Index, no material change in the rate of industrial growth is likely 
to emerge." 

Reasons for fall in the Rate of Industrial C'rowth 

3.4. The Fourth Plan Mid-Term Appraisal brought oLit by the 
Planning Commission in December, 1971 had the following reasons 
to offer for the low rate of growth of industrial production during the 
first two years of the Plan: 

"Industrial production has been held back basically by two 
sets of fadors: (1) those that have inhibited utilisation of 
capacity and (2) those that have inhibited growth of 
capacity. A sub~tantial segment of the industrial sector 
has been suffering from under-utilisation of capacity. The 
main casual factors operating with varying intensity, in 
different industries have been (i) insufficient demand, (ii) 
shortage and irregular supplies of raw materials, compo­
nents, stores and spares, (iii) shortage of irregular Siupplies 
of power, (iv) transport bottlenecks, (v) disturbed indus­
trial relations and (vi) other management problems. In 
a growing number of industries production has been 
coming up against a capacity constraint. Larger produc­
tion has not been possible as the existing capacity was 
more or less fully utilised and no new additional capacity 
was coming up. Capacity constraint has been the result 
of a variety of factors operating with varying intensity in 
the affected industries. In some cases, the problem is 
a consequenc~ of the lack of entrepreneurial interest, during 
the two years of wide-spread industrial recession (1966-
67 and 1967-68), in initiating new industrial investment 
that would have fructified into additional capacity in the 



67 

early years of the F·Jurth Plan. In many ca3es, the root 
cause is inadequate or delayed licensing or the fact that 
the licences, for various reasons, found implementation 
financially unattI1active or beyond their capacity. Un­
balanced lice,nsing as between establis)1ed and new entre- • 
preneurs, substantial and small entrepreneurs, expansion 
and new unit applicants, public and private agencies, 
developed and backward area locations, etc. resulted in a 
high proportion of infructuous licences. There was, per­
haps insufficient awareness that promotion of new entre­
preneurs required many other encouragement measures 
besides preference in grant of industrial licences. Problems 
and delays connected with capital goods licensing and 
financial difficulties stemming from the fluggish capital 
market and the cost escalations have also hampered crea­
tion of new capacity. Other contributory factors have 
been (i) the delays in civil works on account of shortage 

of steel, structural fabrication f~cilities, experienced 
design anel construction firms and labour troubles, (ii) 
the delays in procurement of domestic and foreign plant 
and equipment, and (iii) the delays in full commi,sioning 
attributable to lack of experienced m·magerial and techni­
cal personnel, and, sometimes, wrong choice of locations 
and technological processes." 

3.5. Government have also, in the material furnished to the Com­
mittee, explained the reasons for the decline in the rate of growth 
of industrial growth during 1970 as compared to previous two years, 
thus: 

"(a) During 1970, the output of finished steel declined by as 
much as 5 per cent. The decline in steel production has 
not only affected the index of industrial production direct­
ly, but the shortage of steel in the economy has also 
affected the output of many steel-based industries. For 
instance. the output of steel pipes and tubes has declined 
by as much as 27 per cent. In a number of other steel-

based industries, even though there may not have been a 
decline in output, the increase i,n output was inhibited by 
the overall steel shortage. 

(b) Apart from steel, the output of cotton textiles was stag­
'nant during 1970 as compared to 1969. Cotton textiles 
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have a weight of 21 per cent in the overall index, and the 
stagnation in the output of cotton, textiles, which was due 
to the extreme shortage of raw cotton, has therefore had 
the result of pulling down the growth rate recorded by 
uther industries. 

(c) Apart from the above reasons, the observed decline in the 
output of leather manufactures has been a purely statisti­
cal one and not real. The increase of industrial production 
i; based on figures of output of units-as far as this indus­
try is concerned-which are registered with the DGTD. 
With a change in the definition of small scale industries to 
cover units with fixed capital investment upto Rs. 7.5 lakhs, 
a number of units previously registered with the DGTD 
have since been transferred from the books of the DGTD 
to the DC (SS1) , with the result of their production returns 
are no longer incorporated in the figures of production 
uS\:!d for preparation of the index of industrial productioll. 
The decline in this industry, therefore, is statist'ca) r<lthel 
than real. 

(d) Certain special factors have affected a few industries like 
railway wagons, for which production has been sta.gnant 
because the Railway Board has curtailed orders for wagons 
on the industry; decline in the demand for stathnary 
diesel engines for which the demand is coming down owing 
to rural electrification programmes, and, again, lack of de­
mand which has affected some industries like road rollers· 

(e). Industrial disputes have affected the output of a number of 
industries like sewing machines, where there has been a 
big decline in production owing to a prolonged strike in 
one of the major units: electric fans, electric lamps and 

radio receivers, where, similarly, there has been stagnation 
in output arising from industrial disputes." 

Under-Utilisation of Cnpacity 

3.6. It has been represented to the Committee by a large number 
of non-official organisations and individuals that there is ,at present, 
a considerable extent of under-utilisation of industrial capacity in the 
country. Under-utilisation of industrial capacitv could be with refer­
ence to either the licensed capacity or the installed capacity. Accord­
ing to a survey conducted by the Federation of Indian Chambers of 
Commerce and Industry covering 200 industrial products, the number 



of industries utilising 50 per cent or less of their capacity rose from 
79 in 1969 to 78 in 1970. According to a leading industrialist, as a 
result of idle capacity the development process which was a closely 
knit one, slowed down because of the spread efft~ct. Idle capacity 
also involved less than optimum utilisation of scarce investment reo 
sources and entrepreneurial, managerial, and technical skills. He 
said that if the impediments to optimum utilisation of capacity 
could be removed, by proper measures, it was possible to exceed the 
growth target of 8-10 per cent for the industry in the Fourth Plan 
In fact, according to him, the growth of 12-15 per cent was not 
beyond thc competence of the inductry.* 

3.7. A leading non-official organisation has, in a memorandum 
~ubmitted to the Committee, indicated that the extent of under-utili· 
sation of "installed" capacity for 1970 in certain sectors of the engi­
neering industry has been as follows: 
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The principal reasons, according to the memorandum, were lack of 
domestic demand (the recession in the mid-sixties); shortage of raw 
materials fUch as steel, non-ferrous metals, graphite, calcium carbide, 
argon gas, etc,; low productivity; industrial unrest; shortage of 
power; shortage of finance; non-availability of spare parts and com­
ponents; etc. 

3.B. Government were asked to indicate their own assessment of 
the extent of under-utilisation of licensedlexisting capacity in 
industry and the rea'ons therefor. They have stated: 
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"It is very difficult to assess the total ext~nt of under-utilis&­
tion of licensed or actually created capacity, in different 
industries in the country at any point of time. This may 
be due to several reasons· Firstly, the nature of certain 
industries may be such that it is difficult to work on the 
basi3 of 100 per cent utilisation of. existing capacities. 
Secondly, the nature of industrial activity is such that 
under-utilisation COon exist during certain periods of time 
because of shortages uf raw materials or transport facili­
ties or decline in demand and may not exist for any length 
of time. Finally, the industrial capacity of this nature is 
an object which is difficult to measure in a qualitative 
fashion." 

Government, however, admit that "there~till exist certain sectors 

indicating much un-utilised capacities. These industries include 

wood work machines, cement mill machinery, vehicular type diesel 

engines, road rollers, structurals, cranes, railway wagons, transmis­

sion towers, water meters, lead and lead sheets, bra~s sheets, steel 

castings and CI pipes. According to the figure furnished by the 

Government, the industries-Nan-Engineering as well as Engineer­

ing-where the percentage of utilisation of capacity was less than 50 

per cent during 1970 are as follow!;: 
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3.9. The serious implications of under-utilisation of capacities 
have been spelled out by Government as follows: 

"The implication of under-utilisation of installed capacities 
are serious for the economic well being of the country. 
It naturally means that industrial production is less than 
what could have been if these capacities had been fully 
utilised. With a fall in industrial production, employ-

ment opportunities in the country automatically l:iuffer. 
A fall in production also has serious implications for 
inflationary trends in prices. Another result of this phe­
menon is that the import bill of the country goes up be­
cause, some essential commodities which could have been 
produced by the fuller utilisation of installed capacities 
have now to be imported." 

R,emedial measures taken j .,~ 

8.10. It is stated that Government have taken the following steps 
to meet the serious situation of the existence of under-utilised 
installed industrial capacities: 

(a) Government had, in F'~bruary, 1970, announced the libera-



lised Licensing Policy delicensing industries involvina 
investment of less than Rs. one crore subject to certain 
conditions and also allowing industries having a total in­
vestment of Rs. 5 crores to effect a substantial expansion 
of Rs. one crore without applying for a fresh licence. 

(b) Government have also relaxed for the benefit of smaller 
entrepreneurs the Industrial Licensing Policy announced 
in February, 1970. It· was or' ginally Frovided that indu>;­
trial undertakings with fixed assets in land, buildings, 
all:d machienry of Rs. 1 crore or less in value would be 
exempted from the requirement of an industrial licence 
under the Industries Act. Th:s dispensation was, how­
ever, subject to certain conditions, one being that the 
undertakings would not require foreign exchange for im­
port of machinery and equipment of Rs. 10 lakhs or more 
than 10 per cent of the value of the increase in fixed assN:; 
in land, buildings and machinery, whichever is less, nor 
would they ordinarily require foreign exchange for im­
port of raw materials, components and the like. Accord­
ine to a notification issued in July, 1971, Government have 
raised the exemption limit in respect of import of capital 
goorls so that undertakings requ;ring imported capital 
good::: up to Rs. 5 lakhs or 10 per cent of the additional 
fixed assets, whichever is higher, will not be required 
to obtain a licence under the I.ndustries (Developmeat 
Dnd Regulation) Act. Similarly, the condition regarding 
the import of components and raw materials for the pur­
pose of exemption from the licen<;ing provisions has been 
modified so that undertakings which do not require more 
than 10 pc>r cent by way of imported components after 
three years or which do not require imported raw mate­
rials of a value of more than 5 per cent of the ex-factory 
value of annual production, subject to a maximum of Rs. 5 
lakhs, will not be required to obtain an industrial licence. 

(c) On 1-1-72, Government announced a list of 54 specified 
industries permitting industrial undertakings engaged in 
them on single or double shift working to work 0n the 
basis of maximum utilisation of the lLensed capacity and 
in other cases where the units have not yet been licensed 
on shift basis to increase their production upto 100 pf'r 
cent of the licensed capacity subject to certain conditions. 

(d) In order to encourage industrial investment in areas 
where capacity constraints are beginning to appear, anum-



ber of Public Notices have been i'ssued during the past. 
year, inviting applications under the Industries Act tor 
the croation of new capacity or for expansion in scooter:; 
and three wheelers, auto ancillary industries, cement, 
caustic soda, soda ash, calcium carbide, paper and pulp 
machinery, ceramic machiaery, cutting tools (like drill 
bills), wheel sets for Railways etc. 

(e) In order to step up industrial production, and particularly 
in order to meet the shortage of steel, import, policy has 
been significantly liberalised so that industrial produc­

. tion at an accelerated rate can be achieved in the future. 

(f) In order to increase the output of small scale industries, 
positive encouragement is being given for their growth. 
Apart from the reservation of an increasing number of 
industries for development in the small scale sector, there 
has been a significant step up in the amount of financial 
assistance given by nationalised banks having increased 
from Rs. 251 crores as at the end of June 1969 to Rs, 379 
crores as at the end of June 1970 and further to Rs. 400 
crores by the end of March, 1971. 

(g) Finally, in Ol'd€:l to increase industrial capacity, there has 
been a step up in the approvals given for the import of 
capital goods. 

~u 1. It is further stated that Government has been keen in dis­
charging its responsibility for providing sufficient raw materlals to 
sustain the existing capacities and to meet new ones. Out of the 
total import requirements of minimum estimated Rs. 9,730 crores 
for the Fourth Five Year Plan period, Rs. 7840 crores would be for 
maintaining import or imports of raw materials, components and 
spare parts need for sustaining and accelerating growth of indus­
trial production. The import policy recognises the need for import­
ed raw materials particularly for priority industries, export-orient· 
ed industries and the small scale sector. Liberal imports of steel 
have also been allowed to meet steel shortages. 

3.12. The Secretary, Ministry of Industrial Development also 
explained before the Committee the reasons for the fall in the rate 
of growth of industrial production during the last two years. He 
said that the objectives enunciated in the Industrial Policy Resolution 
of 1956 or the Industrial Licensing system as such were not a hin­
derance to the industrial development of the country as under this 
'Very system, a rate of growth upto 10 per cent had been achieved 
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some time earlier:. The ,fourth Five Year Plan had, according tu 
him, envisaged that durmg the early period of Plan, a large part of 
the increase in production would come as a result of increased uti­
lisation of the existing idle capacity. However, the utilisatlon of this 
idle capacity, he maintained, did not come about to the extent it was 
hoped for due to. certain reasons such as shortage of steel, raw mate­
rials etc. Therefore he held: 

"During the first half of the Plan period an important factor 
which has accounted for the low productive growth is not 
.... licensing the capacity could be used to the fullest 

possible extent. So far as new inve'stments are concerned, 
a very large part of the new investment was put in the 
public sector in a number at core industries. This has not 
proceeded at the pace envisaged. This was due to finan­
dal constraint. In fact the expenditure was much below 
the outlay envisaged in the Plan. It was because of 
management problems, construction difficulties, shortage 

of steel, shortage of construction materials and to some 
extent lack of coordination between different agencies. 
So far as the private sector is concerned the position is 
that, in fact, the number of letters of int~nt, and licences 
issued have shown an increase in the recent past. The 
capital issues have shown an increase. But this has hap­
pened in the last year or two and it will be too early to 
say when this new capacity will come. lit will come 
probably in .the later part of the Plan period. In the pri­
vate sector the slow growth in the early part of the Plan 
period is also a reflection of the earlier period when the 
industry during the period of recession was not maving 
ahead." 

3.13. A point was made during evidence that the re~ent low rate 
of growth of industrial production may be attributed to the Govern­
ment's new Licensing Policy which inter alia laid constraints on 
the role of Larger Industrial Houses in the industrial development 
of the country and that if the decline in the industrial prodt.lction 
was to be arrested and the rate of growth increased, the Licensing 
Policy needed suitable modification, especially in so far as Larger 
Industrial Houses were concerned. Replying to the point, the Sec­
retary. Ministry of Industrial Development stated: 

" .... the usual period between the grant of a licence and the 
licence fructifying would be about three years. So, the 
decline in the growth rate for the one and a half years 
from February 1970 to the midrlle of last year has nothing 
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to do with that particular policy which was announced 
in 1970. The result of that policy would be seen three 
years after the announcement of that policy, and not 
earlier. Just as the result Of any accelerated grant of 
licences etc. which is taking place now would also not 
be visible immediately. The result of this would be visi­
ble about 3 or 4 years afterwards because the part.ies to 
whom the licences are given would not be able to set up 
their ventures in less than 2 or 3 years; in fact they may 
even take 4 years in some of the bigger cases. I would 
say that the decline in the growth rate in 1970-71 would 
perhaps not have very much to do with the new policy 
announced by the Government in February, 1970. It is 
too early for that policy to show its effect· in the 18 
months or so immedkltely following." 

Justifying the provisions of the new licensing policy in regard to 
the Larger Industrial Houses and Foreign Companies, he main­
tained: 

"It can be said that any restriction on any body wanting 
to get up industry in the country would retard the rate of 
industrial growth. But I would submit we have to take 
Industrial Policy Resolution as a whole. l,t does lay em­
phasis on economic development and all that. It also 
prescribes certain other objectives which Government 
have (in view) .... it is the question of how much wcigh­
tage you give to various objectives that you have in the 
Industrial Policy Resolution." 

As regards the view that the constraints on Larger Industrial 
Houses could result in a further decline in industrial production, 
he stated: 

"I would submit that there is bound to be a period in 
which while you are trying to develop entrepreneufi,al 
skills in a large number of smaller people .... the rate of 
growth may not be so fast as one would wish it to be .... 
It may take two years, three years or four years. Gradu­
ally, that kind of expertise is bound to spread out into a . 
wider section of people and that would be good for the 
country." 

Earlier on 15th July, 1971, the Minister of Industrial Development 
also, while speaking on the Demands for Grants relating to his 
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Ministry had, referring to the low rate of growth during 1970, 
touched upon this subject thus: 

"In this connection I would like to remind Hon. Member;; 
that in a period of tran"'ition when we are consciousl~r 
attempting to reduce the concentration of economic power 
and to encourage new entrepreneurs in the industrial field, 
there would be a temporary period when the rate of 
growth of output is somewhat less than what might have 
been achieved if we were to permit unrestricted expansion 
of industry by those who were already in an overwhel­
mingly dominant position in d;fferent industries. This is 
an area where we must endeavour to maximise industri1l 
output conSiitent with the other socio-economic objectives 
of policy in the interests of reduction of concentration of 
production and of econmic power in a few hands." 

3.14. Another pOint raised during evidence was that the delays in 
'IHlustrial liccnsing have also rcsulted in slowing down of industrial 
prod~ioll. In this re pect, the representative of the Ministry stat­
,~d: 

"So far as the procedural delays in the i'isue of industrial 
licences are concerned, the Minister and everybody else 
are deeply concerned. There aftC periodic meetings to find 
out which application is held up and for what reasons .... 
(In cases attracting the M.R.T.P. Act), earlier, after the 
Licensing Committee took a decision on any particular 
ca'se, the case used to be put to the Advisory Committee 
under the MRTP Act. Now, the procedure is that all the 
applications are considered independently and concur­
rently under the Industries (Development and Regulation) 
Act land the M.R.T.P. Act." 

3.15. It would be apt to quote here the Economic Survey for 
1971-72, which, after analysing the various causes of the fall in indus­
trial production during the year and taking note of the various mea­
sures taken to arrest it, han the follOWing conclusions to draw: 

"All things considered, the performance of the industrial 
sector is likely to continue to cause concern for some time 
to come. No doubt the inve'tment climate is on the 
whole, healthy, and applications for industrial licences are 
on the increase. Nevertheless, several factors have com­
bined to create difficulties in the way of a rapid and ~acce­
lerated rate of industrial growth. A number of cases of 
expansion have been held up because of possible tie-ups 
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with the . larger industrial houses. Newer entrepreneurs 
have still to find their feet, and in any case, the period of 
gestation of new investments is likely to be greater than 
for expansion of capacity. Short-term stress and strains 
arc now likely to raise their head with the growing un­
certainties on external accounts, and .add to the problems 
of expanding as well as making optimum usc of industrial 
capacity." 

3.16. The Committee note the contention of the Government that 
the fall in the rate of growth of industrial production in the orgatlised 
!'cctor from 7.1 per cent in 1969 to 2 per cent during the first eight 
months of 1971 cannot be attributed to the new industrial licensing 
policy announced by Government in February, 1970 as it is too early 
for the policy to show any impact on the industrial scenc, Dnd that 
this has been more due to other factors: one bcing that the new 
investments, a very large part of which was in the Public Sector 
cover;ng a number of Core Indu'itries, could not fructify fot' various 
reasons; the second being under-utilisation of the industrial capadty 
already licensed or installed mainly on account of shortage of raw 
material particularly steel and cotton; decline in orders specially in 
respect of railway wagons, ~tationary diesel engines etc.; and indus­
trial d:sputes. They also note the various steps taken by Govern­
ment for augmenting production in the private sector, c.g., inviting 
applications for settin~ up new caparities in areas where capacity 
constraints have shown up: lib!"ralisatiol1 of import Jl',licy for ("apital 
goods and to mel't the shortage of st('el; ratinl1ali"ation of ex("mptions 
from industrial r censing- on the ha"is of import 1'f'quir("ments: and 
the more recent lihcralisatir»l1 annnunced in January this year for 
fuller uti1i!'ati<ID of instaih'd cnpacity in respect of 54 important 

industries. 

3.17. The Committel~ rcgrt~t that, de"'pilP the rf"cognition in the 
Fourth Five Y('ar Plan documf'nt i1self thllt th(!re was considerahle 
idle industrial capacity wh:ch had tt) he harnessed durin~ the l"ar1y 
period of the Plan, Goverl1ml"nt had to wait for taking c()rrt~rtivl" 

action until thl' rate of growth of industJ':al prodU"tion actually cmne 
down to a distressingly low level. Governmf'nt's po~icy of capacity 
restraint'l based on llnrf'ali.;t:c targ<>t '. whir'h WIIS l!ivf"n up only in 
March. 1970, migh I also havf' henn. in the oufnifln nf tIlt' Cnmmittf"f". 
another contributory f"ctor in thi!; rl'gllrrl. Thl~y ('uns;c't"r thRt if 
corrective steps w(-re tllkl'n bv Gov"rnm ... ,. ;n good tim.-. thf" rCluntrv 
might hav.- heen sav"d of tlw rl·t·f'nt dr('rlH~ in tlll' rRh~ of erowH, 
of prClduction in tlw orL!ani",,-<1 !'!"c(otr pnd nt'lfl rhnrtngrs (li-veJopinU' 
in ('ertain ca'.egorie!! of ,::ood!ll. 



3.18. As regards the constraints in the new Licensing Policy iR 
regard to Larger Industrial Houses and Foreign Companies. the 
Committee appreciate that in attempting to broad-base entrepreneur­
ship and reducing concentration of economic power, there could be 
an interregnum when the growth of industrial production may nut 
be as much as it cOlllld be otherwise. The Committee expect Govern­
ment to keep a continuous watch on the impact of the Industrial 
Licensing Policy on industrial growth and production in the interest 
of assuring adequate supplies of goods to meet the rising demands 
of the people and above all to generate employment opportunities to 
absorb gainfully the ever growing working force. 

3.19. The Committee feel that there is a tremendous upsurge of 
optimism, self-reliance and buoyancy in the country and if this pro­
pitious combination of factors is put to productive use, our country 
can achieve a dramatic break-through in industrialisation. The 
Committee see no reason why it should not be possible to achieve the 
planned rate of 9 per cent in industrial growth in !iuch an optlml~tlc 
climate and in fact, to improve upon it appreciably. 

Rate of Growth in Sm.llll Scale Sector 

~,20. The Minister of Industrial Development had, while referring 
to the low raote of growth of industrial production (4.8 per cent) 
r~corded in 1970 during the Debate on Dem'lnds for Grants fo'r his 
Ministry in Lok Sabha on the 15th July, 1971, emphasised that the 
mnex of industrial production reflected only the growth of the lar~e 
.,('ale sector. In this context, he quoted the statement of the Deputy 
Minister in his Ministry made in Lok Sabha on "the previous day 
that thC' ralte of growth of industrial production achieved by the 
~mall scale industry during 1970 was 11 per cent. Subsequently. 
while answering a Question in Lok Sabha on the 24th November. 
1971, the Minister of Industrial ~velopment stated: "The rate of 
growth in the small scale sector for 1970·71 has not been computed; 
the rate of growth for 1969 over the 'Previous year is estimated at 
:lbout 11 per cent." 

3.21. During evidence before the Committee, the official repre­
~entative of the Ministry of Industrial Development 'admitterl that 
Government did not have an "authentic figure" in regard to ilie rate 
')f growth in the small scale sector. He said that in regard to that 
~ector "We have some estimate made out 'and there is the study of 
the Reserve Bank and that study shows that the rate of growth in 
the small scale sector in 1970 was 11 per cent." Stating that he 
would, however, "take this as an indicative flgure and. not a figlrlre 
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by which one would certainly stand", he pointed out that it was 
difficult to accurately estima,te the production in the small scale 
'>ector as the small scale units were not required to furnish th,dr 
productive data to any authority on the basis of which the rate of 
growth could be assessed. The registered or licenced large sC3le 
units, on the other hand, were required to furnish production returns 
periodically, on the barsis of which the rate of growth of industrial 
production in that sector was evaluated by the Ctntral Statistical 
Organisation. 

3.22. As to why the small scale units were not required to furnish 
any data in regard to their production, he sta;ted: 

"We do not wa.nt to impose such a liability that every unit 
should report production because already small scale uni ts 
are saying that so much of procedurall formalities have 
to be fulfilled. They find it burdensome. In fact at a 
meeting, in Sri nagar, of the Small Scale Industries Board 
one of the complaints of the small scale industries was that 
they haove so much of governmental formalities, rules and 
regUlations, that they find it irksome and lot of time is 
wasted in it. If we prescribe that every small scale unit 
will have to send returns of how much they produce, 
perhaps, they will think that it is an additional· burden on 
them and that they will h3ve to keep some staff for work­
ing out figures and reporting them periodically to the 
Directorates of Industries in the State. Actually, because 
of the size involved, many small scale units may bl.' so 
small that the -same main is a mechanic and the owner­
proprietor. Therefore we have not been able to impose 
condition for reporting production. submission of returns, 
etc., on the small scale units as we have done in the case 
of larger units." 

3.23. In reply to a question as to how, in the absence of produc­
tion data in respect of individual} units in the small scale sector, had 
the rate of growth in that sector been arrived at, he stated: 

"The position is that ...... small. sac1e industries ...... take 
advances from the Banks. Particularly, in the towns, they 
ta.ke money from the Banks for covering their production 
just as the larger industries take theirs. We tried to obtain 
the figures about the advances ta1ren and on that b<lsi.s 
worked out their production. Normally we find that the 
advance a pa'l'ty takes from ::l bank ·covers about three 
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months' raw material requirements of the party and on 
that basis we try to find out the production, but we have 
to project this in regard to ot.l-ter industries which do not 
have any account with the banks. So, for those industric·.;; 
that have their accounts with the banks, the rate of 
growth and probably the same rate applies to others also. 
But a consi~L1able margin of error is allowed in this 
because we do not know whether the other industries have 
advance arrangements with the banks and whether at the 
same rate or not. It is all ju.:.t a lot of paper work Dnd I 
do not know whether we can really give a correct .UiSC>S­

ment of how much the production of the small :::cale 
industries h&s been. But I will cert'linly t.urn it over 'n 
my mind and I will also discuss it with the Development 
Commissioner of Small Scale Industries and other l)fficers 
and try to evol~ something which would be more accu·· 
rate." 

3.24. Another point radsed during evidence was that, in view of 
VIe fact that the small scale sector was receiving encoura~wment 

from Government and its contribution to the overall industrial pro­
duction being, as stated by the Secretary. Ministry of Industrial 
Development. "about 20 to 25 per cent", an assessment of the rate of 
growth of industrial production on a basis which excludes produc­
lion in that sector would be rather unrealistic. In this regard, the 
Secretary, Ministry of Industrial D<!velopment stated: "I would say 
that the overall raote of industrial development taking together the 
small, medium and large scale into account would certainly have 
an eleme"t of error. We do not have better system than this. We 
have no fool proof system that we can adopt alt the moment." 

3.25. The Planning Commission have, in their Mid-term Appraisal 
of the Fourth Five Year Plan (December, l.l1l), given their own esti­
rnat.e of the actual growth rate of small scale mS'I1ufacturing fiR 3.4 
per cent in 1969-70 and 3.6 per cent in 1970-71, as against the average 
:mnual rate of growth in that sector of 5.2 per cent envisaged in the 
Fourth Plan. The Appraisal adds: "'!11;s is, however, a sector where 
ancquate and accurate information is not yet available. It is, there­
fore, quite possible, as is often claimed, that t~ national income 
data very sulYstantialiy under-starte growth of output in the small 
!;cale sector. The actual rate of growth in this sector might well 
have been much higher than given in thtJ eso estimates." Explain­
in)! the rea!;ons for accepting CSO estimates, the Appraisal st"lted: 
"The eso estimates ... relates tu "unregistered manufacturing" and 
not to 'small scale manufacture' as ·,;uch. But since the twu do not 
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tlave widely different coverage these halVe been taken to represent 
more or less the same segment of the economy." 

3.26. The Economic, Survey for 1971-72 brought out by the Minis­
I,ry of Finance, has also referred to the further decline in the rate 
::If growth of industrial production during 1971-72 and has, in this 
l:Ontext stated that it cannot "be averred that the small scale indus­
trial unit3 have peJ1lO(tlled so much better during the year than the 
Jrganised ones that it would make for a substantial difference in 
~he over8l1I growth of the industrial sector." 

3.27. In a press comment that has come to the notice of the Com­
nittee, doubts have been expressed as to the accuracy of the esti­
nate by the Reserve Bank of the rate of growth of 11 per cent in 
the industrial production in the small scale sector during 1969 thus: 

"Although the bank admits that it haG given currency to the 
figure of 11.2 per cent, it asserts that it has estimated the 
growth rate at 8.2 per cent in 1968-69 and 11.2 per cent in 
1969-70 on the basis of data provided by the Develop­
ment Commissioner for Small Scale Industries. 

The use of data supplied by the Development Commissioner 
for estima,tes the growth rate of th>e small scale industry is 
invalid for the following reasons: 

It related to the value of gross output at current prices. In 
other words, to the extent that the increase in pricp.s in 
1970-71 was high{!r than that in HI69-70, the rate of growth 
is inflated. The index of industrial production which 
give'S the growth of output in the large scale industry, by 
contrast, relalf:es to value added at constant prices. The 
rate of growth of the small scale industry calculated from 
the Dewlopment Commissioner's data, cannot, therefore. 
be considered with the growth rate of large scale industry 
sector computed from the index of industrial production. 

The gross value of output for 1968-69 and 1969-70 supplied by 
the Development Commissioner related to the units re­
gistered with him. It is certain that a number of small 
scale .industries which were in prdduction earlier got 
themselves registered only in 1969-70. To that {!xtent, 
a paJ;t of 11.2 per cent growth is attributable to the in­
crease in the number of units registered with the Develop­
ment Commissioner-that is, to the expansion in the 
coverage of data. 
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And finally, even in respect of units registered with him, 
the Development Commissioner's data a·re partly based on 
returns submitted by small scale units and are, th~refore, 
estimates and guess works. 

Considering the long delay in the submission of return;; by 
small scale units, only a small part of the figure of value 
added by sman scale industries in ·1969-70 supplied by the 
Development Commissioner to the Reserve Bank is likely 
to have been based on actual returns filed by 'Small scale 
units. 

Indirect evidence to suggest that the rate of growth of small 
scale industries has not been outst-anding in any WCly is 
provided by '~ta'tistics of bank advances to small scale 
industry. Thus, whereas bank advances to small sCille 
units rose by Rs. 119 crores between July 1969 and June 
1970, the increase was Rs. 17 cropcs in between July 1970. 
and June 1971." 

3.28. The Small Scale Sector is now contributing substantially to 
industrial production in the country and that its contribution is likely 
to incrmlse with the encouragement it is receiving at all levels from 
Government and Government owned organisations. It is therefore 
imperative that a suitable methodology should be evolved for so 
working out the rate of growth of industrial production that it reflects 
the ('omposite growth, both in the large as well-as small scale SC(~­

tors. The Committee note that the Reserve Bank of India and the 
Development Commissioner of Smal1 Scale Industries arc brin2ing 
out some kind of estimates about the value of production in the sma)) 
scale sector but these do not find acceptance in knowledgeable quar­
ters. The Committee also note t'he difficulties expressed before them 
by the Ministry of Industrial Development of asessing the industrial 
production in the small scale sector in the absence of a reliable data 
as also the anxiety expressed b;v them of not burdening the small 
scale industry with returns. The Committee would, however, like to 
point out that a substantial number of small scale units have to, and 
do in fact. s(~ek the assistance of the various State and Central autho­
rities and public financial institutions for aJlotting them scarce raw 
materi9ls. financial accommodation and other facilities. 

3.29. The Committee would suggest that Government should cons­
titute an expert study team to work out a detailed methodol02Y fOf 

compiling reliable statistics about the volume of production in the 



small scale industries sector. This study them should be required t. 
give recommendations within three months or so and Government 
should arrange for implementation of their decision thereon without 
delay so that reliable statistics become available at least from this 
year onwards. 

B. Development of Backward Areas 

Policy and Plan provisions 

3.30. The First Five Year Plan published in 1952 had emphasised 
the development of those States and Regions: "which have so far 
rcrna'ned backward." The Plan, however, explained the difficulties 
involved in the dispersal of industries: 

"The extent to wl'4ch the pattern of industrial location in the 
country can be changed within a short period is undoubted­
ly limited. For any industrial undertaking to operate 
profitably, it must have easy access to raw materials, to 
la,bour, to power and to markets. The tendency for indus­
tries to concentrate around certain ar~s where industrial 
development has already taken place is explained by the 
availability in those area,s of a lIarge number of 'external' 
'Cconomies on account of the prior development ~ ~ncil­
lary services and facilities like banking, transport and 
communications. It is difficult, therefore, in the initial 
silages to induce private industry to choose a new loca­
tion where such facilities are inadequate." 

3.:n. The Industrial Policy R'Csolution of 1959 precisely laid down 
the State Policy of reducing disparities in levels of develoilment 
between different regions in the country in the following words: 

"In order that industriflisation may benefit the economy of 
the country as a whole, it is important that disparities in 
levels of development be;ween different regions should be 
progressively reduced. The lack of industries in different 
parts of the country is very often determined by factors 
such as the availability of the 'necessary raw materials or 
other natunal resources. A concentration of industries in 
certalin areas has also been due to the ready availability 
of power, water supply and transport facilities which have 
been developed there. It is one of the aims of national 
planning to ensure that these facilities are steadily made 
availa,ble to area~s which are at present lagging behind 
industrially or where there is greater need for providing 



opportuniti~s for employment, provided the location b 
otherwise suit,eklle. Only by securing a balanced and co­
ordinated development of the industrial and the agricul­
tural economy in each region, can the entire country uttain 
higher s1la.ndards of living." 

3.32. The S~cond and Third Five Year Plans also underlineo the 
lIeed for a balanced economic development of the country. The 
Second Plan stated that the problem had been kept in view and, 
through stress on rese8lrch, mineral survey and decentralisation of 
production particularly in regard to agricultural processing industries, 
the correct trends of development were being set in motion. 

3.33. The Third Five Year Plan, while reviewing th~ progress 
made in setting up industries in the backward regions of the country 
during the Second Plan acknowledged: "As regards the diffusion 
of industrial activity, so far as the larger industr;~s are concerned, 
economic and technical considerations are always important and in 
practice only marginal deviations are feasible." According to the 
Plan: "in the location of the public sector projects the claim of the 
relatively backward areas have been kept in view wherever 1his 
could be done without giving up essential technical and economic 
criteria". In regard to licensing of industral projects in the private 
sector, the Third Plian stated: "The claims of underde~loped regions 
arc kept in view and locations in such areas are suggested to pros­
pective industrialists. Tbe progress, programmes and production 
targets of a number of industries in the private sector are examined 
from time to time with a view to secure the location of new Cfapacit~' 
on a zonal b~sis. It is recognised that in future there shoUld be 
even greater. stress in th~se directions." The Plan, however, pointcd 
out~ "Excessive emphasis on the problems of particular regions and 
attempts to plan for their development without relating their need'" 
t') th~ requirements of the national economy have to be gunrded 
against, for, in the final analysis, it is as integral parts of the country 
that different regions coo best hQPe to release their full potential 
for growth. Balanced regional growth emerges eventually from a 
wholoe series of connected developments, many of wbich arc of a 
long-term character." 

3.34. The Fourth Plan also, in para 14.25 dealt with the problem 
of development of backward areas. It stated: 

"Measures ,are proposed to be take,p for the development of 
industries in the backward areas. The. normal eco.nomic 
forces governing the location of industries are at present 
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so overwhelmingly in favour of the developed areas that 
the problem of dispe.rsal of industries to backward re­
gion would require coordinated action at the Centl'lal, 
State and local levels. The problems is so wide-spread 
that during the Fourth Plan it would be possible to make 
only a beg\nning. It is through a continuing programme 
of economic development supported by measures to 
attract industries to backward regions that the present 
imbalance can be rectified over a period of time." 

'l'he Plan, however, emphasised that State Government3 have a 
special role to play in providing infrastructure facilitie3 to enable 
the establishment of industries in the backward regions. 

3.35. Thus, apart from the location of Central Projects in back­
ward States apd the promotional efforts of organisations concerned 
with the development of small scale industries, no concerted action 
appears to have been taken for development of backward areas in 
the country during the first three Plan periods. 

Identification of Backward Areas 

3.36. Following the recommendation of the Working Groups on 
IdQntification of Backward Areas and on Fiscal and Financial In­
centives for starting industries in backward areas, Government took 
the first positive step in this direction with the identification of 
backward areas. The Planning Commission asked the States to 
identify their backward areas on a rational basis and prepare inte­
grated developme.nt plans for such areas. 

3.37. During evidence, this step taken by Government was men~ 
tioned by the representative of the Planning Commission thus: 

" .... for the first time in the Fourth Plan document, an at­
tempt was made to see that the regional imbalances are 
also corrected to the extent that is possible. Certaion 
special scheme was formulated. This was discussed in 
the National Development Council as a result of which 
certain backward areas have been identified and certain 
concessions announced. The idea was that there should 
be some scope for the development of these identified 
backward areas in the different regions." 
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Allocation of Central Assistance 

3.38. In order to give effect to the policy of correcting inter­
regional imbalances, the criterion for allocation of Central assistance 
to States has been modified by the National Development Council 
in favour of the relatively backward States. According to the new 
formula, 10 per cent of the Central assistance has been set apart 
for States whose per capita income was lower than the national 
average. This has benefited Bihar, Kerala, Madhya Pradesh, Orissa, 
Rajasthan and Uttar Pradesh. Under a special pattern for Hill 
Areas, 90 per cent of the Plan outlay in Hill Areas in Assam, Jammu 
& Kashmir and Nagaland has been agreed to be given as grant and 
10 per cent by way of loan. Similarly, a special pattern of assist­
ance, 50 per cent grant and 50 per cent loan in the proportional 
assistance for the Hill Areas of Uttar Pradesh, West Bengal and 
Tamil Nadu has been introduced. Under the revised formula, the 
assistance is no longer tied to projects and the States have flexibility 
in using the assistance for programmes that would benefit the back­
ward areas. 

3.39. In regard to the allocation of Central assistance during the 
Fourth Plan to the backward States, the Fourth Plan Mid-Term 
Appraisal brought out by the Planning Commission stated: 

"An analysis of the allocation of Central assistance during 
the Fourth Plan shows that even under the revised for­
mula, per capita Central assistance to Bihar and Uttar 
Pradesh, which are the two most backward States, re­
mains below the average Central assistance to all States. 
The absence of a method by which Central assistance can 
be linked with the levels of development and sectoral re­
quirements is a problem that needs fuller examination." 

3.40. On being asked to indicate thf>~ r view in this regard, Gov­
ernment have stated: 

"It is COl'fect that the per capib Central assistance to" Bihar 
and Uttar Pradesh under the revised formula of determi­
nation of Central assistance as approved hy the National 
Devti!lopment Council for the Fourth Five Year Plan is 
below the average Central assistance to States in spite of 
the following: 

(i) 60 per cent of the Central assistance was distributed on 
the basis of population and, therefore, densely popu­
lated States like Bihar and Uttar Pradesh gained under 
this criterion. 
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(li) 10 per cent of the divisible pool of Central assistance 
was allocated among those backward States whose per 
capita income was below the national average. The 
States of Uttar Pradesh and Bihar were included in the 
list of such States. 

(iii) These States also were allowed substantial amounts 
under the criterion of big and continuing irrigation and 
power projects. 

As the formula was unanimously approved by the Chief 
Minister of States, it is not possible to make any adjust­
ments in the allocation of Central assistance with a view 
to improving the per capita Central assistance of these 
two States. The entire question could only be reviewed 
in the context of t.he Fifth Five Year Plan." 

Lrl('at:on of Central Projects 

3.41. The policy of location of Central Projects in the backward 
areas, subject to their techno-economic feasibility and viability, has 
been continuf'n in the Fourth Plan. In the Fourth Plan, 77 per cent 
of the totul outlays on investment in Central Industrial Projects 
has been provided for the backwa'rd States. 

3.42. As to the impact of the policy of location of Central pro­
jects in the backward States, the Working Group on Fiscal and 
Financial Incentives for starting Industries in Backward Areas 
(1969) had the following observations to make: 

"Even the establishment of a number of large scale projects 
in such backward States as Bihar, Madhya Pradesh and 
Orissa, which account for a significant portion of the Cen­
tral Government investment during the three Plans 
period has not helped in substantially developing the 
economy of these State3. The per capita income in these 
States, in spite of the large investment that has gone into 
the gigantic industrial projects set up there, is still sub­
stantially lower than the national average. All these 
developments are a clear pointer to the need or giving 
more direct incentives to- encourage entrepreneurs to 

divert their attention to backward areas. -This has to be 
done in addition to making available basic economic and 
social overbeads in the under-developed and un-developed 
areas .. , .• ' 
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Financial Incentives 

3.43. The Central Government have announced in July-August, 
1971 two schemes of financial incentives towards attracting private 
capital to the backward areas and for off-setting the locational dis­
advantages suffered by such areas. . 

Subsidy Scheme: Under this scheme, which was announced by 
Government on the 26th August, 1971, an outright grant of subsidy 
would be given by the Centre, amounting to one-tenth of the fixed 
capital investment of new units having a fixed investment of not 
more than Rs. 50 lakhs each in two selected districts in each of the 
States identified as industrially backward, viz., Andhra Pradesh, 
Nagaland, Orissa, Rajasthan and U.P., and one district in each of 
the other States and Union Territories. Schemes and Projects for 
new units involving fixed capital investment of more than Rs. 50 
lakhs may be considered on merit. Districts eligible for this sub­
sidy have been identified. 

Transport Subsidy: A scheme of transport subsidy was announc­
ed by Government on the 5th July, 1971 under which the new in­
dustrial units or the existing industrial units which effect substan­
tial expansion in the States of Assam, Meghalaya, Jammu and Kash­
mir, Orissa, Manipur, Tripura and the Union Territory of Aruna­
chal, would be granted subsidy by the Central Government up to 50 
per cent of the transportation cost from (or to) the nearest rail­
head to (or from) the site of factory. The subsidy is available for 
bringing in raw materials from outside the State and taking out 
finished products to other States. It is, however, not available for 
internal movement of raw materials or finished goods. 

3.44. Since these schemes have been announced recently (July­
August, 1971), Governmer.t have stated that they have no informa­
tion available with them as to the quantum of assistance so far 
rendered under the scheme~. It is, therefore, difficult to ascertain 
as to what extent these schemes have bel:n taken advantage of by 
the industrialists in the backward areas. 

Concessional Finance 

3.45. In pursuance of a decision of the National Development 
Council, 209 industrially backward areas or districts have been 
selected by the States in consultation with the Planning Commission 
specifically for concessional finance. Concessional finance in the 
form of lower rates of interest and a longer amortisation period for 
the repaying of loans is available for starting small and medium 



industrial entreprises in these industrially backward areas. The 
Department of Banking, in consultation with the Planning C(lmmis­
sion and other concerned Ministries/Departments have formulated 
a scheme under which the public sector financial' institutions, viz., 
Industrial Development Bank of India, Industrial Finance Corpora­
tion of India and Industrial Credit and Investment Corporation of 
India, would grant loan on concessional terms to the industrialists 
in the selected backward areas. This scheme started functioning 
by the middle of 1970. The financial institutions have already an­
nounced their concessional terms and conditions. 

3.46. It was stated in the Mid-Term Appraisal of the Fourth 
Plan: 

"There are indications that only a few entrepreneurs have 
approached the financial institutions for concessional fin­
ance, notWithstanding wide publicity given to the scheme. 
However, it is too early to judge the effectiveness of these 
two schemes in attracting industry into backward areas." 

Government were asked to indicate the reasons for this lack of in­
terest by the private entrepreneurs and the remedial measures pro­
posed to be taken in this regard. They have stated: 

"Besides provision of essential infra-structure facilities. suit­
able steps need also to be taken for ensuring coordination 
of the activities of the different developmental agencies 
concerned including the financial and credit institutions 
at the State and district levels so as to provide facilitie8 
for technical advice including preparation of feasibility 
reports etc. The question of formulating proposals for 
organisational arrangements at the Centre and at the 
State and district levels for promotion of industries in 
selected districts is under consideration in the Planning 
Commission." 

Rural Electrification Corporation 

3.47. Governm{'nt have set up a Rural Electrification Corporation 
for advancing loans for financing electrification projects on favour­
able terms. These include lower scales of minimum returns and 
rates of interest and easier terms of repayment. The Corporation 
has, according to "Fourth Plan-A Mid-Term Appraisal", approved 
of 132 schemes, 52 in the backward areas. 
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Outlays of funds etc. by States 

3.48. The proposed Fourth Plan outlays for States which have 
specifically allocated funds for the development of backward and 
special areas are indicated as below: 

--.. ------- ._._----

Stote 

A~sllm (Hill Arca~) 

Guiarat 

Jammu & Kashmir: 

(a) Ludakh 

------_._._ .... _ .. _--_._._-- --

Fourth Plan 
otltlay 

(Rs. in lakh~) 

1,255 

600 

(b) Horder Blocks and Backward Areas 

Meghalaya 

2ce 

50 

300 Tamil N~du 

Uttar Pradcsh : 

(a) Eastern Districts 

(h) Bundelkhand 

(c) Uttarakhand 

(d) Other hill districts 

200 

--_._--_._------_ .. - ------ -_. ---_ .. _- ._---- ... -----

It is stated that the emphasis is on programmes of communications, 
horticultuTe, electriflcation, water supply, health and education. 

Bodies set up fOT developing 'backward regions 

3.49. To enable speedier and integrated development of backward 
areas, special bodies have been set up in some States with varying 
responsibilities and functions, They are: 

Andhra Pradcsh 

Bihar 

Maharashtrn 

I. Rayalaseema Developmen t Hoard. 

2. Telengana DevclopmCnt CC'mmittec. 

Development Authority for Chhnta Na~p\'r 
and Santhal Parganas. 

I. Marathawada Dcvelopment Corporation. 

2. Development Corporation of Vidarbha 
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Uttar Pradesh 
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3. Development Corporation of Konkon. 

4. Western Mahurashtra Peve\opml'nt 
Corporation. 

Rural Development Board and Special 
Advisory Committee. 

V.P. Hill Development Board. 

Incentives to be given by the States and Union Territories 

3.50. It is stated that the main incentives which fall within the 
purview of the State Governments/Union Administrations include 
carrying out detailed feasibility studies, conducting promotional 
Dctivit;es like intensive devdopment campaigns by the States, pro­
vision of developed sites and plots and factory accommodation on 
more easy and concessional terms, supply of machines by the States 
Small Industries Corporations on more liberal terms, exemption 
from sales tax, assistance in supply of scarce raw materials by the 
States Small Industries Corporations, etc. Many State Governments 
like West Bengal, Maharashtra, Gujarat, etc., have already announc­
ed their incentive schemes in this regard and the others are work­
ing in this direction. The concessions and facilities vary from 
State to State. 

Intra-State imbalances 

3.51. Government were asked as to how was coordination main­
tained between the Centre and the States in the matter of setting 
up of infraJ!ltructure in the backward areas in the States so as to 
reduce intra-State disparities in the levels of development. They 
have stated that, in connection with the formulation of the Fourth 
Five Yeor Plan, the Planning Commission has taken a view that the 
removal of inter-disparities within the States is essentially the res­
ponsibility of the States. When the State Plans were being formu­
lated, the Planning Commission requested the States to evolve their 
plans in a manner that would result in the reduction of disparities 
in the matter of development between different areas and communi­
ties. The entire Central assistance available for allocation to the 
States has been distributed on the basis of certain objective criteria 
evolved by the Committee of Chief Ministers set up by the National 
Development Council. One of the criteria adopted by the Com­
mittee of the Chief Ministers related to the special problems faced 
by States on account of the occurrence of drought affected areas, 
desert areas, flood affected areas, tribal areas and metropolitan 
areas, etc. In view of the decision to distribute Central assistance 
in the form of block loans and block grants, no amounts have been 
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a whole. An Area Planning Unit has been set up to col­
lect relevant information for formulating strategies 0' 
development as well as to assist States in the preparation 
of district plans, especially for backward areas. Steps are 
proposed to be taken to encourage States to initiate simi­
lar exercise ,at their own level and also to build up the 
machinery for multilevel planning." 

3.56. The point regarding prcparntion of District Plans and the 
a'>sistance being prOVided by the Planning Commio:;sion to the States 
in this regard was raised during evidence also. The representative 
of the Planning Commission stated that, to begin with, all the State'; 
had been advised to set up independent expert bodies, other than the 
Planning Departments, exclusively devoted to Planning for the 
States. At present, according to him, only a few States had these 
bodies. Apart from this, he said: 

"we have aIm realised that even after these planning boards 
or planning commissions are set up at the State level, they 
would need a certain amount of training. The officers and 
others would have to be trained in the methodolo~y of 
planning. This is a matter on which thc Planning Com­
mission has written to the State Governments suggesting 
that their officers should come and sit in the Planning 
Commission and work for a few months, and we are pre­
pared also to educate them and train them and provide 
them with the necessary expertise. Some of our officers 
have already gone and spent time in some of the States 
and worked with their officers." , 

As for the assistance that was proposed to be provided to the States 
in the preparation of District Plans, he stated: 

"After the new Planning Commission h3s taken office, we have 
also decided to create ,a senarate cell in the Planning Com­
mission (at least to start on an experimental basis) to pro .. 
vide assistance to the States in terms of taking up a few 
districts and teach them how precisely the district plaln­
ning should be done. This has alre.ady been set up in the 
Planning Commission and is being sterengthened. They 
have initiated some work in regard to detailed district 
planning ... One Member of the Planning Commission is in 
charge of this cell ... Detailed work will now start in terms 
of particular sectors; agriculture, torestry, animal hus--
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bandry etc. Special task forces have been set up to go amI 
study these problems and make specific recommenda­
tions." 

3.57. The Committee are impressed by the Government's concern 
for l~nsuring that the backward areas get their due share of f"~vdop­
nwnt. Th(~ recognition of the problem in fact finds specific n1l'ntion 
in each of the Plan documents. The problmll is, however, far from 
silUlllc, fOlr industries have a natural tendency to ,get concl~ntrated in 
areas where there is ready availability of power, water supply. trans­
I,ort, skilled labour and ready market for finished products. The 
COlllmittel~ regret that, during the first three 5 Year Plan p(~riods, 
l'X('(~pt fof' locating a few public sector projects in certain backward 
States, no concerted steps We1'e taken to progressively remove dis­
parities in the levels of development between different regions in the 
country. Only very recently during the Fourth Plan period, a start 
has been made in this direction by impressive allocation of Plan 
funds specificaJJy for backward Dreas in certain States ranging from 
Rs. 50 lakhs in the case of Megbalaya to Rs. 320.57 crores for Uttar 
Pradesh, liberal allocation of Central assistance to backward States, 
identification of backward area!; ;lII1d announcement of direct finan­
cial incentives of the Central subsidy, transport subsidy and con­

l'essional financ(~ to encourage entreprenlmrs to s'et '~p industries in 
hackward areas. The Government are also encouraging and assisting 
the States in s,'UinJ~ up an (>xpert planning organisation to prepare 
State and District Plans with a view to reduce intra-regional dispari­
ties within the State. It is too early to assess the response to, and 
success of, these measures. The Committee nevertheless welcome 
thl~ positive start made in this direction. 

3.58. The potentiality of industrialisation as a means of speedy 
development of hackward areas needs no stress. To p.Uract indus­
tries, it is necessary that infra-structure is provided in those nr{'fts, 
the most important of whkh is the provision of roads and power, 
development of water resources and above all trained man-power 
who are willing to give of their hest to the industry. The provision of 
infra-strudure and the choice of priorities as between different re­
gions and areas taken up for development within the State is.how­
ever, primarily the responsibility of the State, It is, therefore, only 
with the ))ositive cooperation of the States that any suhstantial pro­
gress can to made ill the development (If backward 9reas, which the 
Committee hope, will be forthcoming in a greater measure. 

:1.59. The Committee feel that as the problem of these hackward 
regions is a formidable one, it is but appropriate that the Planning 



separately allocated for any specific programmes to be included in 
the plans of the States. Government, however, expect that the 
States would, while distributing the Plan resources between differ­
ent programmes, take into view the requirements and potential of 
different areas and give special consideration to the needs of these 
areas which have lagged behind the others in the matter of economic 
development. 

3.52. The question of reducing disparities in the level of develop­
ment of different regions and Districts within a State and the pro­
vision of i;nfra-structure in the backward areas of States was also 
raised during evidence. On this question, the representative of the 
Planning Commission stated: 

"A good part of thE: provision for infra-structure has to come 
from within the State Plan. For example, development 
of roads, electricity and so on, are really within the State 
Plans. The Railways are, of course, the C~tral responsi­
bility. What we are trying to do is that, in resped of the 
backward regions, during our Plan discussions, we give 
preference in the matter of financial allocations for intra­
structure facilities and other facilities which are required 
for the backward regions. There is a constl1aint in regard 
to the extent to which thi:; could be da.n.e. 

It was further stated by the representative of the Planning Commis­
sion: 

" .... except in some very specific cases, where edrmarked funds 
are provided, it is not possible for the Planning Commis­
sion, or it might be somewhat embarrasing for the Plan­
ning Commission, to say that so much money should be 
sPQnt in such and such la district. We have not gone to 
the district level yet. But there are some specific areas 
or certain regions which have been identified and we have 
said that regional plans should be prepared and .... that 
so much money should go into those regions for such and 
such specific purposes, within the total State Plan. This 
has been done up to the regional level for some specific 
identified regiOJls which need accelerated development, 
but we have not yet gone to the district leve1." 

3.53. The Secretary, Ministry of Industrial Development also 
agreed with the representative of the Planning Commission and 
stated: 
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"by and large I would still think that much would depend on 
the State Governments and their willingness to allocate 
the resources given in the overall State Plan for the devel­
opment of these districts, because it might be embarras­
sing for the Central Governm~nt to say that they should 
depend so much on this district or that district. The Cen­
tral Government and the Plann~ng Commission can say 
in a broad way that so much of Central assistance would 
be given, the total size of the State Plan being so much, 
and such and such would be the priorities: for agriculture 
so much, for electricity so much, for irrigation so much 
and so on·" 

He, however, assured the Committee that in 
shall "certainly see that something spedal is 
ward) districts." 

Formulation of District Plans 

future, Government 
done in these (back-

3.54. It is stated that since the beginning of the Fourth Five Year 
Plan, the Planning Commission have been advocating the pr~para­
tion of integrated district plans, particularly for the backward dis­
tricts, on scientific lines. The formulation of these plans is consider­
ed necessary for the balanced development of different areas and 
communitioes, the proper conservation and exploitation of local re­
sources and potentials and the optimal utilisation of development 
resources. Most of the States, it is stated. have now selected districts 
where the preparation of district pl<lJns have been taken up. The 
statements of progress made in the preparation of District Plans in 
respect of the backward districts of States furnished by Government, 
however, indicate that, except for Rayalasecma consisting of four 
Districts of Andhra Pradesh in respect of which a regional pInn has 
been prepared and submitted to the Rayalaseema Development Board, 
the prepar,ati~n of District Plans is at a very nebulous stage. 

Role of Planning Commission in District Planning 

3.55. In regard to the assistance be.ing provided to the States by 
the Planning Commission in the matter of preparation of District 
Plans, it is stated: 

"The Commission has initiated some action f{)r the collection 
and analysis of information regarding the level, trends and 
potentials of development of various districts with the 
objective of evolving a ~patial strategy for the country as 
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Commission and the Central Government should lend 8 helping hand 
to the States in formulating concrete Rnd detailed proposals for de­
velopment of these areas. Noting that t'he Planning Commission have 
already set up an Area Planning Unit to provide guidance to States 
in this behalC and that the State Governments are being urged to 
evolve their own district plans for development, the Committee stress 
that plans for integrated and phased development of infra-structure 
facilities in backward areas should be finalised within the next 12 
to 18 mont,hs so that these could he implemented in real earnestness 
at least in the next plan period. The Committee have no doubt that 
Government would make available adequate financial and other 
resources to enable these backward areas to catch up on development. 

3.60. The Committee feel that the best method of industrialising 
the backward areas would be to locate suitable public undertakings 
there. The Committee are glad to note that Government have taken 
some positive action in this behalf and that as much as 77 per cent of 
the total investment in the public sector is being made in industric8' 
located in backward areas. While this is a welcome step, the Commit­
tee would like to stress that these public undertakings should act as 
catal'ytic agents and make determined efforts to develop ancillary 
Rnd small scale industries in t,he neighbouring area so that the pur­
pose of having an industrial complex and infra-structure for futUre 
growth, are assured. 

Det,clopment of backward area'! through licensing 

3.61. The Industrial Licensing Policy of Governmant as an instru­
ment for regulating industrial development of the country hns an 
important role in the development of backward areas. The guide­
lines issuf'd by Government to the sponsoring .authorities as well a~ 
the Licensing Committee for dealing with applications for industrial 
licences spells out various considerations that have to be borne in 
mind, one being "reduction of regional imbalances and special con­
sideration to licence applications relating to industrially under­

developed regions." 

3.62. In order to find out, to what extent this consider-ation wa<; 
being actually applied in the issue of industrial l;cences, G?vern­
ment were asked to indicate, State-wise, the In umber of hcences 
issued durin~ the three years. 1969. 1970 and 1971, for ncw ,or addi­
tional capacities to be set up in the backward areas. The mforma­
tion furnished by them is as follows: 
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3.63. It is noticed from the information furnished to the Commit­
tee that the number of licences issued for setting up new or additional 
cap~cities in backward areas over the three years, 1969-71, as 
agaInst the total number Qf licences issued, has been as follows: 

---.------ ---
1969 1970 1971 Total 

-----.. _--_. ---_. _--0_··-
Total number of industrial licen ces issued 

(excluding C.O.B. and for shiftir g) 197 240 :\15 7~2 

No. of industrial licences issued fur hackward 
areas (excluding C.O.B. and for shifting) . 17 35 39 91 

3.64. State-wise, the number of licences issued during the three 
years 1969-71 for setting up new and additional capacities in back­
ward areas of the States were 13 in Maharashtra; 12 in West Bengal; 
10 each in Bihar and Tamil Nadu; 7 in Mysore; 6 each in Assam and 
Madhya Pradesh; 5 each in Gujarat and Rajasthan; 4 each in Andhra 
Pradesh and Uttar Pradesh; 3 each in Haryana and Orissa and one 
each in Jammu & Kashmir, Punjab and Goa, making a total of 91. 
No licence was issued for setting up new or additional capacities in 
the States of Himachal Pradesh, Kerala, Manipur, Meghalaya, Naga­
land and the Union Territories of Andaman and Nicobar Islands, 
Dadra and Nagar Haveli, NEFA and Pondicherry. 

3.65. Government were asked to state as to how many out of these 
91 licences issued for backward areas during the 1969, 1970 and 1971 
had actually fructified. They have in reply stated that information 
about new or additional capacities actually set up in those areas is 
"not Centrally maintained readily." 

3.66. The Committee note that, although reduction of regiol1al 
imbahl11CeS is one of the objectives of industrial licensing and special 
consideration is given to applications for setting up industries in the 
industrially backward regions, as against a total of 752 licences for 
new or additional industrial capacities issued during the three yearS 
1969, 1970 and ],971, only 91 were issued for setting up capacities in 
backward areas. Government have not been able to furnish readily 
to the Committee t·he information as to how many of these 91 licen­
ces have actually fructified. The Committee would like to emphasise 
here again that the issue of industrial licences, by itself, means little 
and that what is important is new or additional capacities actually 
set up in backward areas. The Committee therefore stress that the 
licences issued should be systematically and closely followed up to 
assess rulistically the impact of Government's policies and decisions 
on the f rend of industrialisation and take measures as necessary to 
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ensure that development of industries in the backward areas receives 
special impetus and encouragement. 

3.67. The Committee are greatly disappointed to note that in spite 
of the professed concern for encouraging establishment of industries 
in the backward areas, only four licences (two for new undertakings 
and two for substantial expansion) could be granted in the last three 
years for a populous and most backward State like that of V.P. The 
Committee find that States which are relatively more advanced in 
Industry continue to attract more licences even for establishment of 
industry in their backward areas. It is, therefore, obvious that the 
present measures and policy have not succeeded in making any great 
impact on the scene. The Committee feel that Government should 
analyse closely the reasons why there is sucih a dearth of entrepre­
neurs for setting up industries in backward areas so that redoubled 
and intensified efforts could be made to make good the shortcom­
ings, and provide positive incentives to attract at least some indus­
tries to these backward areas and provide some relief to the crushing 
problem of unemployment and poverty in these areas. 

Concession to Larger Houses in the interest of development of back-
ward areas 

3.68. In the preliminary material furnished by Government to the 
Committee, it is stated that applications for expansion from Larger 
Industrial Houses and foreign concerns "would be considered fJvour­
ably" if such expansions are in the interest of cost efficiency or "if the 
units are to be established in industrially und'er-developed areas". 
At another place in the preliminary material it is stated that their 
applications for setting up new undertakings in the middle sector 
"could be entertained" if they are to be established in backward: 
areas where other entrepreneurs are reluctant to invest. 

3.69. The Minister of Industrial Development also, while speaking 
in the debate in Lo,k Sabha on the Demands for Grants in respect of 
his Ministry on the 15th July, 1970, had stated that the applications 
from Larger Industrial Houses and foreign companies "would also 
deserve consideration in the middle sector if they are willing to 
establish units in the industrially backward areas where other entre­
preneurs are reluctant to go." 

3.70. During evidence, in the course of answering questions regard­
ing the steps taken by Government for the development of backward 
areas in the country, the Secretary, Ministry of Industrial Develop­
ment, however, said: "our own ideas on this point are not very clear 
at the moment. The Minister did make a certain statement of that 
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nature but we are nO,t clear whether it enunciates Government policy 
or not; we are trying to get this question clarified." On another 
oe<:asion during evidence, an official representative of the Ministry 
explained the statement of the Minister thus: 

"All that he intends to do is that if there is an industrialist 
belonging to a larger house cwning forward with a project 
and if it is in the interests of a backward area. we will 
certainly take it up with the M.R.T.P. authorities and if 
necessary with the Cabinet Committee in order to 8ecure 
the clearance and approval for such a project." 

In a subsequent written reply it is reiterated that Government are 
"examining the desirability of allOWing larger industrial hquses and 
foreign companies to set up new undertakings or to expand their 
existing units in backward areas where other entrepreneurs are re­
luctant to invest, even if it involves their entry into areas reserved 
for other sectors." 

3.71. A point was made during evidence that the M.R.T.P. Act 
should not come in the way of development of backw:.ud areas 
through the initiative of the Large Industrial Houses or Monopoly 
Houses if small and medium class entrepreneurs were not coming 
forward to set up industries in those areas. The Secretary. Ministry 
of Industrial Develqpment clarified that the M.R.T.P. Act did not 
prohibit any party from setting up an undertnking even though it 
might be a monopoly or large house, and thnt if the Department of 
Company Affairs or the Monopo,lies Commission, on the basis of the 
facts presented before them came to the concluslbn that it would be 
"in the "public interest" or "larger national interest" to allow the 
House to set up the industry, clearance could be given to it under the 
M.R.T.P. Act. In this regard; the representative of the Dep~rtment of 
Company Affairs stated that if the industry was to be set up in a 
backward area "then, it is one of the important favourable points to 
be taken into consideration in granting sanctio;l1 (under the M.R.T.P. 
Act) ". Replying to another question, the representative of the 
Department of Company Affairs inter alia stated: 

"Whenever a case is referred to Monopoly Commission they 
duly take care of the need for development of all regions of 
the country including the backward areas. This is one of 
the considerations indicated in Section 28 of the Act which 
lays down the considerations to be borne in mind by the 
Central Government or the Commission while dealing with 
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applications under Chapter III of the Act. There are also 
executive instructions which the Company Affairs Ministry 

has issued to the various administrative ministries/depart­
ments." 

Reacting to the suggestion that if the Large or Monopoly Houses 
desired to set up industries in backward areas where others were 
afraid to take the risk, the M.R.T.P. Act should be interpreted liber­
ally in such cases, the representative of the Department of Company 
Affairs assured the Committee that "this will be taken into consider­
ation." 

3.72. Asked whether in the case of applications from larger houses 
for setting up new undertakings, or for expansion of capacity of ex­
isting undertakings, in backward areas. an exception could be made 
from the requirements under the M.R.T.P. Act, the representative 
'of the Ministry 0.1' Industrial Development stated: 

"This subject had been dealt with by the present Minister and 
his two predecessors: whether any exception cannot be 
made in regard to the entry of larger houses in the in­
dustrial development of backward areas. As the law 
stands at present, there is no exemption in favour of larger 
ho:uses~" 

3.73. Another point raised during evidence was that, even though 
the declared policy of Government was not to issue further indus­
trial licences to the big Monopoly Houses in the interest of curbing 

monopolistic concentration of economic power leading to stagnation 
in industrial development, Government were still continuing to issue 
industrial licences to these Houses. The Secretary, Ministry of In­
dustrial Development explained that majority of the licences issued 
to those Houses were COB licences which, as a matter of legal neces­
sity, could not be denied to any party if, during the period wben the 
industry was de-lieencecl, "effective steps" were taken for setting up 
the industry. 

3.74. The Prime Minister, while replying to the debate on the 
Motion of Thanks on President's Address Qn the 4th April, 1972, 
inte1' alia touched upon this point, She said: 

"There is much said about the grant of industrial licences to 
the large houses. Our policy is quite clear on this. We 
are not going back on any such policy. What has been 
done is that when there is no suitable medium or new en­
trepreneur and when they do not come forward in what 
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are called the core or heavy investment sectors or export· 
oriented industries, in such cases, we have granted indus· 
trial licences to the large houses, after satisfying ourselves­
that they can set up the capacity for the production quick· 
ly. It is especially in regard to backward areas, because­
otherwise it would mean that we would not be able to set 
up any industry in those areas and this would not only not 
help the backward districts to forge ahead but it would 
also entail loss of production and involve larger imports to 
meet rising domestic needs." 

3.75. The Committee are driven to the conclusion that in the 
('xisting situation of scarce resources, expertise, engineering and 
managerial skills, it is either public undertakings or well established 
and efficient industrial organisations of proved integrity and service 
which can play a constructive role in the setting up of industries in 
backward areas. The Committee need hardly underscore the prime' 
need of the country at the present juncture for more production and 
employment opportunities for its teeming millions. T'he Committee 
have no doubt that Government would study the situation most ob­
jectively and adopt a pragmatic policy which would make for ("stab., 
Ushment of industrial units in the backward areas without further 
Joss of time. 

C. Other Objectives 

Role of Public Sector in Industrial Development 

3.76. The Industrial Policy Resolution of 1956 had declared that 
the socialist pattern of society would be the objective of social and 
economic policy of the country. Among the various measures to­
be taken for re,alising this objective enunciated in the Resolution, 
one was "to exppmd the public sector" so that the "State will prog­
ressingly assume a predominant and direct responsibility for setting 
up new industrial undertakings and for developing transport faci­
lities." The Resolution, however, recognised that although the State 
had to "assume direct responsibility for the future development of 
industries over ,a wider area", there were "limiUng factors which 
make it necessary at this stage for the State to define the field in 
which it will undertake sole responsibility for further development 
and to make a selection of industries in the development of which it 
ydll play a dominant role." The Resolution, accordingly, classified 
t\1e industries into three categories: 

Schedule A Industries: All new units in these industries-
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save where their establishment in the private sector has. 
already been approved, will be set up only by the State. 
This does not preclude the expansion of the existing pri­
vately owned units, or the possibility of the State secur­
ing the cooperation of private enterprise in the establish-

ment of new units when the national interests so require. 

Schedule B Industries: With a view to accelerating their 
future d'cvelopment, the State will increasingly establish 
new undertakings in these industries. At the same time 
private enterprise will also have the opportunity to deve­
lop in this field, either on its own or with State parti­
cipation. 

All the remammg industries fell in the third category. In regard 
to this category the Resolution stated: "It is expected that their 
development will be undertaken ordinarily through the initiative 
and enterprise of the private sector, though it will be open to the 
State to start any industry evan in this category. It will be the 
policy of the State to facilitate and encourage the development of 
these industries in the private sector, in accordance with the prog­
rammes formulated in successive Five Year Plans, by ensuring the 
development of transport, power and other [,rvices, .and by appro­
priate fiscal and other measures." The resolution, however, stated 
that the c1assificatioo of industries "does not imply that they are 
being placed in water-tight compartments" and that "inevitably, 
there will not only be an area of overlapping but also a great deal 
of dovetailing between industries in the private and public sectors." 
The Resolution further stated: 

"Industrial undertakings in the private sector have -necessarily 
to fit into the framework of the social and economic policy 
of the State and will be subject to control and regulation 
in terms of the Industries (Development and Regulation) 
Act and other relevant legislation. The Government of 
India, however, recognise that it would, in general, be de­
sirable to allow such undertakings to develop with as 
much freedom as possible, consistent with the targets and 
objectives of the national plan. When there exists in the 

same industry both privately and publicly owned units, 
it would continue to be the policy of the State to give fair 
and non-discriminatory treatment to both of them." 
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.IndustriaL Licensing and interests of Public Sector 

3.77. Government Undertakings owned by the Central Govern­
ment are not required to take out a licence under the Industries 
(Development and Regulation) Act. The issue of industrial licences 
to private entrepreneurs is, however, subject to an expanded role 
assigined to the public sector. The guidelines issued to the sponsor-

. ing authorities and the Licensing Committee for dealing with appli­
cations for industrial licences inter alia state: 

"The expanded role envisaged for the public sector in future, 
as part of Government's socialistic economic policy, is also 
to be borne in mind in examining licence applications." 

3.78. It was observed from the Minutes of the Licensing Com­
. mittee (Sub-Committee) furnished to the Committee that considera­
tion of some applications was deferred by the Licensing Committee 
with instructions for the examination of the following aspects: 

(i) Whether the interests of the Public Sector Project would 
be affected by gr~nting the licence to the party and whe­
ther it would, in any way, affect the progress of the pub­

lic sector undertaking. 

(ii) Whether the manufacturing of the item can be taken up 
by a public sector undertaking. 

(iii) Whether existing public undertaking can increase its 
capacity for the production of the item for which licence 
has been applied for to meet the entire demand. 

It was also observed that applications had been rejected or kept 
pending for a long time on the. ground that the scheme for the pro­
duction of the item or for setting up industry in the public sector 
was under the consideration of the Government. 

3.79. During evidence, the Secretary, Ministry of Industrial Deve­
"lopment was asked to expla~n these decisions of the Licensing Com­
.mittee with reference to their policy in this regard. He replied: 

"Where public sector is already in the line and making some­
thing, then it is generally considered desirable that public 
sector should have .. an opportunity to expand and meet the 
total demand. Where public sector unit does not exist for 
making that particular item, I am i.nclined to think that 
unless a definite decision has been taken by Government 



107 

to go in for that item in the public sector, it may not be 
desirable to prevent the private parties from going in, 
because the Government mayor may not decide to go in­
to that line. For that reasqn, I do not think that it would 
be quite proper to deny a licence to a private party." 

3.80 In this context, the Secretary, Ministry of Industrial Deve­
Jopment was also asked to state, whether, in his opinion, it would 
.not be better for Government to take a decision valid for a deter­
mined period, say 5 or 10 years, as to which industries or items Gov­

·ernment would like to have ~ the public sector and to publicise it 
so that the entrepreneurs were aware of the State policy and did not 

. spend their time and energy in planning the setting up of industries 
in those fields? He replied: 

"It will be desirable that for a five year plan period, at the 
beginning of the plan Government should indicate that 
these are the new items in which the public sector will 
go in; thereby the people will know that these are the 
lines in which they need not waste their time and money; 
they can (then) think of setting up another industry." 

3.81. According to a guideline issued by the Government for 
considering the applications for industrial licence, where public 
sector may not be able to take up any of the core industries during 
the Fourth Plan period, applications giving the broad requirements 
of capacity in each case should be invited. Government, were 
~~kcd to state whether al list of such core industrie's which the pub­
lic sector might not be able to take up during the Fourth Plan 
period had been copiled and publicised, inviting applications from 
private parties for setting up capacities. It is noted from the 
replies furnished to the Committee that no such list has been drawn 
up. Press Notes have, however, been issued inviting applications 
for issue of industrial licences in the case of a few industries sllch 
as Printing Machinery, Pulp and Paper Mill Machinery, Rubber 
Machinery and Chemical Machinery. In this regard, the Secre­
tary, Ministry of Industrial Development, during evidence, stated: 

"A specific list in that manner has not berzn comr:ilcd. But 
the list of public sector enterprises which will be under­
taken during the Fourth P~an is given in the Plan dpcu­
ment. Industries included in the core sector are weIl­
known and have been publicised. Anything outside that 
is open to any private party to apply for." 
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3.82. The Committee w~lcome the expanded role assigned to the 
public sector in industrial development of the country. They would, 
however, suggest that at the beginning of the Five Year Plan period, 
Government should spell out in some detail the role assigned to tbe 

public sedor during the Plan period and announce the industries or 
new lines of production proposed to be set up in the public sector 
during this period. This would enable the private entrepreneurs 
to concentrate their time and resources only on the areas available 

to them. In this residual area, where at the beginning of the Piau 
the public sector does not show any inclination to enter the field. 
applications by private parties for industrial licences may be invited. 
examined on merits and licences given expeditiously in the interest 
of increasing production and making g~ds available at the most 
competitive rates to the general public. 

Promotion Of Labour-Intem:ive Industries 

:U3. Among the several 'vital aims and considerations' stated in 
the guidelines that are to be "fully taken into account" by the 
sponsoring authorities and the Licensing Committee while dC'aling 
with applications for industrial licences is "the rapid increase in em­
ployment opportunities, through greater emphasis on labnur­
intensive industries." Government were asked to state precisel~' 

how this aim was actually given effect to while considering 3ppli­
cations for industrial licences. They have in reply stated that the 
application form for an industrial licence includes a column against 
which the party is required to furnish information regarding 1he 
category-wise employment potential of the proposed manufactur­
ing activity. The Licensing Committee, it is stated, is taking into 
account this important flactor, along with other considerations, 
while taking a view of the merits of the proposal. 

3.84. In this context, it would be relevant to quote from the 
spnech of the Prime Minister in Lok Sabha on the 4th April, 1972 
in reply to the debate on the Motion for Thanks to the President 
for his Address. In the context of a suggestion for a moratorium on 
strikes, she emphasised the need for uninterrupted production and 
said: 

"Workers, particularly those in the organised sector, should 
recognise that by keeping the wheels of industry going 
witholJ.t interruption, they can make a very significant 
contribution to economic growth and thus to the creation 
of greater employment. If we ha,ve called for a mora­
torium on strikes and lock-outs, it is not for the benefit 
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of those who control industrial units; it is for the bene­
fit of the nation and specilally for those who are the least 
privileged sections." 

3.85. The problem of unemployment in. the country and the 
!potentiality of industry in minimising it needs no emphasis. The 
·extent of employment potential of new ventures that nlOy be 
liuensed by Government therefore gains urgent importance. The 

'Committee recommend that while licensing new or additional capa-
cities, greater emphasis should be placed on the labour-intensive 
nature of the schemes and their capacity to generate employment 

. opportunities. 

Pre-emption of Capacity 

3.86. Non-utilisation or under-utilisation of capacity could be 
(·ither due to genuine e.conomic reasons or it could be the re'sult of 
cielibera<te attempt to pre-empt capacity without the intention of 
<1ctuJlly setting up the capacity licensed and with the intention of 
preventing others from setting up new or additional capacity and 
thereby to create an artificial shortage to the advantage of the 
licensee. 

3.87. Before March, 1970, with a view to prevent what w(,re 
regard'cd as "undersiably high investments" with reference to Gov­
f'rnment's own assessment of demand over a time span and "to 
1 C'lieve pressure on scarce raw materials", Government were Llpply­
i!1g capacity constraints in issuing industrial licences by mean:> of 
"banned lists" of industries. Under the system it was possihle for 
,;11 Industrial House to pre-empt capacity and, by not actually imtal­
ling the same, take advantage of the resulting shortages. The 
,'l'UiJlem of pre-emption of capacity by a few l~ading Industrial 
1I: :usC's was highlighted by Prof. Hazari in his report (1966) and 
fllhsequently by the Industrial Licensing Policy Inquiry Committpe 
(Dut Committee) in their report (1969). On a. consideration of the 
JJndiJigs of these reports and aho appn:ciating that, instead of 
Government themselves hazarding a guess as to the future demand 
C1nci restricting licences on that basis, it would be far better to 
"leave it to th.c entrepreneur himself to decide whether th~l'e is 
r()om for further manufacture in the particu]al' line", Government 
suspended the 'banned lists' in March, ]970 and finally abolished 
them in May. 1971. The policy of the Government now j.,; that 
cc,p3city considerations are no long'er "rigidly" applied in the matter 
(,I industrial licensing and the consideration of total cApacity 
;l1readv licensed in the country "is not allowed to act as a factor 
of co~straint in the grant of industrial licences." Government 
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therefore consider it unlikely that any capacity could be pre-­
empted by the larger houses to the detriment of the economy or 
the public interest under the present liberalised licensing policy. 

3.88. The Committee note the contention of tbe Government 
that they are now not applying rigidly capacity considerations in 
i~suing industrial licences and therefore it is unlikely that any 
capacity could be pre·empted by any industrial bouse to tbe detri­
ment of tbe economy or the public interest. 

D. CENTRAL ADVISORY COUNCIL 

Central Advisory Council 

3.89. Section 5 of the Industries (Development and Regulation) 
Act, 1951 provides for the establishment by the Central Govern­
ment of a Central Advisory Council for the purpose of advising it 
on matters concerning the development and regulation of indus­
tries enumer~ted in the First Schedule to the Act. The Central 
Government is required to consult the Advisory Council in regard 
to Rny amendment to the Rules rebating to the internal working 
of the Council, the original Rules being framed by the 0211tral 
Government itself. Besides, Government may consult the Advi­
sory Council in regard to any other matter connected with the 
administration of this Act in respect of which the Central Govern·, 
ment may consider it necessary to obtain the advice of the Advisory 
Council. 

:~.90. The Act provides that the Adv:sory Council shall r:cnsd 
of a Chairman and other members "not exceeding 30 in number". 
The Central Government is to appoint such members who are 
"capable of representing": 

(a) owners of industrial undertakings in scheduled indu:>trics: 

(b) persons employed in industrial undertakings in schl" 
duled industries; 

(c) conSUIflel'ii of goods manufactun~d Or produced by sche­
duled industries; 

(d) such other class of persons including pr;mary producers, 
as in the opinion of the Central Government, ought to be 
represented on the Advisory Council. 

:i.91. In pursuance of the provision of the Act, Gov'2rnment have' 
appointed the Central Advisory Council. The present Council, with 
the Minister of Industrial Development as it'S Chairman, was 
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constituted on the 5th March, 1970 and would continue till 4th' 
March. 1972 when its term will expire. During the last 10 years" 
(1961-71) for which information has been furnished by Govern­
ment the Council has been meeting only once a year. Information: 
regarding attendance at indiv,idual meetings is not readily available' 
with the Government but it is stated that "about 22 members usual­
Iv attend these meetings every year, on an average." 

3.92. Spelling out the role at present a'ssigned to the Central 
Advisory Council in regard to the deV'elopment and regulation of' 
industries. Government hove stated that the Council is supposed: 
to advise the Central Government on matters concerning the 
dcvelopm~nt and regulation of scheduled industries, According to 
them, one of the subjects, which is generally taoken up for a dis­
cussion in the meetings of the Council, is the review of the general' 
economic situation of the country and the state of industrial 
development. There is a general exchange of views on various; 
matters of importance connected with the subjects on the Agenda. 
All the important suggestions made at the meeting a.re considered 
by the Government in greater depth and suitable action is talcen· 
wherever called for. 

3,93, Replying to the question whether Government invadably 
consult th,z Council before baking major policy decisions in regard 
to development and regulation of industries, the Minjstry have 
stated: 

"It is not con.sidered necessary to consult the Council beforC" 
tak:ng a policy decision in the matter of developm'2nt 
and regUlation of industries. The suggestions made at 
meetings of the Council are, however, kept in mind by 
the Government. The members arc always free to voice' 
their feelings laga,inst a decision of Government at the 
subsequent meeting of the CounciL" 

Asked specifically whether the views of the Council and the advice' 
tendered by them are duly considered by Government before 
taking policy decisions, Govern'ment have stat>~d: "A concensus of 
the opinion expressed at a meeting in regard to any specific matter 
j~, no doubt, taken into consideration while deciding major issues. 
of policy concerning aon industry." 

~.94. The Central Advisory Council, besides bein,g a useful {orum 
for a purposeful dialogue between Government and private indus­
try aimed at understanding the problems of industry and explain­
ing Government's policies and view points, has an advisory role to' 
play under the Industries (Development and Regulation) Act. The 



·~.. I I 2 

'Committee would like to emphasise the advisory role of the COUll­
·cil in the matter of regulation of industries under the Industries 
Act and suggest that meetings of the Central Advisory Council 
should be called at least twice a year, if not oftener. The object 
of the meetings should not be merely to have a "general exchange 
of views" or a discussion on the "review of the general economic 
situation of the. country", as seems to be the case at present. 
Instead, members should feel free to bring up specific problems 
concerning various regulatory measures taken by Government 
under the Industries (Development and Regulation) Act. and offer 
concrete suggestions for resolving them in the intere~t of incrt.'nsl'cl 
production. ~~ 

Reviewing Sub-Committee 

3.95. Rule 18 of the Registration and Licensing of I.ndl'.strial 
Undertakings Rules, 1952 provides for the setting up of a Sub-Com­
mittee of the Central Advisory Council to "review all licences issu­

. ed, refused, varied, amended or revoked from time to time, and 
advise Government on the general principles to be followed in the 
issue of licences for establishing new undertakings or ~ubstantial 
expansion of the existing undertakings". The results of the review 
are required to be reported to the Central Advisory Council. The 
Sub-Committee is appointed by the Council under Rule 17 of the 
Central Advisory Council (Procedural) Rules, 1952 which empowers 
the Central Advisory Council to appoint. committees, consisting of 
members of the Council or even outsiders, and assign functions or 
refer questions to them. 

3.96. It is stated that the Reviewing Sub-Committee consists 
entirely of non-officials drawn from amongst the representatives of 
the Federation of Ind;an Chambers of Commerce and Industry, the 
Associated Chambers of Commerce and Industry of India, All India 
Manufacturers' Organisation and of the principal Labour Organisa­
tions represented on the Central Advisory Council of Industries. 
Last reconstituted on the 24th July. 1970, the composition of the 
Reviewing Sub-Committee is as follows: 

1. Shri A. E. Faizullabhoy-Chairman. 

MEMBERS 

2. Shri S. S. Kanoria 
3. Shri Bhaskar Mitter 
4. Shri K. N. Modi 
5. Shri A. Sivasailam 
6. Shri G. B. Newalkar 
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7. Dr. b. M. Patil 
8. Shri Pravinchandra V. Gandhi. 
9. Shri M. N. Dastur 

10. Shri Basheer Ahmed Sayeed 
11. Shri G. Ramanujam 
12. Dr. Mrs. Maitreyee Bose 
13. Shri Kanti Mehta 
14. Shri Mahesh Desai 
15. Shri S. S. Mirajkar 
16. Shri S. N. Hada. 

'It is stated that the approval of the Central Advisory Council as to 
the composition of the Reviewing Sub-Committee was obtained by 
circulation of the proposaL It is also stated that if any vacancy is 
caused in the Reviewing Sub-Committee on account of a memher 
'having ceased to represent an All India Organisation on the basis 
of which he was appointed a member of the Council, it is filled by 
appointment of the person who succeeds him in that Organisation 
and the orders in this regard are issued by Government in the name 
-of the Council on a formal request having been received from the 
~oncerned Organisation. The term of office of the Reviewing Sub­
Committee is co-terminous with the term of office of the Central 
Advisory Council which in the case of the present Council was 4th 
March, 1972 . 

. Frequency of Meetings 

3.97. Government have informed the Committee that "on an 
average two meetings of the Sub-Committee are held in a year". 

'The details in regard to meetings held during the last four years 
(1968-71), are, however, as follows: 

--.------.--.. ---

1970 

197 1 

!580 L;S.-9. 

No. of 
meetings 

held 

2 

Nil. 

2 

Dates period for which the 
licence applicatiors 
dealt with by the 
Licensin~ were re­
viewed at the mcctin g 

13-3-68 1-1-67 to 31-01-67 

22-2-69 1-11-67 to 31-10-68 

14-7-69 1-II-68 to :U-3-69 

22-6-71 1-4-69 to 31-3-70 

29-12-71 1-4-70 to 31-3-71 

-----_._---
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It is stated that no meeting of the Reviewing Sub-Committee was; 
held in 1970, as the term of the Sub-Committee constituted in 1967 
had expired in 1969 and the reconstitution of the Sub-Committee 
was done only on 24-7-70. Even after reconstitution of the Sub­
Committee in July, 1970, it is stated, it had not been possible to hold 

its meeting before 22-6-71 "due to certain unavoidable circumstan-
ces." It is noted that the infrequency of meeting of this Commit­
tee has also been a subject of discussion at the meeting of the Re­
viewing Sub-Committee. 

3.98. During evidence, the infrequency of the meetings of the 
Reviewing Sub-Committee was pointed out and the Secretary .. 
Ministry of Industrial Development was asked to state whether 
there were any inherent limitations in the organisation of the Cen­
tral Advisory Council or its Reviewing Sub-Committee which were 
coming in the way of closer and more frequent consultation by 
Government. He said: 

"There are no such difficulties. I think we ourselves have 
been a little remiss in this matter. Last year (1971) we 
have held two meetings..... but there is no doubt that 
before that, for one reason or the other, the meetings 
could not be held regularly. Now it is our effort again 
to hold regular meetings at least twice a year. I do not 
think any difficulty in that matter will arise ... I can only 
say that it is unfortunate that in the past meetings were 
not held regularly .... The Advisory Council itself sug­
gested two meetings (in a year) and we intend to hold' 
these." 

Procedure for Review 

3.99. Government were asked to state the procedure followed by 
the Reviewing Su.b-Committee for reviewing all licences issued, re­
fused, varied, amended or revoked from time to time. They have' 
in reply stated that copies of the agenda papers and minutes of the 
meetings of the Licensing Committee are forwarded to the mem­
bers of the Sub-Committee regularly during the course of the year. 
To facilitate discussions at the meeting, various Appendices contain­
ing statistical data regarding the licence applications received and' 
disposed of during the period, in respect of which a review is pro-

posed to be undertaken, are forwarded to the members in advance 
of the date of the meeting. At the meeting the members are allow­
ed io raise points relating to the cases disposed of during the period' 
under review. The Secretary, Ministry of Industrial Development;, 
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t:h81rman ot the Licen~ing Committee who represents the Govern. 
ment side in the meeting, gives the necessary clarifications on points 
of doubt, the member concerned is advised to forward all the rele­
vant details to the Ministry of Industrial Development. The case is 
then examined in the Ministry in consultation with the concerned 
authorities and a reply is sent to the member explaining the actual 
position. .. ~ _ :;.' '~:::h ~ 

3.100. During evidence, the Secretary, Ministry of Industrial 
Development was asked to state whether the Reviewing Sub-Com­
mittee could take up individual cases also for review. He replied: 
"Reviewing Sub-Committee can take up individual cases also." 

3.101. Asked to give details of cases in the past where Govern­
ment's decision on an individual case was reviewed by the Review­
ing Sub-Committee and indicate the final action taken by Govern­
ment in such cases, Government have, in a subsequer.i written re­
ply, stated that to facilitate discussions at the meeting the mem­
bers, when invited to the meeting, are specifically requested well 
before the date of the meeting, to furnish details of the cases which 
they would particularly like to be discussed at the meeting. Infor­
mation regarding each case, so referred to the Ministry, is then col­
lected from the concerned SectionslMinistrieslDepartments. The 
Secretary, Ministry of Industrial Development who is also the 
Chairman of the Licensing Committee and who represents the Gov­
ernment side at the meeting, clarifies the position in all cases of 
doubt on the part of members. If, however, any of the cases refer­
red to the Ministry by the members could not be discussed at the 
meeting, a comprehensive note explaining the position in regard to 
e1ch case is sent to the member after the meeting. In the recent 
past, the Government have, however, not come across any case in 
which the Government decision may have been recommended for 
reversal by the Reviewing Sub-Committee. 

3.102. The Committee note that hitherto the meetings of the 
Reviewing Sub~Committee of the Central Advisory Committee ha,'c 
been few and far between. They also note that it is the intention 
of the Government to hold meetings of the Sub·Committee bi· 
annually in future. Considering that the Reviewing Sub·Commit· 
tee is the only non· Government forum at which individual or collec­
tive grievances relating to industrial licensing can be represented 
for redressel and in view of the fact that the number of appli('a. , 
tions, on which decisions are taken by the Government now run into 
~everal thousands during a year, the Committee recommend fhat 
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the meetinls of the Reviewing Sub-Committee 'Dhould be held. at­
least once in every two months, so that the Sub-Committee can 
effectively apply itself to the task of reviewing the licences issued, 
revised, varied, amended or revoked during the period under re­
view. 

3.103. The Committee also recommend that the role and functions 
of the Reviewing Sub-Committee of the Central Advisory Council 
85 also the fact that they can take up individual cases for review 
should be widely pubiicised so that the existence of a non-Govern­
ment organisation to which an aggrieved party could make repre­
sentation becomes better known and the real purpose underlyIng 
its constitution is served. 
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CHAPTER IV 

PROCEDURE UPTO THE STAGE OF ISSUE OF LETTER C .. 
INTENT 

A. General 

Types of Industrial Licences 

4.1. Industrial Licences are of the following types: 

(1) New Undertaking 

(2) Substantial Expansion 

(3) New Article 

(4) Shifting-Change in the location of the whole or part of an 
industrial undertaking requires a licence. 

(5) Carrying on Business-This licence is required in the ease 
of an industrial undertaking which should have applied 
for a Registration Certificate but did not do so, or to which 
the provisions of the Act did not originally apply but 
became applicable subsequently. 

:statutory time limit for disposal of licence applications 

4.2. Rule 15 of the Registration and LicenSing of Industrial Under­
taking Rules, 1952 lays down a time-limit of "not later than 3 months 
from the date of receipt of the application, or the date on which 
additional information under Rule 9 is furnished, whichever is later" 
within which-

(i) Where Government decides that the licence or permission 
should be granted, it "shall" inform the party accoi'ding­
ly; and 

(ii) Where Government considers that certain condition~ 
should be attached to the licence or permission or that the 
licence or permission should be refused, it "shall" give an 
opportunity to the applicant to state his cases, before 
reaching a decision. Where a licence or ~rmission has 
been refused the rule provides that the applicant shall be 
.informed of the reasons for such refusal. 

119 
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4.3. The Secretary, Ministry of Industrial Development was a·sked •. 
during evidence, to state whether, in the context of the revised pro­
cedure whereby applications normally come to the Licensing Com­
mittee at the stage of issue of letter of intent only, the provisions of 
this Rule were applicable to the stage of issue of letter of intent. In 
reply he said, "Actually, the letter intent is not defined in the­
Act or the rules. Strictly sp'~aking, the law covers only the licence 
and not the letter of intent .... By and large, we are applying the' 
provision to Rule 15 to the issue of letter of intent instead of to an. 
issue of licence." 

4.4. In a subsequent reply in regard to this point, the Ministry 
have stated: "All applications made by the parties are for the grant 
of industrial licences. The procedure laid down regarding the refusal 
of a licence in Rule 15 is followed in all cases where a party is re­
fused a licence. The question of amending Rule 15 to make it 
applicable to Jetter of intent does not arise." 

4.5. The Committee recommend that the Registration and Licens­
ing of Industrial Undertakings Rules, 1952 should be amended to 
provide for the new procedure in force since U64 whereby an 
applicant for an industrial licence under the Industries (Development 
& Regulation) Act is in the first instance issued a letter of intent 
subject to certain conditions upon the fulfilment on which it is con­
verted into an industrial licence. 

4.6. The Committee note the assurance given to them that, with 
the introduction of· the procedure for the issue of letter of intent, 
the time limits laid down in Rule 15 of the Registration and Licensing' 
of Industrial Undertakings Rules, 1952 for the disposal of licence 
applications are, by the large, being applied to the stage of issue of 
letter of intent. They, however, recommend that while amending 
the Registration and Licensing of Industrial Undertakings Rules, the­
existing procedure may be given a fonnal statutory basis. 

Procedure fo.,. issue of Letter Of Intent 

4.7. The Industrial Development Procedures Committee (Swami­
nathan Committee) (1964) had, in view of the delays in licensing, 
recommended a procedure for the "speedy issue", in the first instance. 
of a letter of intent to the applicant "after a broad and not too meti­
culous examination of the essential features of the proposal." 
Emphasing the need for a speedy issue of a letter of intent, the 
Swaminathan Committee had stated: 

''In the Committee's view, it is a matter of utmost importance-' 
that the applicants should know as early as possible· 
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whether Government would be prepared to consider 
favourably the proposal put forward by them. It will ba 
difficult for the entrepreneurs to negotiate with foreign 
collaborators or suppliers of machinery without such an 
indication from the Government. The Committee, there­
fore, favours a speedy procedure under which a "letter of 
intent" can be issued within a month or so of the date of 
receipt of the application." 

It is stated that subsequent on the recommendations of the Industries 
Development Procedure:; Committee (Swaminathan Committee) 
made in 1963, a system of issuing Letters of Intent to the applicants­
for licences under the Industries (Development and Regulation) Act 
was introduced in 1964. The purpose of issuing letters of intent is 
stated to be, to enable the entrepreneurs to negotiate with the foreign 
collaborators or suppliers of machinery on the basis of the indication 
given by the Government that an industrial licence would be issued 
to them on their fulfilling the conditions mentioned in the letter of 
intent. The conditions which are normally included in the letter of 
intent depend mainly on the features of the individual schemes. 
However, generally, the following conditions are stipulated in such 
letters: 

(i) The arrangements fOf the import of plant and machinery 
(wherever such imports are involved) would be made to 
the satisfaction of Government. ' 

(ii) The terms of foreign collaboration (wherever a tie-up with 
a foreign company is proposed) would be settled to the 
satisfaction of Government. 

(iii) The undertaking would undertake to export a given per· 
centage of its production every year (if such a condition 
is considered necessary in a particular case). 

(iv) The industrial undertaking would avail of the services of 
the Indian consultancy firms wherever such services are­
available. 

(v) The letter of intent will automatically lapse if, within a 
period of six months, applicationsfproposals relating to 
the conditions stipulated are not submitted or if, within 
a period of one year, an industrial licence is not issued to" 
the party unless the period of validity of the letter of 
intent is, in the meanwhile, extended by Government on 
an application to be made by the party before the expiry 
of the said period of one year. (This condition is invaria· 
bly stipulated in all letters of intents). 
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4.8. The letter of intent requests the party to confirm acceptance 
<>f the conditions and send (i) within a period of six months from 

-the date of issue of the letter, propo~als regarding foreign collabora­
tion and (ii) application for import of capital goods aud application 
for consent for the issue of capital (wherever necessary within six 
months from the date of issue of the letter I from the date of approval 
of the terms of foreign collaboration. In cases involving foreign 
collaboration, attention of the party is also invited to certain standard 
~eneral guidelines which are annexed to the letter of in~nt which 
the party has to fully bear in mind. It is only on fulfilment of the 

·conditions of Letter of Intent within the prescribed time limit, that 
it is converted into an industrial licence incorporating the conditions 
regarding capacity, location, import of capital equipmentlraw mate­
rials, export obligations (if any) 'and such other conditions as may 
be stipulated. 

4.9. It is noted that Government themselves have laid down a 
time-limit of 4 to 6 weeks for bringing an application before the 
Licensing Committee and in actual practice it taxes much longer­
even more than a year-for the Government to issue the letter of 
intent. The long delays taking place in the issue of a letter of a 
intent have been pointed out in all the non-official Memoranda sub­
mitted to the Committee as well as during evidence of non-official 
witnesses. In this connection one of the Memoranda states: 

"In fact, the letter of intent procedure instead of speeding up 
matters results in postponement of decisions, and increases 
considerably the total amount of paper work and executive 
time, both in the entrepreneur's organisation and in the 
Government Departments concerned·" 

Another non-official organisation has, in its Memorandum, stated: 

"Mter a letter of intent is issued there are other clearances 
capital issues, collaboration, imports etc.-which are step 
by step processes, one following the other. An industrial 
licence 1s not a package clearance~ The need for multiple 
clearances envisaging similar types of scrutinies by 
different authorities has made (this proceau~ of) licens­
ing a superfluous and time-consuming exercise by itself." 

The delays occurring at various stages in the disposal of licence 
;applications has been dealt with in subsequent paragraphs. 

4.10. With reference to these delays, the Secretary, Ministry of 
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Industrial Development was, during evidence, asked whether this 
intermediate stage should be continued when it is actually taking so 
much time, thus defeating the very object for which it was intro­
duced. He replied: 

"About three or four years ago, the Government had set up a 
Committee to examine the possibility of reducing delays 
and speeding up the disposal of applications. That Com­
mittee was presided over by Shri Swaminathan .... The 
Committee considered this very question of how to speed 
up the process and so on, and it was as a result of the 
recommendations of the Committee that the system of 
issuing a letter of intent was devised. Actually, the fact 
of the matter is that unless a party has some appear in his 
hand and knows that the Government are willing to allow 
him to proceed with the project for the manufacture of 

such and such a thing, the party cannot take further steps 
If he has to talk with somebody for foreign collaboration, 

possibly the collaborator will say: "I do not know whether 
your Government is going to give you a licence or not; 
I do not want to waste my time talking to you." We are 
now quite freely giving these letters of intent except, .... 
where a party which suffers from a disability is concerned, 
. . . . . . there is some delay in some cases because some other 

processing is needed .... but in. most cases we give the 
letters of intent quickly so that the party is able to take 
other steps e.g. collaboration arrangements with the 
various parties concerned, making a detailed project 

report, finding out what capital goods are available within 
the country and outside and so on." 

He added that now that the letter of intent "is issued in three months 
time" and "fairly quickly", he thought that "this system should be 
continued." 

4.11. The Committee would like to point out that the very purpose 
for the issue in the first instance of a letter of intent to an applicant 
for an industrial licence, namely to' enable him to negotiate with 
foreign parties and to take preliminary steps, would be lost if this 
stage alone takes' as much time as one year or more, as has frequently 
been t~e case hitherto. Noting the assUrance given to them by the 
Ministry that the letter!! of intent are now being issued fairly 
quickly, the Committee stress that normally it should not take Gov­
'---nent more than two to three months to issue the letter of intent. 
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Licence Applications Received 

4.12. The aggregate number of applications for licenceslletters of 
intent received during each quarter of 1968, 1969, 1970 and 1971 (upto 
15th November) has been indicated as under: 

Year January- April- July- Oct.- Total 
March June. Sept. Dec. 

1968 181 231 231 262 905 

1969 288 439 336 357 1,420 

1970 558 888 781 806 3,033 

1971 729 726 7~3 367 2,575 
(as on (as on 

IS-II-7 l ) IS-II-71) 

The applications received during 1970 and 1971 include applications 
for the issue of 'Carrying-on-Business' Licences which became neces­
sary in respect of all undertakings in certain industries which were 
brought under licence consequent on the announcement of new 
Industrial Licensing Policy in February, 1970. Goverment have 
stated that no separate figures for applications for issue of Letters 
of Intent and Industrial Licences is available. 

Industrial Licences I Letters of intent issued 

4.13· The number of industrial licences and letters of intent issued 
during the period 1961-71 has been as follow~:-

------.-., 
Industrial Letters 

Year Licences of Intent 

1961 .1,349 
1962 1,092 
1963 960 
1964 772 :ilS7 
1965 526 559 
1966 417 271 
1967 293 250 . 
1968 221 IS4 
1969 221 334 
1970 363 438 
1971 626 1,015 

TOT)\L . 6,840 3,378 
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4.14. Type-wise break-up of industrial licences and letters of 
intent issued during the period 1968, 1969, 1970 and 1971 is given 
below: 

Industrial Licences issued Letter of Intents issued 
Type of Letter ofIntent or ---------

Licence 
1968 1969 1970 1971 1968 1969 1970 1971 

New Undertakings 36 34 64 lOS 42 122 231 584 

New Article 81 63 70 97 70 121 109 221 

Substantial Expansion. 76 95 103 104 41 87 95 192 

New Article/Sub stantial Expansion 5 3 6 3 3 16 
-----------.--------- ----

TOTAL . 194 197 240 315 154 333 438 1013 

----~----.-----

Shifting . 3 6 2 

Carrying-on-Business 24 18 123 309 2 
-----~------

GRAND TOTAL 221 221 363 626 154 334 438 lOIS 

4.15. Information in respect of value of industrial licences issued 
in terms of investment on fixed assets has not been maintained by 

Government. This information has, however, been made available to 
the Committee in respect of letters of intent icsued from 1st April, 
1970 onwards. The investment on fixed assets, namely, Land, Build­
ings and Machinery, involved in 1202 letters of intent issued during 
the period 1-4-1970 to 15-11-1971 was of the order of Rs. 996.75 crores. 

4.16. The Committee note the spurt in the receipt of licence 
applications during 1970 and 1971, though they understand that quite 
a large part of them may have been for the issue of Carrying-on. 
Business licences. 

The Committee also note the sizeable increase in the number of 
industrial licences and letters of intent issued during the same 
period for new or additional industrial capacities. The Committee 
welcome this trend and hope that the high rate of disposal of appli. 
cations reached in 1,971 would not only be kept up but improved 
upon in future to clear the backlog of pending applications at the 
earliest possible time and to meet the current rush of licence applica. 
tions. 



B. Receipt and Processing of Applications 

Receipt and Distribution of Copies 

4.17. According to the industrial licensing procedure In force,. 
where a party is required under the Industries (Development and 
Regulation) Act to take out an industrial licence before he can set 
up a new or additional industrial capacity, he is required to submit 
an application to the Ministry of Industrial Development on a form 
prescribed for the purpose, with 10 spare copies (11 spare copies in 
case more than one product is involved). 

4.18. A special Section called the Coordination and Licensing Pro­
gress Section (CLP Section) has been set up in the Ministry of In­
dustrial Development for receipt of all such applications. The func­
tions of this Section are: 

(1) to register the applications, acknowledge them and distribute 
the copies to the following authorities: 

1. The Industries Section I Office I Ministry concerned with the 
item (s) proposed to be manufactured. 

2. The Director of Industries of the State Government where 
it is proposed to locate the industrial undertaking. 

3. The Planning Commission (Industries Division). 

4. The Ministry of FinanCe (Department of Economic Affairs). 

5. Department of Company AffairslI.C.C. (I) Section. 

6. Council of Scientific and Industrial Research. 

7. Development Commissioner (S.S.I). 

8. Ministry of Foreign Trade (TEAP). 

9. & 10. Technical Authorities concerned with the items pro­
posed to be manufacture. 

The Technical Authorities referred to at 9 & 10 may be one or two of 
the following authorities:-

(i) Directorate General, Technical Development, New Delhi. 

(ii) Ministry of Agriculture (Department of Food). 

(iii) Ministry of Agriculture (Department of Agriculture). 

(iv) Directorate of Plant Protection, Coordination and Storage .. 
Faridabad. 

• I. 
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(v) Textile Commissioner, Bombay. 

(vi) Director Textile Machinery, Office of the Textile Commis-· 
sioner, Bombay. 

(vii) Jute Commissioner, Calcutta. 

(viii) Technical Wing of the Department of Steel. 

(ix) Coal Controller of India. 

(2) to keep track of individual applications, and 

(3) to maintain upto date record of investment trends-sectoral as 
well as geographic. 

4.19. The Industries Development Procedures Committee (Swami­
nathan Committee) had, in their Interim Report submitted in Sep­
tember, 1963, observed: "As, during tae cOlurse of case studies it has 
been noticed that undue delays have often taken place in the pr .)cess 
of mere physical distribution of applications. the Committee would 
suggest that it should be ensured that copies of the applications are 
sent out within three days OIf their receipt in the special sec:ion." 
In the preliminary material furnished to the Committee, it is dated 
that copies of applications are distributed "within three days of re­
ceipt (of the application)". 

4.20. A study made on the basis of detailed information calbd for 
in respect of 12 cases selected at ran_dOiIIl, however, shows that the 
CLP Section took 7 to 14 days to register and distribute the ccpiel'; in 
11 cases· In cne case, although the time limit of 3 days is stated tc 
have been observed by the eLP Section but the application finally 
reached the Industry Section concerned 8 days after its receipt in the 
C.L.P. Section. The delays taking place in the, C.L.P. Section in the 
registration and despatch of copies of applications have been corro­
borated by the Report on Industrial Licensing Procedures submitted 
to the Ministry of Industrial Development in October, 1971. The 
RepC¥"t states: 

"Even in the matter of immediate diarising and forwarding 
the application to different agencies within 3 days, the Sec­
tion's performance needs substantial imprc~ment. It is 
seen from the case studies that even the clerical process of 
diarising and forwarding often takes unduly long time. In 
about 30 per cent of the cases, it to,ok more than a week for 
these applications tc reach the administrative section 
concerned. In an equal number of cases, this process took 
over a fortnight. The main cause for this shortcoming is. 



inadequatt: staff and this is a situation necessitating imme­
diate rectification. It is essential that the CLP Section 
must be able to forward the applications received to the 
concerned agencies within a maximum of 3 d~ys and what­
ever staff is necessary for ensuring this must be made 
available." 

4.21. During evidence, the delays taking place in the registration 
and despatch of applications to authorities concerned were pointed 
·out and specific cases were also cited. The Secretary, Ministry of 
Industrial Development promised to look into it. 

4.22. As regards the other tw~ functions of the CLP Section, name­
ly, to keep a watch on the progress of licence applications and main­
tain up-to-date data on investment trends, the Report on Industrial 
Licensing Procedures finds that the Section is "extremely ill-equip­
ped at present" and inter alia suggests the introduction of "a simple 
card-index system which could be computorised in due course" to 
serve the purpose. 

4.23. The Committee note the long time-as much as over a fort­
night in some cases-being taken in the initial examination of licence 
applications and distribution of copies of applications supplied by 
applicants to concerned authorities. What surprises the Committee 
is that enn though this was pointed out by the Industries Develop­
ment Procedures Committee as early as 1964, the bottleneck should 
have been allowed to remain for so long. The Committee recom­
mend that Government should take suitable measures urgently to 
ensure that this stage does not take more than three days in any 
case. 

4.24. The Committee suggest the introduction of a suitable card­
index system for co~pilation of up-to-date data in respect of licence 
applications. This data could be used not only for finding out 
investment trends but also for progressing the licence applications 
through various stages involved until the licence issued actually 
fructifies. 

Processing of applications 

4.25. Copies of applications are simultaneously supplied to all the 
authorities concerned with the issue of industrial licence. so that pro­
cessing of the applicatiOiIlS from various angles takes place concur­
rently. All the authorities to whom copies have been supplied are 
required to send thp.ir comments "within three weeks" directly to the 
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:administrative Ministry!Section concerned. On receipt of the com­
ments of these authorities, particularly those of the technical autho­
rities, a case-summary for the Licensing Committee is prepared in the 
prescribed form by the administrative Ministry!Section concerned 
and sent directly to the Licensing Committee Section of the Ministry 
·of Industrial Development which acts as the Secretariat of the Licen­
sing Committee. It is stated that detailed instructions have been 
issued prescribing the time schedules according to which all applica­
tions should be put up to the Licensing Committee within a period 

-of four to six weeks from the date of receipt. According to an Office 
Memorandum issued by the erstwhile Ministry of Industry on the 
11th February, 1964, the Industries Section concerned "is responsible 
for the preparation, within one month, of the summary relating to 
.each application to be considered by the Sub-Committee of the Licen­
sing Committee." The Office MemQrandum states that the prepara­
tion of the summary "should not be held up if the comments of the 
various authorities other than the Technical Advisers are not received 
in time." The Office Memorandum further states that the "primary 
responsibility for processing of all applications expeditiou31y and 
for arranging their being placed before the Sub-Committee within 
the specified period would be that of the Industries Section con­
cerned." 

Delays in Processing 

4.26. Although instructions are stated to have been issued that 
.Jpplications should be put up to the Licensing Committee within a 
perpiod of 4-6 weeks from the date of their receipt and Rule 15 of 
the Registration and Licensing of Industrial Undertakings Rules, 
1952 lays down a maximum period of 3- months for the final disposal 
of a licence application from the date of its receipt, a study of the 
information called for by the Committee in respect of 54 industrial 
licences and letters of intent issued during the week ending 15th 
May, 1971 reveals that of the 50 applications which went through the 
Licensing Committee (including 10 relating to 'Carrying-on-Business' 
licences), only one was brought beforf' the Licensing Committee 
within the stipulated time limit of 4-6 weeks. The time taken in 
bringing the applications before the Licensing Committee was: Over 
18 months-2; 12-18 months-2; 6-12 months-19; 3-6 months-24; less 
than 3 months-3. Thus, as many as 46 per cent of the applications 
could not be brought up before the Licensing Committee even within 
six months of the receipt of application while 94 per cent took more 
than three months to come up before the Licensing Committee. The 
Report on Industrial Licensing Procedures (October, 1971) also ('01'­

roborates the fact of considerable delay at this stage. According to 

.580 LS-I0. 
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the Report, the average period taken to place proposals before the-
Licensing Committee was 6 months in the cases which were specjfi­
cally studied. 

Applications pending 

4.27. It has been stated that of the 3104 applications undergoing 
processing in different MinistrieslDepartments as on 15th Nove~ber, 
1971, 11 pertained to the year 1967; 18 were received in 1968; 114 
were pending since 1969; 989 pertained to 1970 while 1972 appliea. 
tions were received during 1971. 

A break·up of these applications according to the period of their 
pendency is as under:-

Less than 2 months 

More than 2 month~ but tess than 4 months 

More than 4 months butless than 6 months 

More than 6 months but less than I year 

More than I year butless than 2 years 

More than 2 years but less than 3 years 

More than 3 years .. 

TOTAL 

454 

433 

3104 

. _______________ ~r .•• __ _ 

4.28. The Ministry-wise break-up of the 933 licence applications 
pending for more than one year (as on 15th November, 1971) has 
been furnished to the Committee as follows:-

-p._._---- - . ~ _. ----- . 

Name of Ministry Pending Pending Pending TOTal 
for more fOT mnre for more 
than th~" than 
3 years 2 years I year 

buT less hut less 
than than 

3 yeaTS. 2 years. 

I 2 3 4 5 6 

I. Ministry of Foreign Trade 18 17 137 172 

2. Ministry ofPetroteum and Chemicals 

(i) Deptt.ofChemicals 5 231 236 

(ii) Deptt. of Petroleum . 4 4 
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I 2 3 4 5 6 

3. MinistryofSteel& Mines. 

(i) Deptt. of Steel . 3 27 30-

(ii) D~ptt. of Mines. 

(a) Mines 4 14 19 37 
(coal (coal 
cases) c; les) 

(b) Metals 3 3 

4. M' n istry of Agriculture (Directorate of 
3S Sugar nnd VanaspaTi) =18 

5. D~P.lnm~nt of Electronics. 26 128 154 

6. MinisTry of Industrial Development. 6 18 235 259 
- ----

TOTAL 28 83 822 933 

Time taken by Technical Advisers 

4.29. One of the several reasons for delay in bringing an appli­
cation before the Licensing Committee, is the delay in receipt of 
advice of the Technical Advisers. Apa~t from Directorate General 
of Technical Development which is the principle technical adviser 
to Government in respect of most of the industries, there lare others 
also having exclusive perview over specific industries, e.g. Textile 
Commissioner, Jute Commissioner, Coal Controller, Director of 
Textile Machinery, Technical Wing d the Department of Steel etc. 
Since a technical apprai::.al of the licence application is necessary for 
a decision by the Licensing Committee on the merits of the appli­
cation, the administrative authorities concerned with the application 
keep on waiting until the opinion of the Technical Advisers is 
received. The summary of the case is only therea,fter transmitted 
to the Licensing Commit~e Section of the Ministry of Industrial 
Development for being placed before the Licensing Committee. 

4.30. Although the Technical Authorities are required to send 
their comments on the licence application within 3 weeks to the 
administrative Ministry jlndustries Section concerned, it is noV ted 
that the time taken lat this stage is considerably longer. It has heen 
a,s much as over 2 months in 6 out of 11 cases stuclied. 

4.31. Explaining the reasons for the delay in transmission of 
technical opinion, the Secretary, Ministry of Industrial DeV'elcp­
ment stated during evidence that sometimes all the details were 
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not furni-shed by the 'applicants initially and the technical offieers 
had to get clarifications from them. Apart from this, he said, there 
was no delay at present. Asked whether a period of 3 weeks was 
sufficient for tendering of technical opinion on a l:cence application, 
he said that barring "complicated cases" requiring detailed exami-
nation and cases where informaticm had to be called for from the 
parties, this time limit "should be quite ample." 

4.32. It is noticed from the material furnished by Government 
that the question of putting up a licence application before the 
Licensing Committee within two months of its receipt whetht!r the 
views of the technical authorities and others concerned are reL'eivcd 
()r not, was cons:dered by Government but the Production Minis­
tries were informed in January, 1971 that at an inter-departmental 
meeting the consensus of opinion was that "a degree of eXl:lmina­
tion of the application was essential and that the existing proct!dure 
should be continued." A circular issued by the Ministry of Indus­
trial Development in November, 1971, enjoins upon the D.G.T.D. 
that its comments on applications for industrial licences "should 
invariably be! sent within three weeks" and to facil!tate it. lays 
down a streamlined procedure. 

4.33. The Report on Industrial Lkens;ng Procedures (Odoher, 
1971) also points out the various merits of a procedure whereby 
licence applications are invariably p13ced h~fore the Licensing Com­
mittee within 2 months whether the ccmmc':,ts of technical Hnd 
other agencies are received or not ;:nd states that under sueh a 
proC'2dure, it would he only in cases of delay that, instead of written 
views by various agencies, these opinion'> would be expressed by 
the representatives of these agencie.~ in the Licensing Committ~e 
mc<:>ting itself. The Report suggests 1hat thi~ change in procedure 
should boa introduced, in the first instance, in the Ministry of Tndu~­
trial Dev,,'opment and if it is found to work effectively. nther Pro­
duct''':'} IviinistrlesjDepartments could be pursuaded to fall ill line 
with the modified procedure. 

4.34. During evidence, th'2 Secretary. 
Development informed the Committee of 
duced in his Ministry. He said: 

Ministry of Illdu~trial 

the new procedure intro-

"Now, in the coordinating M:nistry, that is.· .. Mini~tr7l of 
Industrial Development, w,~ have shlrted working* on 'a 
system by which if the comments are not recf'ivt>d. we 
will place the case before ~he Licensing Commit tee and 

.At rh~ 'imc of factual vc,;t!c,'ion the M.ini~t.rY "f r du~.irial I?ewlopmel1 t have 
"Shned that tJ" i - '-,duc1ion of such procedure 1<; ~tlllllnder their co':sldcrattol. 
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then it is intended that the concerned Ministry will plaee 
its comments before the LIcensing Committee orally 
which will of course be taken into account by thE: Licens­
ing Committee. This is just a beg~nning we are making 
of this system beqiuse so far as W'e have been waiting 
for the comments of all the parties concerned." 

4.35. The Mid-Term Appraisal of the Fourth Five Year Plan 
brought out by the Planning CommisslOn in December, 1971, point­
ed out thlat 'delayed licensing' was une of the causes for capacity 
constraints leading to slowing down of the rate of growth of indus­
trial production during the first two years of the Plan. When this 
was brought to the notice of the Secretary, Ministry of Industrial 
De~lopment during evidence, he said that with the process of li-
censing having been speeded up very much, this cause would not 
be operative any longer. In support, he pointed out the large num­
er of letters of intent issued during 1971 land said: "whereas we took 
about two or three years to begin (by issue of a letter of intent) be­
fore, we take about four months on an average, now". He, hcwp.ver 
agreed that if the licensing procedure takes a long time, "it is defi­
nitely going to retard the industrial growth in the country", but. 
added: 

"Any system of licensing that is }Iaid down involves sume de­
lay. Of course, our effort has to be, all the time, to l'e­
duce the delays and to reduce the harassment: but, 
again, I would submit that human beings being what they 
are, there are various levels through which a paper has. 
to be passed and· some people may not be ablre to work as 
fast as the other. But it has been our effort-and I 
would again assure the Committee that it will continue 
to be our effort-to reduce the delays to the utmost pos-

sible extent." 

4.36. In reply to the point that speeding up of the processing .,nd 
disposal of licence aplications did not entirely depend upon his 
Ministry alone as different Ministries were concerned with differ­
ent industries and with different stages in the processing of appli­
c9tions, the Secretary, Ministry of Industrial Development stated: 

"There is no doubt that there are a lot of difficulties com­
ing in the way. I should still say that my Ministry and I 
have a special responsibility in the matter and I would 
be the last person to deny that responsibility. As the 
nodal Ministry in charp-c of industrial development, we 
hove a special responsibility in the matter and even if 
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other Ministries, such as Steel or Petroleum and Chemi­
cals, are involved it is part of our business to keep a watch 
on the delays and pres'S the other Ministries to send their 
views. I shall squarely accept the responsibility in a 
large measure for the delay which 1:takes place in this pro­
cess. I am only submitting that we are trying very hard 
to get over these delays. To a certain extent, we have 
succeeded as indicated by the figures of licensing. Now 
in the Licensing Committee, a large number of cases come 
up within three months." 

Remedy for Delay 

4.37. Following up his statement that the Ministry of Industrial 
Development were the nodal Ministry in respect of the issue of 
Industrial Licence and they were responsible for it at different sta­
ges, the Secretary, Minjstry of Industrial Development was, during 
eVidence, asked to state the reasons for so many applications for 
liCfmces pending with different Ministries, particularly Ministry of 
Petroleum and Chemicals and Department of Electronics. He said: 

"I have myself been writing to the various Ministries giving a 
list of the pending cases and the dates from which they 
are pending. My Minister has also been writing to the 
Ministers concerned suggesting that the pending cases 
should be cleared quickly. In regard to electronics it took 
some time for the Commission to be constituted. Then 
the Commission took some time in get going. In the 
mean while, lots of cases were pending. Now they are 
trying to dispose of them as quickly as possible. In re­
gard to Petroleum and Chemicals, certain policy decisions 
were not taken for 18 or 24 months as a result of which 
some cases were pending for a long time ........ We go 
on writing to them and reminding them. But, we have 
no administrative authority over those matters. W(> can 
only request or press them ...... The administrative res-
ponsibility lies with us in the sense that we are answer­
able to Parliament and to the Committees of Parliament. 
(But) if a policy decision has to be taken in another 
Ministry at the ministerial level and .... that is not taken, 
neither I nor my Minister can really force them to do it 
quickly. We can only ask them, cajole them and press 
them. Beyond that, I really do not know what we can 
do." 
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4.38. Asked whether such a case would not be fit one for being 
.brought before the Cabinet Committee on Economic Coordination, 
he replied: "Short of making 'a complaint by my Minister to the 
Prime Minister, I do not see how it can be done." He further stated: 

"In cases which do not involve any policy decisions by the 
Ministries concerned, the response is much quicker and 
now we have come to a stage when we are able to put 
the case before the Licensing Committee in between 3 to 
4 months. But, where .... the administrative Ministries 
land the Economic Ministries concerned have to take a 
policy decision, there they naturally take long. Of course, 
this is not saying that there is no room for improvement. 
There is considerable room for speeding up the whole 
process. From the Ministry of Industrial Development, 
we also keep on reviewing the old cases pending with us 
as well as with the other economic . Ministries and we 
keep on sort of asking the Ministries concerned as wall as 
our own officers concerned to speed up the disposal of 
these cases. By and large, I think fairly satisfactory rate 
has now been attained in that. Between 3 to 4 months 
practically all cases not involving policy decisions are 
now placed before the Licensing Committee." 

4.39. With reference to the large number of cases pending with 
the Ministry of Industrial Development itself, the Secretary, Minis­
try of Industrial Development was asked as to measures taken to 
ensure speedy processing and timely disposal of cases which were 
dealt with by the various Industries Sections of the Ministry of 
Industrial Development itself. He replied: 

"I review the cases from time to time with my Joint Secre­
tary etc. and also when these cases come up before 
the Licensing Committee, we always see the date on 
which the application was received and call into ques­
tion those who put up the case with a delay of more than 
three months. Now, this thing, I am sure, is no longer 
prevalent that cases in our own Ministry get del"ayed." 

Asked to state whether any change in the licence application form 
to make it more comprehensive could obviate the need for asking 
the party to furnish additional information which leads to delays, 
he said: 

"I feel that the form which has been prescribed is compre­
hensive and I think at the moment no supplementary 
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information is needed and in most cases, I do not think 
supplementary information is now asked for. Our at­
titude in dealing with the applications has changed. We 
are now more inclined to agree to give a licence than not 
to and therefore we do not go into a very meticulous 
examination at this stage of granting a letter of intent. 
Of course, we do see that it is in keeping with the In­
dustrial Policy Resolution. But apart from that, we do 
not carry out a meticulous examination at that stage 
because our whole idea is not to pick any holes in the 
application but to help the party to set up an industry. 
In is really not that the application fOfm does not have 
certain columns for some information, but the party is not 
able, some times, to give the full information needed 
even in the existing form ...... Since this suggestion has 
been made, .... I will invite suggestions from Company 
Law Department and DGTD whether they would like 
anything to be added to the present form. If some sub­
stantial suggestions are made then we can amend the 
form or supplement it." 

4.40. The Committee are distressed to note that as on 15th Nov­
ember, 1971, as many as 3104 licence applications were pending with 
different MinistriesjDepartments of Government, that 30 per cent 
of these were pending for more than one year and that the applica­
tions pending for over one year with the Ministry of Industrial 
Development alone were as many as 259. While the Committel' 
enjoin upon all the production Ministries the need for early disposal 
of licence applications, they stress the need for a centralised close 
and reglar watch being kept on the stage by stage progress in respect 
of all licence applications by the Ministry of Industrial Development 
upon whom rests the ultimate responsibility for early disposal of 
t,hese cases. 

4.41. The Committee appreciate that early disposal of licence 
applications pertaining to other MinistriesjDepartments of Govern­
ment depends largely upon the cooperation of those Ministries/ 
Departments. They are, however, unable to see why, as on 15th 
November, 1971, as many as 259 applications were pending with the 
Ministry of Industrial Development themselves for over one year. 
The Committee would like t,he Ministry of Industrial Development 
to make concerted efforts to clear the backlog of pending applica­
tions and so streamline the procedures within their own Ministry 
that licence applications are brought hl'fore the Licensing Committee, 
1!~ required under the existing procedure, within four to six weeks. 
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4.42. The Committee also note that one of several reasons usualiy 
pleaded by the Ministries/Departments for the delay in processing. 
and bringing up a licence application before the Licensing Committee 
is the late receipt of the comments and opinion of techll.i.<:al authori· 
ties on the application. The Committee would like the ccntrolling 
Ministries to keep a strict watch on the time taken by the various 
Central technical authorities in tendering comments and n!1inion OJ' 

licence applications referred to them. They would il; fact suggesl 
prescribing of suitable returns to be submitted per' odi ::;j'~r by th l 

technical authorities to the controlling Ministries 'ndicr.~ing the 
licence applications outstanding with them together ,':::h reasom 
therefor. On receipt of these returns, the conho!Hng authorities 
should satisfy themselves that the delay, if any, in sending the 
comments and opinion of the technical authorities tn il~e Administra· 
tive Ministry/Section concerlJed is on account o~ genUll.c reasons 
beyond the control of the technical authority concerned. 

4.43. The Committee would like Government to examine the 
feasibility of introducing a procedure whereby a licence application 
is hrought before the Licensing Committee after a specified time 
even though by then the opinion and comments of technical pnrl 
other authorities concerned thereon are not received by the Admi. 
nistrative Ministry/Section concerned, leaving it to the technical 
and other authority, whose comments were not received before hand, 
to express them through its representative orally at the meeting of 
the Licensing Committee and also put on record their views in writ­
ing at th(' meeting. The Committee are informed that some such 
system has already been initiated* in the Ministry of Industrial 
Development. The Committee hope that if this procedure being tried 
in the Ministry of Industrial Development is found workable, it 
would be made applicable to all the production MinistriesiDepart. 
ments concerned with the processing of applications for industrial 
licences. 

4.44. The Committee have been given the impression that one of 
the reasons coming in the way of expeditious decision.making is 
the wide-spread fear amongst the officers that even a bonafide 
decision may later on become the subject of endless enquiries and 
criticism. The Committee would like Government to exercise every 
care in putting officers of the highest integrity in such key positions 
and inspire in them a feeling of confidence so as to make for expedi. 
tious decision. making . 

• At the time of IOC'll'11 v"rifil'l'iol1 the Mi,ni~t~'y of Jndustri~1 Development have 
staled Ihat th,' introduction of such a proc·~dure IS stili under consldcratlOr. 
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Pending cases in the Ministry of Petroleum and Chemicals 

4.45. Out of a total of 933 licence applications pending with the 
various Ministries[Departments of Government, for over one year 
as on 15.11.1971, 240 or about 25 per cent were pending with the 
Ministry of Petroleum and Chemicals, 236 being with Department of 
Chemicals alone. The representative of the Ministry of Petroleum 
and Chemicals wa; during evidence, asked to state the reasons for 
the accumulation of such a large number of applications for in­
dustrial licences in his Ministry, particularly in the Department of 
Chemicals, in the context of shortages of chemical raw materials 
like Soda Ash, Polyster and Nylon fibres etc. on account of inade­
quate production in the country, for which his Ministry was res­
ponsible. He explained that of the 236 applications pending with 
the Department of Chemicals for over one year, about 120 were 
Nylon cases· About them, he said: "There were certain aspects 
which the Government wanted to clarify; only after clearing the 
position, Government decision could be taken and communicated 
to all parties." He, however. added that his Ministry "will look 

" into these (pending) cases." 

4.46. As for shortage of Soda Ash the representative of the Minis­
try of Petroleum and Chemicals said that the shortage was experi­
enced "for the first time only last year (1971)" and it was on account 
of the inability of licensees to make adequate progress in setting 
up capacities. By way of remedial action, he added: "we have 
now taken care of the fact that some of the parties are bound to 
take more than two or three years. We have given additional lic-
ences a few months ago ...... If more of the parties do not come 
forward and make adequate progress, we shall cancel that (lic­
ences)". He also clarified that the Ministry of Petroleum and 
Chemicals were looking after only "non-cellulosic synthetic fibres" 
as these were "closely related with petro-chemical and petroleum 
raw materials available from refineries" and "an integrated pro­
gramme" was necessary for the development of industry based on 
these raw materials. It was also clarified by the representative of 
the Ministry that the technical wing of the Ministry of Petroleum 
and Chemicals was concerned only with the planning and imple­
mentation of public sector projects and the technical scrutiny of 
proposals for setting up projects in the private sector was the res­
ponsibility of D.G.T.D. etc. 

4.47. Subsequently. in a written reply, the Ministry of Petroleum 
and Chemicals have explained to the Committee the delays in the 
disposal of licence applications in that Ministry as follows:-

"It would not be entirely correct to fay that there has been 
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inordinate delay in licensing private sector units in the 
petrochemical industry. Unlike, in traditional and con­
ventional fields of industrial activity, licensing in the 
petrochemical sector, which is of a very recent origin, 
is a particularly difficult exercise because of certain 
special aspectsifeatures which have to be adequately 
taken care of before petrochemical projects are appro­
ved. These relate to:-

(a) assured and timely availability of feedstocks naphtha, 
vinyl chloride, captolactum, DMT etc. (An integrated 
and coordinated approach is necessary to ensure the 
simultaneous corning up of several units producing 
basic and intermediate raw materials and end pro­
ducts) ; 

(b) correct evaluation of technology, the manner of its 
procurement, centralised or otherwise (this iii to en­
sure that the best of the several alternative routes for 
manufacture of particular end-product are adopted and 
obtained most economically at the least possible foreign 
exchange expenditure.> 

(c) consideration of proposed financing arrangements­
rupee financing without unduly straining the resources 
of financial institutions and foreign exchange compon­
ent which is usually quite considerable in the case of 
petrochemical units which are capital intensive. 

Mainly because of the capital intensive nature of the projects, 
large houses and foreign holding companies usually 
enter the petrochemical field. Their applications have, 
therefore, also to be processed by various Ministries under 
the M.R.T.P. Act and in accordance with the Govern­
ment's policy to insist on reduction of foreign equity 
holding. 

The examination of the above is necessarily time-consuming 
and quite often it becomes further more so because the 
applicants fail to submit well-thought out schemes even 
after several attempts. 

It is submitted that by and large there has been no avoidable 
delay on the part of Government in licenSing of private 
sector units in the petrochemical industry. 
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There has been some delay in the completion of schemes iIll 
the Gujarat Petrochemical Complex. These are Aro-
matics Project and Olefin Project. The implementation 
of other projects by Indian Petrochemicals Ltd. is pro­
ceeding satisfactorily and these are expected to be com­
missioned according to schedule." 

4.48. The Committee are unhappy to note that of the ,1)33 licente 
applications pending with Government on 15th Novemhl'r, 1971 ior 
over one year, as many as 236 or nearly 25 per cent were pending 
with the Department of Chemicals. The plea advanced by the 
Ministry of Petroleum and Chemicals that licensing in the field of 
petro-chemicals is a difficult exercise becausE" of certain special 
aspects and features (e.g. availability of raw materials, evaluation 
of technology etc.) which have to be adequately taken care of, seems 
untenable to the Committee as every industry or product has its own 
special features and aspects. The importance of petre-chemical 
industry at this stage of economic development of the country cannot 
be over emphasised as industry in this field not only produces a 
variety of consumer goods but also certain raw materials for use 
by other industries. It i~ therefore imperative in the interest of 
industrial development that applications for industrial licences ill 
the field of petro-chemic:, 1. are processed most expeditiously. The 
Committee would therefore like the Ministry of Petroleum & Chemi­
cals to make special efforts to accelerate the process of examination 
of licence applications pending with the Depnrtment of Chemicals 
so as to clear the backlog within the next three months. The Com­
mittee would also like the Ministry to evolve a suitable procedure 
within the Ministry under which licence applications arc process(:d 
and brought before the Licensing Committee within four to six week~ 
of their receipt. 

4.49. The Committee recommend that the Ministry of Petroleum 
& Chemicals should give wide pUblicity to the availability of basie 
raw materials which are available, or are expected to become avail­
able for processing during the next three to five years, so as to 
attract most competitive applications for issue of industrial licelll'C!l 
therefor. The Committee stress the need for most expedition" 
examination of these applications for issue of licences so that the 
raw materials can be put to industrial use without avoidable dt'Juy. 

Pending cases in the Department of Electronics 

4.50. 154 of the 933 licence applications pending for over one year 
as on 15th November, 1971 were with the Department of Electronics. 
During evidence, it was pOinted out that the electronics industrv was 
a labour-intensive industry wh:ch, having an expanding field, could 
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.cjffer considenable Scope for an increase in production to meet the 
local needs as WTall as exports. It was therefore necessary that its 
·development shourd receive earnest comideration at all levels and 
there should be no delay in licensing units in this field. In this 
context, tho.;! representative of the Department of Electronics ~vas 

asked to state the reasons for long delays in the processing of licence 
applications by his Department. While admitting that there had 
been delay in the disposal of applications in the past, hra stated that 
it was due to the following factors: 

(i) c.h~nges in the administrative set up. In the later half 
of 1967, this subject was taken out of the Ministry of 
Industry and made a part of the Department of Defence 
Supplies. In 1970, it was separated from the Department 
of Defence Supplies and put under the Cabinet Secre­
tariat. In early 1971, it was made an independent Depart­
ment and the Electronics Commission was set up. 

(ii) 'zlectronics is a technologically-intensive industry and the 
applications have to be examined from certain aspects 
which this industry does not share with others, n3mely, 
that the investment is based on such technologies as do 
not become obsolescent and that there was going to be a 
good market for the products. 

(iii) growth of indigenous technology. 

4.51. He further stated that more than 50 per cent of the pending 
:applications were for T.V. Industry which had since be-cn disposed 
of. Expert Panels had been appointed, he said, in different fields 
·of electronics and lafter their report was receivrad, the applications 
relating to those fields would be dispo~ed of. He assured 'the Com­
mittee that "of the pending applications, nearly 60-65 per cent \ of 
·the applications have alre3dy been dealt with and the remaining 
will be dealt with in the next two months." 

Licensing of units in Electronics Industry 

4.52. The representative of Department also stated that one of 
-the considerations in processing of applications in this industry was 
that entrepreneures should not be permitted to il1,.'.:!t money unless 
it was ensured that there would be market here or else where for 
·the type of goods made. Asked why the profitabirty of an industry 
or the marketability of the goods produced should be the concern of 
the Government, he replied that what concerned Government was 
the possibility of a substantial amount of for~ign exchange involved 
in fl:~ impoft content of the plant'> and m~r'h'nery becoming infruc­

-tuous an account of excess capacity or obsolescence. 
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4.53. During evidence, it was pointed out that electronics was a 
totally unpredictable filed where one did not know when there­
would be a break-through which might make the existing technology 
completely obsolete. It was, therefore, dangerous to pronounce the 
viability or otherwise of an industry in this field and rejecLcn of 
applications would stifle the development of electronics in the 
country. Unless a large number of electronic units were permitted 
to come up as a base for further research in that' field, it would be-
difficult to make a technological break-through in that field. The 
representative of the Department of Electronics agreed that electro­
nics industry had to be broad based and said that the Electro­
nics Commission was working on those very lines. He also agreed 
that no body could visualise with certainty what was likely to be the 
future of electronics intiustry. But in certain areas such as Silicon, 
which was the most sophisticated area in electronics, he said, the 
Electronics Commission had to examine the technological develop­
ments taking the future trends into account as well as the capacity 
that should be set up. Spelling out further, the role of the Electro­
nics Commission, he said: 

"The Commission's approach is to broad base it and to give-
every encouragement to all the entrepreneurs ...... the 
Commission is not only going to (grant licence) ..... . 
but involve itself in promotional activity. In this country 
electronics is one of the broad based developing industry. 
Frem the production of 'about Rs. 60 crores in 1966-67 it 
is about Rs. 200 crores now . " There are some areas 
where there has not been suffic1ent development in elec­
tronics in our country. The Commission is taking action 
to identify these areas so that development takes place 

. in all the fields where there are gaps ... a high degree 
of self-rehance is needed along wit.lt economic production 
and technological development. The R. & D. organhsa­
tion is engaged in helping us to be self-reliant. There has 
been intense activity in many research institutions. It 
is to be seen that no area is left untouched which could 
be tapped. This is one of the tasks in which the Cc:-,­
mission is engaging itself; that we should become sf'If­
reliant is one of the targets in the R&D field also." 

4.54. Regarding T.V. industry, the representative of the Depart­
ment said that it was decided to create a capacity of 2 lakh T.V. 
sets per year 'and ?ublic notice inviting applications for setting up 
the capacitv both in the organised sector as well a3 the Small Scale 
E~ctor was issued. According to him. 7 or 8 units had been licen<:eo 
in the 9rganised sector while 42 appl'cants have been authorised to 
set up units in the Small Scale Sector, each with a capacity of 
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manufacturing 2500 TV sets. Normally, for setting up industries in 
the Small Scale Sector, an entrepreneur need not approach the 
Government for permission, but in the case of TV industry, he saia, 
this arrangement was made 'as each unit needed about Rs. 2 lakhs 
worth of imported instruments; besides TV Picture Tubes and some 
other components had to be imported. 

4.55. Asked to state whether any detailed plan had been prepared 
for the development of the electronics industry, the representative 
of the Department stated that "very detailed plan for every item" 
was under preparation and it was likely to be ready in "about 6 
months Or so." The representative of the Department also informed 
the Committee that there was no cause for ,alarm in the matter of 
development of electronics industry in the country, seeing the late 
start and the extent of progress made so far. The production in 
t.h;s industry, which was Rs. 3D, crores in 1964-65, had currently 
reached Rs. 200 crores annually and by 1975, he said, "we will go 
much beyond the total production envisaged in the Bhabha Com­
mittee Report." According to him, know-how had already been 
developed or would soon be developed in the country for such 
sophisticated items as TV Camera, Transisterised TV sets. Desk 
C~tlculators and Computers. 

4.56. The Committee find that electronics is another field where 
licence applications are considerably delayed. As on 15th November, 
1971. there were as many as 154 applications pending with the 
Department of Electronics for more than one year. The Committee 
consider that electronics industry, being labour inten .. ive, has con­
siderable employment potential as nlso a developing domestic and 
export market. It isu nescient industry in our country find at this 
stage undue restrictions and inordinate licensing delays in this field 
may frustrate, if not arrest, its development. The Committee would. 
therefore, recommend that the Department of Electronics should 
dispose of all pending licence applications within next 3 months and 
so streamline the procedure within the Department as to make 
possible licence applications being brought before the l,icensing 
Committee within the prescribed time limit of 4 to 6 weeks fl'(lm 
the date of receipt of the application. 

Rejection of applications without prior refe'rence to Licensing Com­
mittee 

4.57. An application for industrial licence can be rejected by the 
Administrative Ministry/Section concerned without prior reference 
to the Licensing Committee, if they agree with the Technical 
Advisers in regard to such rejection. Whenever, an application is 
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rejected under the above circumstances, the concerned Administra­
tive Ministry/Section has to report the matter to the Licensing Com­
mittee by forwarding a self-contained note for the Licensing Com­
mittee indicating the circumstances in which the application was 
rejected. The Licensing Committee can reopen such cases if it feels 
that the applico. tion has not been fairly dealt with. 

4.58. The following categories of applicat' ons for industrial 
licences are generally disposed of without reference to the Licensing 
Committee: 

(a) Change of locations within the State supported by' the 
State Govern!'!1ent concerned and the Technical Adviser. 

(b) Change of location from one State to another supported 
by the State Governments concerned and the Tel~hnjcal 
Adviser. 

(c) Permission for 'Carrying on Buslness' except that in 
respect of Larger Industrial Houses, foreign majority con­
cerns and dominant undertakings provided the request is 
supported by the Statra Government and the Technical 
Adviser. 

It is stated that the power tq reject has been delegated "to reduce 
the workload on the Licensing Committee." 

Clubbing of applications 

4.59. It has been observed from the Minute, of the Licensing 
Committee that on many occasions several applications for S;l.me or 
related it'~ms have been placed before the Licensing Committee 
together irrespective of their receipt in point of time. This leads to 
inordinate deLays in respect of applications received earlier. The 
Ministry of Industrial Development were 8"3ked to state wh~ther 
any set policy or procedul'2 was laid down in this regarci. They 
have stated that this was sometimes done to ensure uniformity of 
approach from the point of view of policy. As a generg} rule, how­
('ver, the Sections or the Ministrj'2s conce.rned were expected to 
tnansmit cases for Licensing Committee's ('onsideration as and when 
they become ripe for being sent to the Licensing Committee. No. 
instructions have been issued to them to rON· ~i late cases relating 
to the SFme or similar items. 

4.60. Since clubbing of liccn('c applicroti' ns :ll1d their omnihus 
~"I(am;n"t~op irl'cspecth'" d their rC"~:l\! ;" no; ... t of time not only 
rl>t1!;es detav in hl'inl!inl'! apnI;catio"!I he+'orp tht- I,icem;: ...... Committee 
but generally affects the time schedule for the disposal of appU-
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cations, the Committee recommend that the Ministry of Industrial 
Development may carefully examine the matter and issue necessary 
instructions to the Administrative MinistriesjSections concerned in 
this regard. '.0 

C. Consideration by Licensing Committee 

Licensing Committee 

4.61. Rule 10 of the Registration and Licensing of Industrial 
Undertakings Rules, 1952 provides for the appointment of a Licens­
ing Committee consisting of the representatives of the Ministries of 
Commerce and Industry, Railways, Finance, Iron and Steel, Pro­
<l.uction and of the Planning Commission, with the representative of 
the Ministry of Commerce and Industry as the Chairman. The 
Licensing Committee can, whenever necessary, co-opt representations 
of other Ministries or of the State Governments concerned. All 
applications for industrial licences 'are, under the Rule, required to 
be referred to the Licensing Committee under Rule 11 of these Rules 
and the Licensing Committee is required, after such investiga!ion 
as may be necessary to submit a report to the Ministry of Commerce 
and Industry (Now Ministry of Industrial Development). 

4.62. The Licensing Committee was formally set up for the first 
time on the 5th September, 1952. The present composition of the 
·Committee as indicated is las follows:-

Chairman 

1. Secretary, Ministry of Industrial Development. 
Members 

2. Secretary, Ministry of Industrial Development (Heavy 
Industries) or his nominee. 

3. Secretary, Ministry of Steel & Mines (Department of Steel) 
or his nominee. 

4. Secretary, Ministry of Steel & Mines (Department of Mines) 
or his nominee. 

5. Secretary, Ministry of Petroleum and Chemicals, or his 
nominee. 

6. Secretary, Ministry of Finance, (Department of Economic 
Affairs), or his nominee. 

7. Secretary, Ministry of Foreign Trade or his nominee. 

8. Secretary, Ministry of Defence (Department of Defence 
Supplies), or his nominee. 

580-LS-11. 
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9. Secretary, Department of Company Affairs, or his nominee;. 

10. Secretary, Ministry of Railways, or his nominee. 

10. Secretary, Ministry of Education, C.S.I.R., or his nominee. 

12. Secretary, Planning"Commission, or hi'S nominee. 

The representati~s of the other administrative Min!stries concern-· 
ed and State Governments are co-opted as Members of the Commit­
tee. 

4.63. The func~ons of the Licensing Committee are to comider 
applications for the grant of licences under the Industries (Develop­
ment and Regulation) Act, 1951. Besides, the Committee considers 
the question of revocation of licences already issued and also requests 
for extension of time allowed for taking effective steps for the estab­
lishment of. undertaking-. The Committee also makes general re­
commendations pertaining to industrial licensing when ever 
considered appropriate. 

4.64. It is noticed from the material furnished to the Committee 
that, in actual practice, it is a Sub-Committee of the Licensing Com­
mittee which considers all the applications relating to industrial 
licences. The meetings of the main Licensing Committee are few and 
far between. Only 3 meetings of the full Committee were held during 
each of the years 1968, 1969 and 1970. Asked how and why the func­
tions assigned by the Registration and Licensing of Industrial Under­
takings Rules to the Licensing Committee have come to be vested in 
a Sub-Committee of that body, the Ministry of Industrial Develop­
ment have stated: 

"Rule 10 of the RLIU rules provides that the Licensing Com­
mittee would consist of the representatives of the Minis­
tries of Commerce and Industry, Railways, Finance, Iron 
and Steel, Labour and Production and of the Planning 
Commission. It would thus appear that what ie; tod3y ter­
med as the Sub-Committee of the Licensing Committee 
is the real Licensing Committee envisaged in law. This 
Committee has been given the choice to co-opt one or more 
representatives of other Ministries of the Government of 
India or of any State Government concerned, whenever 
necessary. The Licensing Committee (now called Sub­
Committee of the LicenSing Committee) has adopted the 
practice of inviting the representative, of all the State 
Governments about twice a year in exercise of the above 
choice. As the membership of the Committee naturally 
becomes more broad based due to the presence of State 
Government representatives, the Committee So constituted 
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has mistakenly to be called as the Full Licensing Com­
mittee. In the eyes of law, however the Committee re­
mains only one. 

When the State Government representatives are invited, the 
Committee considers mainly those cases which have ear­
lier been considered by the Licensing Committee (the so 
called Sub-Committee of Licensing Committee) but in res­
pect of which the recommendations made and the decisions 
taken are not acceptable to the State Government for one 
reason or the other." 

Meetings of Sub-Committee of Licensing Committee 

4.65. The Sub-Committee of the Licensing Committee at present 
meets once a fortnight. It is noted that the agenda for a meeting of 
thoe Sub-Committee of the Licensing is usually voluminous. One an 
p.veroage, the Sub-Committee considers about 45 cases and the agenda 
papers, which are circulated to members of the Licensing Committee 
only 4-5 days in advance of the meeting often run into as many ~s 
200 pages. 

4.66. During evidence the Secretary, Ministry of Industrial De-
velopment was asked to state whether .an increase in the frequency 
of meetings of the Sub-Committee of the Licensing Committee would 
lead to quicker and more thorough examination of cases brought be­
fore the Committee. He said that the Licensing Committee Section 
had no backlog and that cases received by that Section were iJut up 
to the Sub-Committee of Licensing Committee at their next meeting 
within a fortnight. "It is not the fact that the Licensing Committee 
is not able to meet more frequently (and) that stands in the way, 
but it is the time taken in getting all the information, collecting the 
information, making a summary for the meetings of the Licensing 
Committee, that takes time", he added. 

4.67. In reply to the point whether, considering the vo.1uminofts 
~genda before it, the Sub-Committee of the Licensing CornJIlittee 
('ould really do justice by an adequate and proper examination.9f 
the applications, he said: 

"The Chairman of the Licens~ng Committee is supposed to g()' 
through all the cases. In fact when I have read the cases 
.... We are abl.e to take very quick decisions on it." 
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In a subsequent written reply to a question on the subject, it has 

been stated: 

"The Committee could certainly meet often than at present but 
is found that it does not have many cases pending for con­
sideration at any time so as to warrant the meEting more 
than twice a month. Whenever an adequate number of 
cases are available the Committee meets oftener. It has 
at times met even twice a week." 

Preparation of Minutes 

4.68. A sample study of the Minutes of 143rd to 152nd Meetings of 
the Licensing Committee held between 12th April, 1971 to 19th July, 
1971 shows that it has taken from 4 to 6 weeks to prepare and circu­
late the minutes of the LicensL'ng Committee (Sub-Committee) even 
after excluding cases requiring approval of the Cabinet Committee 
on Economic Co-ordination or clearance under M.R.T.P. Act. During 
evidence, the Secretary, Ministry of Industrial Development was 
asked whether the delay at this stage was merely administrative or 
it was on account of certain procedures which had to be followed. 
He said that the delay at this st'lge was "a thing of the past" except 
in cases which require clearance under the M.R.T.P. Act or approval 
of the Cabinet Committee on Economic Co-ordination. In a subse­
quent written reply, it is stated that it does not take 4-6 weeks 
"now" and that the formal minutes of the Licensing Committee "are 
generally issued within 7-10 days from the date of the final deci­
sion." 

Minutes in respect of cef!tain cases 

4.69. It is observed that in regard to some cases the Minutes of 
the Licensing Committee merely contain the remarks "Minutes will 
follow". These are, it is stated, c,ases where minutes could not be 
finalised as these required clearance under M.R.T.P. Act or had to 
be taken to C.C.E.C. direct for their orders. According to the proce­
dure in force, after the Licensing Committee has taken a decision on 
the cases, these are examined to see whether any of these would re­
quire the consideration of C.C.E.C. Cases requiring consideration by 
<:.C.E.C. ,are forwarded directly by the Lice:nsing Committee Section 
of the Ministry of Industrial Development itself to the Department 
.of Cabinet Affairs for being placed before the Cabinet Committee. 
1.'he formal minutes of the Licensing Committee are, it is stated, 
issued "within three days" of the receipt of the orders of the C.C.E.C. 

4.70. Cases of parties registered under Section 26 of the M.R.T.P. 
Act are, however, after the decision of the Licensing Committee, for­
warded by the Licensing Committee Section of the Ministry of Indus-
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trial Development to the administrative MinistrieslSections concern· 
ed with the request that parties concerned be asked to apply to 
the Department of Company Affairs for clearance. under M.R.T.P. 
Act. The Licensing Committee Section then awaits a note for 
C.C.E.C. from the Department of Company Affairs and, on the re­
ceipt of the note, refers the case to the C.C.E.C. through the Depart· 
ment of Cabinet Affairs. The formal minutes of the Licensing Com­
mittee in such cases, it is stated, issued "as far as possible within a 
period of 3 days from the date of receipt of the orders of C.C.E.C./1 

4.71. It is noted from the information furnished by the Govern­
ment that when the circulation of minutes in respect of any case is 
held over for any reason, quite some time is taken by the Licensing 
Committee Section of the Ministry of Industrial Development in 
forwarding the cases to the administrative MinistrylSection concern­
ed in case it is on account of clearance required under M.R.T.P. Act 
or in referring the case to the Department of Cabinet Affairs, if the 
consideration of Cabinet Committee on Economic Co-ordination is 
required. For example, the minutes of the meeting of the Sub­
Committee of the Licensilng Committee held on 19th July, 1971, 
which were circulated on 7th August, 1971, contained 8 items where 
the minutes were held over. Two of these cases required considera­
tion by C.C.E.C. and for that purpose a reference was made to that 
body only on 7th October, 1971, i.e. more than 21 months after the 
meeting of the Sub-Committee of the. Licensing Committee. Five 
of the 8 cases required clearance under M·RT.P. Act; 4 of these were 
forwarded to the administrative Ministry jSe.ction concerned for fur­
ther necessary action only on 10th August, 1971, i.e. about 3 weeks 
after the meeting, while one case. was referred to the Department of 
Company Affairs direct on 8th September, 1971, i.e. more than 1l 
months after the meeting. One case o:n which the Minister of In­
dustrial Development had made certain observations was referred 
to the concerned administrative Section of the Ministry of Industrial 
Development on 20th August, 1971, i.e. about a month after the 
meeting. 

4.72. The Committee find that preparation, approval and circula­
tion of minutes of the Licensing Committee has been, until recently, 
taking an unduly long time. They note the assurance given to them 
that the minutes are now being issued within 7 to 10 days of the 
meeting of the Licensing Committee and hope that this position 
would be maintained in future also. 
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4.73. The Committee also find that, in cases reqwrlng approval 
of the Cabinet Committee on Economic Coordination or clearance 
under M.R.T.P. Act, the follow up action after the decision of the 
Licensing Committee is taking considerable time. The Committee 
would like the Ministry of Industrial Development to study the pro­
i:edures being observed in this regard and take such steps as may 
be necessary to minimise the time taken at this stage. 

Key and Non-Key Industries 

4.74. It is observed that the Mi.nutes of the Licensing Committee 
still go by the concept of "Key" and "Non-Key" industries while the 
Licensing Policy in force classifies industries only into 'Core Sector' 
and 'Small Scale Sector' industries. Asked to state the reasons for 
still continuing with the old concept. Government have stated that 
the concept of key and non-key industries was presumably introduc­
ed for the first time by the Report of the Industries Development 
Procedure Committee (Swaminathan Committee). They agree that 
the concept "does not seem to have any particular relevance now" 
and have stated that this "might be given up by the Licensing Com­
mittee, subject to a decision being taken by it to this effect." 

4.75. The Committee suggest that, as the concept of Key and 
Non-Key industries has now become out-dated, a new scheme of 
priorities may be evolved in accordance with the new Industrial 
Licensing Policy announced in February. 1970 for use in taking d~ci­
sions relating to licensing of industrial capacities. 

Delays in communication to party of decision of the Licensing Com-
mittee 

4.76. It is stated in the preliminary material fur:nished to the 
Committee that, after the Minutes of the Licensing Committee are 
circulated, the admini5trative Ministries and Industries Sections con­
cerned communicate the decisions on the applications to the appli­
cant parties giving them an opportunity to show cause, in cases 
where the applications are proposed to be rejected. It is notice.d 
from the material furnished to the Committee that there is a sizeable 
time lag between the date on which the Minutes of the Licensing 
Committee are circulated and the date on which the Letter of Intent/ 
Licence is actually issued. In a case falling within the purview of 
the Department of Ele.ctronics which has come to the notice of the 
Committee, this has been as long as 91 months. Detailed case studies 
made in respect of 18 random selection of cases has further confirm­
ed that, after the circulation of Minutes of the Licensing Committee, 
it takes considerable time for the administrative Ministry jSection 
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<concerned to issue the letter of intent or industrial licence or the 
letter of rejection to the party in accordance with the decision of 
the Licensing Committee. Out of 10 cases studied, in 7 cases this 
stage has taken more than one month, the maximum time taken in 
a case (which related to the Department of Chemicals) being 165 
days. It is however interesting to note that in one of the cases, the 
letter of intent was issued on the day following the date of circula­
tion of minutes of Licensing Committee. 

4.77. When confronted with these facts during evidelnce, the Sec­
retary, Ministry of Industri,al Development said: "Once the Minutes 
are issued and all the processes completed, that is indefensible." 
Asked whether in view of delays taking place at this stage, could the 
job of issue of letter of intent/licence or the letter of rejection to the 

. party in accordalnce with the decision of the Licensing Committee 
not be centralised, say in the Licensing Section of the Ministry of 
Industrial Development, he replied; "This work is generally of the 
Ministries concerned and they should continue to deal with this." 

4.78. The Committee are surprised that although the issue of a 
Jetter of intent after the circulation of minutes of the Licen!ling 
Committee is a formal affair, even this stage has been taking a con­
siderable time, often as much as several months in certain cases 
noticed by the Committee. The Committee consider that this stage 
should not take more than 2 weeks and suggest that, with a view to 
ensure that this time-limit is observed, a strict centralised wAtch 
should be kept by the Ministry of Industrial Development on the 
follow-up action taken by the Administrative Ministries/Sections 
concerned on the decisions of the Licensing Committee. 

D. Special Category Cases 

(i) CASES REQUIRING APPROVAL OF CABINET COMMITTEE ON 

ECONOMIC CO-ORDINATION 

Type of cases requiring approval of Cabinet Committee on Economic 
Coordination. 

4.79. After the receipt of the Report of the Industrial Licensing 
Policy Inquiry Committee in 1969 and with the enforcement of the 
Monopolies a.nd Restrictive Trade. Practices Act from 1st June, 1970, 
certain change, have been made in the procedure for consider:ation 
of applications for industrial licences. Under. an Order No. 7/1/3/ 
CF-70 issued by the Department of Cabinet Affairs on 4th August, 
1970, the following categories of cases have to be submitted to the 
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Cabinet Committee for Economic Co-ordination, after the same have 
been considered by the Licensing Committee, for ,approval, so that 
the collective mind of the Government can be exercised on these 
applications :-

(i) Cases involving an investment of Rs, 20 crores and more 
in the. heavy investment sector; 

(ii) all applications in the 'Core' Sector; 

(iii) all cases which need clearance under the provisions of the 
M.R.T.P. Act; and 

(iv) even in cases of doubt as in (iii) above, all cases relating 
to Larger Industrial Houses and foreign majority compan­
ies. 

4.80. Since such a procedure adds another stage in the licenstng 
procedure and takes some more time than already being taken in 
the issue of letter of intent, the representative of the Department of 
Cabinet Affairs was, during evidence, asked to enlighten the Commit­
tee in regard to the genesis and implications of the procedure. He 
was also asked whether it was possible to minimise these references. 
He replied: 

"In taking decisions on industrial licensing cases an overall 
view based upon a synthesis of the viewpoints of the v,ari­
ous concerned Ministries had to be taken. It has also to be 
seen that the dedsions are in accord with the socia-econo­
mic objectives of Government. It is but appropriate there­
fore that decisions in important cases of the kind mention­
ed in the question are taken at the highest level in accord­
ance with the principle of joint responsibility. The Cabi­
net Committee on Economic Co-ordination meets as often 
as the requirements of work necessitate. Ordinarily there­
fore the requirement re.garding submission of the specified 
category of cases to it should not entail a delay of three 
months, nor does it do so in point of fact. The original 
thinking was that all cases involving ain investment of 
Rs. 5 crores or more should come before the Committee. 
The limit was later raised to Rs. 20 crores to cut down the 
number of reference to the Committee and avoid delay. 
In view of the strong opinion expressed in Parliament and 
outside in respect of the socio-economic objectives vis-a­
vis the larger industrial houses, foreign ownership, import 
substitution etc., it is not considered feasible to make 



153 

further changes in this limit in the light of the concept and. 
practice of joint responsibility .... an overall view has to 
be taken in regard to cases involving important economic 
considerations. Since several ministries are involved it 
is only appropriate that the cases should go before a Com­
mittee of the Cabinet." 

Time taken at the stage 
4.81. As regards the time taken at this stage resulting in a further 

delay in the issue of the letter of intent, he said: 

"The Cabinet Committee also has been very anxious to reduce 
delay in industrial licensing; it has also given instructions 
regarding the streamlining of procedure. But. ..... certain 
cases which could have widespread political and economic 
implications have necessarily to be considered in the 
Cabinet Committee. In the types of cases mentiol1ed, the 
considered view is that the Minister of Industri,al Deve­
lopment should have the collective advice of his col­
leagues." 

He added that the Cabinet Secretariat as such did not consider the 
merits of a case and it was applying the procedural checks laid down 
in the instructions for submission of cases to the Cabinet and the 
Cabinet Committee. This check, he held, "does not take more than 
one day." 

4.82. It may be pointed out that a study of the Minutes of the 
Licensing Committee reveals that the reference of a case to C.C.E.C. 
has, in the past, in fact delayed the circulation of minutes of the 
Licensing Committee reLating to that case by as much as two months 
causing corresponding delay i:n the issue of letter of intent. What 
part of this time was taken by the Ministry of Industrial Develop­
ment in referring cases to Department of Cabinet Affairs and for 
how long these remained in the latter De.partment is, however, not 
known to the Committee. However, the Ministry of Industrial Deve­
lopment have, while furnishing information in respect of certain 
cases decided by the Licensing Committee on 19th July, 1971, indi­
cated that two of the cases were referred to C.C.E.C. on 7th October, 
1971 and the decisions of the C.C.E.C. thereon were receivec:i on 4th 
November, 1971, i.e.. after nearly a month, and the Minutes relating 
to those case were issued on 6th November, 1971. 

4.83. The Committee find that after decision of the Licensing Com-
mittee in a case requiring approval of the Cabinet Committee on 
Economic Coordination, various processes up.to the stage of cireu)a-· 
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tion of minutes are, at present, taking a long time. The Committee 
recom,mend that the Ministry of Industrial Development should, in 
consultation with the Department of Cabinet Affairs, so streamline 
the procedure in respect of such cases that the minutes of the 
Licensing Committee in respect of such cases are finally approved 
and circulated within three weeks of the date of the meeting of the 
Licensing Committee. 

(ii) CASES REQUIRING CLEARANCE UNDER M.R.T.P. ACT 

Provisions of M.R.T.P. Act. 

4.84. Part A of Chapter III of the Monopolies and Restrictive 
Trade Practices Act, 1969 (MR.T.P. Act) which deals with "Con­
centration of Economic Power" is the relevant portion of the Act 
for the purposes of Industrial Licensing. Section 20 of the Act 
provides that this Part will cover the following categories of Under­
takings: 

(i) an Undertaking the total value of assets of which, together 
with that of its interconnected undertakings, is Rs. 20 
crores or more. 

(ii) a dominant undertaking, the total value of assets of which, 
together with that of its interconnected undertakings, is 
Rs. one crore or more. 

"Dominant Undertaking" has been defmed in Section 2(d) of the 
MRTP Act as an undertaking which, either by itself or along with 
interconnected undertakings, produces, s~pplies, distributes or 
otherwise controls one-third or more of the total goods of any 
description produced, supplied or distributed in India or any subs­
tantial part thereof. Section 26 of the Act, requires all undertak­
ings to which Part A of Chapter III of the Act applies to 
register themselves with the Government. Upon registration, 
the undertaking is issued a certificate of registration. Sections 
21 and 22 of the Act provide that such an undertaking 
will have to seek the permission of the Central Government under 
the Act for any substantial expansion of its' activities or for e~tab· 
lishing any new undertaking which, when established, would bccomp 
an inte.rconnected undertaking. 

Procedure observed by Ministry of Industrial Development in 
M.R.T.P. Act cases. 

4.85. According to the Industrial Licensing Policy notified in 
,February, 1970, an Industrial Licence is necessary-
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(i) for all "Dominant Undertakings" as defined in Section 2 (d) 
of the MRTP Act, if they intend to set up a new unit ul 

substantially expand their production or manufacture new 
articles over 25 per cent of the licensed capacity. 

(ii) for 'Larger Industrial Houses' as classified by the Dutt 
Committee in their Report if they intend to set up a new 
unit or diversify or substantially expand their produ..:~ 
tion. (These are houses the total value of assets of which, 
together with that of their interconnected undertakings, 
exceeded Rs. 35 crores in 1964 and their total number is 
20.) 

Government have also stated that in cases clearly falling under the 
M.R.T.P. Act, that is where the party has registered itself under 
the Act, a letter of intent or licence is issued only after the case 
has been cleared under the M.R.T.P. Act. Thus not only registered 
'dominant undertakings' but registered companies where the total 
value of assets is Rs. 20 crores or more also require clearance under 
the Act, including the "Larger Industrial Houses" as classified by 
the Dutt Committee in their Report on the basis of value of assets 
of a House exceeding Rs. 35 crores. 

Action by Department of Company Affairs on copy of licence appli­
cation sent initially. 

4.86. As stated earlier, a copy of every application for the issue 
of a letter of intentlindustrial licence is forwarded to the Depart­
ment of Company Affairs for comments within two weeks. The 
representative of the Ministry of Industrial Development wa1', dur­
ing evidence. asked to state the object of sending a copy of the 
licence application to the Department of Company Affairs when 
the parties were required to make a separate application tn that 
Department for clearance under the M.R.T.P. Act if they were cov~ 
ered under the Act. He stated: 

"When we send to the Department of Company Affairs a copy 
of the industrial licence application, it is for their com~ 
ments as to whether M.R T.P. Act appli's. A decision on 
the application has to be taken by the Licensing Com~ 

mittee. If they do not send the comments. we will report 
to the Licensing Committee that no comments from the 
Department of Company Affairs have been received. We 
do not wait but just put up the case. The DE'nartment 
of Company Affairs is. however, concerned with giving 
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clearance under the Monopolies Act, for which the party 
must apply separately, if its case is covered by that Act." 

In a subsequent written reply to the Committee, the Department 
of Company Affairs have stated that they examine the applications 
primarily from the company law angle and also from the point of 
view of the applicability of the M.RT·P. Act to the case (so far as 
could be made out from the application for industrial licence which 
does not contain all the detailed material required for an application 
under Section 21 or 22 of the M.R.T.P. Act) and furnish their com­
ments to the Ministry of Industrial Development within two to three 

. weeks. 

Procedure in cases clearly covered under M.R.T.P Act. 

4.87. In respect of parties who are registered, or have already 
applied for registration under Section 26 of the MRTP Act, a letter 
of intent or licence under the Industries (Development and Regula­
tion) Act is issued only after the case has been cleared under the 
MRTP Act. In such cases, after the Licensing Committee has consi­
dered the application, the Licensing Committee Section of the Minis­
try of Industrial Development forwards the case to the Administra­
tive Ministry!Section concerned asking them to advise the party to 
obtain from the Department of Company Affairs either a statutory 
approval under Sections 21 and 22 of the Act (if the party has not 
already made such an application) or a clarification to the effect that 
the particular expansion proposal is exempt from such prior appro­
val under the Act. 

4.88. According to the pre~cribed procedure applications from 
parties, who have already applied or are registered under Section 26 
of the Monopolies and Restrictive Trade Practices Act, are required 
to be processed simultaneously by the Licensing Committee in the 
Ministry of Industrial Development and Advisory Committee in the 
Department of Company Affairs and placed before the Cabinet 
Committee on E~onomic Coordination (C.C.E.C.) for orders. In a 
Press Note issued by the Department of Company Affairs on the 
25th October, 1970, applicants for industrial licences, whose casEfs 
are also covered by the provisions of the M.R.T.P. Act, were advised 
simultaneously to apply to the Department of Company Affairs also 
under the relevant provisions of Section 21 or 22 of the M.R.T.P. 
Act. The idea is that the M.R.T.P. application will also be proces­
sed simultaneously with that for industrial licence and the two 
corresponding applications placed before the Advisory Committee 
and the Licensing Committee respectively thus enabling the Cabinet 
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Committee for Economic Coordination to whom both the parallel 
·applications will be referred to take a final decision. 

4.89. Asked whether the procedure of simultaneous consideration 
by the Licensing Committee in the Ministry of Industrial Develop­
ment and the Advisory Committee in the Department of Company 
Affairs was actually· being observed, the Department of Company 
Affairs have stated that as far as possible attempts were made to 
get such applications processed in both the bodies simultaneously 
but this is not always possible as, to a large extent, it depends upon 
whether the party applies simultaneously or on different dates for 
the two sets of clearance. It is held that the application for clear­
ance under the M.RT.P. Act is frequently made at a later date. 

4.90. In a subsequent written reply the Department of Company 
Affairs have further stated: 

"In actual practice it has been found not possible to ensure 
simultaneous consideration by the Advisory Committee 
and the Licensing Committee in all cases. In view of 
the provisions of Section 30 of the Act, it is necessary to 
take a view early whether the application is to be refer­
red to the M.RT.P. Commission for enquiry or not. 
Hence, applications are brought up before the Advisory 
Committee within about 4 weeks of their receipt. How­
ever in such cases both the applications are finally decid­
ed by the Cabinet Committee for Economic Coordination. 
The Cabinet Committee for Economic Coordination has 
the recommendations of the Licensing Committee in res­
pect of the industrial licence application and of the Advi­
sory Committee (or the M.RT.P. Commission in cases 
referred to the latter) on the application under the 
M.RT.P. Act, before it takes decision. In order to avoid 
notes on the two applications coming up separately from 
two separate Departments before the Cabinet Committee 
for Economic Coordination, it has recently been decided 
to send the Department of Company Affairs' note for the 
Cabinet Committee in respect of an M.R.T.P. application 
to the Ministry of Industrial Development which Ministry 
will place both that note and its own note on the indus­
trial licence application before the Cabinet Committee for 
Economic Coordination at the same time. This procedure 
is now being followed." 
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Cases not clearly covered under M.R.T.P. Act. 

4.91. In cases where there is a doubt on the part of the Depart­
ment of Company Affairs or any other Department of Government 
regarding the applicability of the M.R.T.P. Act, but where the parties 
have not registered themselves under Section 26 of the Act clear-, 
ance is not required under the M.R.T.P. Act. These cases are sub-
mittee to the Cabinet Committee for Economic Cordination for 
orders, after consideration by the Licensing Committee. The issue 
of Letters of Intentlindustrial licences in such cases is subject to 
the stipulation that it will not constitute a clearance under the 
M.R.T.P. Act. However, where it is prima facie clear that the 
provisions of the M.RT.P. Act do not apply to an application for 
a letter of intentllicence, the letter of intentllicence is issued without 
any such stipulation. 

4.92. The basis of the procedure observed in cases of doubt as 
to the applicability of M.RT.P. Act was explained by the represen­
tative of the Department of Company Affairs during evidence thus:-

"the intention is that the entrepreneur should be in a position 
to go ahead with the establishment of the industry in a 
case of doubt if he is prepared to run the risk of facing 
prosecution under the MRTP Act on being ultimately 
proved wrong. The intention is to give fillip to the estab­
lishment of new ventures where there is a doubt about the 
necessity for registration under the M.RT.P. Act. Since 
the Government could be in doubt, but the firm may not 
be the intention is that if the firm is prepared to take the 
risk, it may do so." 

Prolcedure observed by the Department of Company Affairs. 
4.93. According to the procedure observed by the Department of 

Company Affairs, on the rceipt of application, concerned Ministries 
Departments namely, the Administrative Ministry I Department 
concerned, Department of Economic Affairs, Department of Banking 
and Planning Commission are requested to send their comments 
within ten days. If the application is lacking in any material parti­
culars, these are called for from the Company concerned. The case 
is then placed before the Advisory Committee or decision whether 
the matter should be referred to the MRTP Commission or not. 
Secticn 30(1) of the Act prescribes a time-limit of 60 days from the 
date of receipt of the application (where further particulars are 
called for bv Gov0rnr1Cnt from the date on which these are furnish­
ed to the Government) within which such a dedsion should be 
taken. If it is decided not to refer the case to the MRTP Commis­
sion for further enquiry, interested parties are given statutory hear-
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ing by Government in terms of Section 29 of the Act. The case is. 
then submitted to the Cabinet Committee for Economic Coordination 
for approval through the Ministry of Industrial Development where­
after the final order is passed. Under Section 30(4) of the Act, 
cases which are not referred to the Commission are required to be 
disposed of by the Central Government within 90 days from the 
date of receipt of the application, except where the Central Govern­
ment, for special reasons recorded by it in writing, is of the opinion 
that the case cannot be disposed of within 90 days. 

4.94. In a case referred by Government to the MRTP Commission 
f'Or inquiry, the Commission can, under Section 30 (2) of the Act, 
take 90 days from the date of such reference, for submission of its 
Report to the Government. The Commission observes its own pro­
cedure for making inquiries which includes personal hearing of in­
terested parties, if considered necessary. The time-limit of 90 days 
for the Commission can be exceeded if the Commission for special 
reasons recorded by it in writing, is of the opinion that the report 
cannot be made within 90 days. On receipt of the Report of the 
Commission, the Act allows Government 60 days time to examine 
it and pass orders. Before passing final orders in such cases, the 
Department gives a statutory hearing to the interested parties under 
Section 29 of the Act and submits the case for the approval of the 
Cabinet Committee for Economic Cordination through the Ministry 
of Industrial Dvelopment. 

4.95. Asked to indicate the level at which processing of cases is 
done, and decisions taken, the Department of Company Affairs have 
stated: 'Processing is done by the Department and decisions on 
applications under the MRTP are taken by the Cabinet Committee 
for Economk Coordination; where, however, it is a question v,he­
ther the provisions of the Act are applicable or not to any particular 
case or whether the case is entitled to statutory exemption under 
the Act, the decision is taken by the Minister of Company Affairs." 

Guidelines for disposal of cases 

4.96. The broad guidelines or criteria for clearance under the 
MRTP Act ..,re laid down in Section 28 of the Act. It i~ stated that 
apart from these, no departmental guidelines as such have been 
issued, but rertain points have been drawn up and circulated, on 
which adm'nistrative Ministries ar expected to offer their comments 
and these roints are borne in mind by the Advisory Committee 
while mak'J1g its recommendations as to whether the proposal is 
expedient in publi~ interest. These are: 

(1) All India Production figure in commodity; 
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(2) The applicant's share in it (i.e. whether it is \ 'dominant' 
undertaking) ; 

.(3) Whether attempts have been made to locate newer entre­
preneurs for producing the particular commodity end 
with what success; 

(4) How many 'letters of intent' have been issued for the 
same commodity and the names of parties; and what 
would be the applicant's market share when all these 
letters of intent are implemented; 

:(5) Where the applicants belong to a larger house as defined 
by the Dutt Committee, whether the product is in the 
core or heavy investment sector. If it is in the middle 
sector, any special justification for allowing larger houses 
to come in. 

(6) The Plan target, if any, for the commodity proposed to 
be manufactured; 

(7) . How much of this commodity is now imported; 

(8) The export potential; 

(9) Whether the proposed expansion or setting up of a new 
undertaking is in a backward area; 

(10) The estimated volume of employment to be generated 
by the project; 

(11) The quality of the goods already produced by the appli­
cant; their general reputation in this respect; 

(12) The price structure and the margin of profit in the pro­
ducts manufactured by the Company; 

(13) Where expansion is ju'tified on the ground of economy of 
scale, whether this economy will be reflected in the re­

sultant price of the commodity and whether this will be 
passed on to the consumer for price reduction; 

(14) The views of the Licensing Committee on the corres­
ponding application under the Industries (Development 
and Regulation) Act where that application has already 
been considered by that Committee. 

'The Department of Economic Affairs are required to give their 
:specific comments in respect of the following points:-

(1) If it is a foreign majority company, whether there should 
be a reduction of foreign holding to a suitable level and if 
so, what level; 



(2) If the applicant company is closely held by a family group. 
whether as a condition of approval of the proposed ex· 
pansion, there should be a dilution of capital held b) 
them. 

F'rocedw'e observed by the MRTP Commission. 

4·97. Section 18 of the Monopolies & Restrictive Trade Practicef 
Act empowers the Commission to regulate the procecinre and con­
duct of its business. It is stated that, as different enquiries pose 
different problems, the procedure to be followed can vary from 
enquiry to enquiry depending upon the nature of information requir­
ed to be collected. However, generally the procedure followed is 
somewhat as under:-

(i) As soon as the references are received in the Commis' ion 
from the Department of Company Affairs under Sections 
21122, the first thing that the Commission does is to pub­
lish a Notification in the important newspapers in the 
country. In this NotiOcation salient features of the 
Scheme for which approval has been sought from the Gov­
ernment are mentioned. Intere ted parties are requested 
to give their comments regarding the proposecl scheme, or 
any other information which they may like to give to the 
Commission for its consideration by a specified date. 

(ii) After the Notification has been issued, the Commission 
mpcts an'! th~ Scheme Jlroposed is analysed. Letters are 
issued to variou: Government Departments like Planning 
Commission, Department of Industrial Development, 
Directorate General of Technical Development, p.k 'iolicit­
ing information on various points 1)iz. existmg ('apCicities, 
curn'nt production, names of the parties who propose to 
enter into the ficlcl. et.c. Letters are sometimes alsl) issued 
to financial institutions like Life Insurance Corporation of 
Indb, Unit Trust. of India. T.C.I.C.I, etc .. soliciting their 
commenlij regarding scheme of finance ;mct other allied 
matters. If necessary, preliminary discussion'i are also 
held with the Government and financial mstitution'6 rep­
n'sentatives etc. 

(iii) Letters are also issued to the' applicant company asking 
it to furnish information on various factual points that 
are considered reJevant to the enquiry as also to give com­
ments on various other issues considered relevant by the 
Commission. 

580 LS-12. 
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(iv) The letters received in response to the Commission's Noti­
fication are analysed and if more information is considered 
necessary on the basis of these letters, that is collected. 
Views of the parties who are already in the field proposed 
are also solicited. Sometime hearings to the interested 
parties are also given by the Commission. 

(v) If on some matters the Commission considers it necessary 
to make some investigations, etc. those aspects are en­
trusted to the Director of Investigation of the Commis5ion 
for necessary enquiries and report. 

(vi) The Commission as a whole, or some individual Members 
also visit the establishment of the applicant company or 
some competitive establishments, if that is conoidered 
necessary for the purpose of enquiry. During these visits, 
various processes of manufacture involved are looked 
into and discussions are held with the representative,> of 
the establishments visited. 

(vii) After information from various resources has been col­
lected, a public hearing is arranged. Intimation regarding 
these hearings is given to the applicant company, Govern­
ment Departments as also to all others who have shown 
interest in the conduct of the enquiry by the Commission. 
Information is also given through newspapers regarding 
these hearing. Those who are intercsted attt:nc1 and 
participate in the hearings at the discussions of the Com­
mission. The':e hearings are open to the Press and the 
Public. 

(viii) After thc public hearing, the Commission drafts its repurt. 
and sends it to the Government. 

Delays in the disposal of appUcations for clearance undet' MRTP Act 

4;98. MRTP Act itself provides an elaborate procedure for dis­
posal of applications from parties coming within the purview of the 
Act· Time limits for dispo"al of applications are laid down in the 
Act itself (90 nays for, cases not referred to the Commission). These 
can, however, be exceeded, though only for 'special reasons' to be 
recorded in writing. In actual practice, the time limits are seldom 
adhered to and it takes the applicant much longer time to get clear­
ance under the Act. This is borne out by an analysis (If t.he data 
furnished by the Department of Company Affair~·. It indicates that 
upto 15th November 1971 a total of 189 applications were received 
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by the Department for clearance under the MRTP Act. Out of these 
189, 116 were disposed of and 73 were pending as on 15-11-1971-61 
with the Department of Company Affairs and 2 with the MRTP 

... Commission. Of the 116 cases disposed of as on 15-11-71, 110 cases 
were disposed of without reference to the MRTP Commission. The· 
statutory time limit of 90 days was observed only in 16 out of these 
110 casel; while roughly 50 per cent of the cases took more than six 
months for disposal. Five out of six cases disposed of after reference 
to the Commission took between 8 to 10 months for fin:tl dispos:lI 
by the Department of Company Affairs. 

4·99. Of the 61 cases pending with Government on 15-11-1971 all 
but four cases were pending for varying periods exceeding the sta­
tutory time limit of 60 days laid . down for disposal at this stage. 

-, Cases pending with them for more than six months numbered 23, 
including four cases which were pending for more than QIle year. Of 
the 12 cases pending with the MRTP Commission a, on 16-11-1971, 
the pendency in all cases had exceeded the statutory limit to 90 days 
laid down for disposal by the Commission. Half of the pending cases 
were with the Commission for more than six months. This analysis 
shows that the time limit for disposal of applications laid down in 
the MRTP Act is generally not being observed by the Department 
of Company Affairs or the MRTP Commission and that in most cases 
'special rea-ons' have to be pleaded for exceeding the statutory time 
limits. 

Rea:;ons fol' Delay 

4.100. It has been p,enerally complained to the Committee by all 
the leading non-official organisations representing commerce and 
industry that it takes a long time for the Department of Company 
Affairs to clear applications in respect of Parties registered under the 
MRTP Act resulting in inordinate delay in the isslle of letters of 
intent ! licences. In this context, the Department of Company Aff.Jirs, 

~ was asked to st.ate the reasons for delay at the GovernmC'nt level and 
by the Commission in the disposal of such cases. Thf:'y hnve in reply 
submitted: 

"The complaint is not correct. Where such applications are not 
made by the parties at all or made beJatedly or where 
clearance is not sought in re5pect of the non-applicability 
of the Act or in regard to any exemption under it, the 
que-tion of giving any clearance by the Department suo 
motu does not arise .... 

In the great majority of these cases, it has not been possible 
to pass final orders within the statutory time limits. As 
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the other concerned Ministries do not usually communi­
cate their comments on the MRTP applications in time 
nnd in many of the case' th<.! applicant parties also take 
a long time to furnish further information wh1ch they may 
be asked to give by the Department it becomes very diffi­
cult to pass the final order within the required time-limit. 
Under section 29 of the Act, Central Government is re­
quired to give interested persons an opportunity of being 
heard, and this involves the prior publication of news­
paper advertisements in a national newspaper and a com­
mercial journal by the applicHnt parties calling for objec­
tions or repreentations from interested persons to be sent 
to the Department of Company Affairs. This process also 
takes considerable time as each of the int.pTcst.ed persons 
is required to be given sufficient notice kr such hearing. 
Finally, all applications under Sections 21 and 22 of the 
MRTP Act are required to be decided upon by the Cabinet 
Committee for Economic Coordination· Cases are sub­
mitted to the Cabinet Committee only after the views of 
the Licensing Committee on the corresponding Industrial 
licence are known and the precess of reference to the 
Cabinet Committee for Economic Coordination, obtaining 
its minutes of decision and the issue of the final order 
which has to set forth the reasons for the decision (since 
these orders are appealable to the Supreme Court) neces-
sarily involve~ time ....... . 

"As for the delay in submission of the reports by the Com­
mission, it has alw3Ys been the CommiSSIOlt's endeavour 
to give the reports within thc period of 90 days as stipu­
lated under the Act. However. in the past It h~s not been 
pos iblc to keep up this limit in some cases because of 
paucity of staff with the Commission. Snmt' delay has 
also resulted because the Government Departments, the 
applicant company and the various parties to whom 
letters of enquiry were issued by the Commission took 
time to send their replies on the various point, on which 
information w~s considered nece~sary by the Commission. 
However, the pOSition in this regard is likely to im­
prove very much, since the Commission has now been 
able to recruit some staff on its Resean:h and Technical 
side." 
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4.101. Asked to state whether the Department or the Commission 
had laid down any time limits for the disposal of cases at various 
stages, apart from the time limiL prescribed in the MRTP Act itself, 
the Department of Company Affairs stated: "The Department, accord­
ing to internal administrative instructions, is required to place every 
application before the Advislll'Y Committee within about four weeks 
of its receipt. There are no other internal time limIts." 

4.102. In the context of delays occurring in the disposal of cast:s 
attracting the provisions of MRTP Act, during eviden'~, a point wa'.,; 
made whether it could be possible to evolve a procedure whereby 
{ll'ior clearance under MRTP Act was not insisted upon and a letter 
of intent was issued subject inter alia to the condhioll t.hut the ap­
plicant would have to obtain clearance under MRTP Act before the 
letter of intent could be converted into an industrial licence. This 
w"uld cut out delay in such cases to ~ considerable extent. The re· 
presentative of the Department of Company Aff:lirs in regard to th:,:.; 
point said: 

"11' (this) observation is made in the letter of intent, it would 
be of no help to the party concerned unless clearance i~ 

obtained. If no approval is granted, this letter of intent 
will be useless and he will be misled by it. Simultaneous 
clearance under Industri<'3 Act and Mone,polie,.; Act j; 
necessary." 

The Secretary, Ministry of Industrial Development added: 

"Letter of intent really is meant to indicate that GOVl'I'I}'~1)ell! 
are prepared to give him lic'~nce. If the letter of intent is 
given where the Government may later on say: No, we do 
not give you the licence, then the value of lett'<!r of intellf 
will be greatly distracted. It will be emoorrassing to issue 
letter of intent knowing that the party is registered one." 

4.103. The Secretary, Ministry of Industrial Development 11'.> well 
as the representative of the Department of Company Affairs submit­
ted bd'ol'e the Committee that a certain procedure was laid down b~' 

the MRTP Act for clearance of cases and this could neither be> 
[lvoided nor exercised by any authority other than the Departmellf 
of Crmpany Affairs who under the 'Allocation of Business Rules' ,at 
/w'scni in force were designated to implement the MRTP Act. Tn 
rc(tard to the question whether the work of grant of clearancp linneT' 
MRTP Act could not be entrusted to the Ministry of (mills I I ial DcV('­
lopment, the representative of the Department of C!llllpmw Aff~lirs 
stated: "This suggestion is valuable one, because if the work is uni­
fied, it will save considerable time. But, even as j t i"' th i:-; division 
of work dneH lIot hold up any thing." 



4.104. The representative of the Department of Company Affairs 
explained to the Committee the delays in the disposal of applkatiol1 
fur clearance under MRTP Act. He said: "in the beginning then~ wa~ 
some delay because licences or letters of intent were pending when 
the Act came into force. Then the question arose in many cases WhE­
lher the Act was applicable or not and that particular aspect had to 
be cleared and that took some time. Now that the backlog has been 
cleared, things move oother quicker." Adding that since the "last 
two or there months", the clearan(le under MRTP Act is givt:n "with­
in four or five weeks and in almost all cases, before the Industries 
Ministry is ready with the proposal for the licence", he assured the 
Committee: "NOW, we have formulated clear views and no case i~ 

held up for more than 4 to 5 weeks. Presently, there ,are hardly an9 
cases where the Licensing Committee's proceoedings were held up 
because of want of recommendation from OUr side. More or less, it 
is fiynchronised and it is very simple now." 

Changes in compOsition of Industrial HOlLses and in pattern Of their 
production 

4.105. It was pointed out during evidence that changes were tak­
ing place in the composition of industrial houses, in the v,aluc of 
their fixed assets and the production pattern of the undertaking;;. 
Therefore, a Company which attracted the provisions of the MRTP 
Act at a given time might subsequently cease to come within the' 
purview of that Act and vice versa. Replying to the point the Sec­
r'etary, Ministry of Industrial Development stated that if a Company 
registered under Sec. 26 of the MRTP felt that it was no longer ;n· 
ter-connected 'with any group coming within the purview of the 
MRTP Act, it could apply to the Department of Company Affairs for 
not treating it as such and where the Department of CO,ffii-lf'II:.r Affairs 
had fourtd that the contention was substantiated, it harl deleted the 
name of such Company from the Lst of Compan'es registered under 
Sec. 26 of the Act. 

Impact of Industrial Development 

4,106. The representative of the Ministry of Industrial Develop­
ment stated during evidance that the MRTP Act did not prohibit any 
section of entrepreneurs from establishing new or additional induq· 
triLl I capacitie, and that Section 28 of the Act laid down the princi­
I')lcs and criteria for granting clearance under the Act He, howewr, 
agreed that a certain time was lost in processing such cases. 
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4.107. One of the non-official organisation have, in their Memo­
l'andum to the Committee suggested: 

" .... Especially where the investments are in Jesiru.lJle activi­
ties-backward arcas, defence and export produl'tion- then 
the expansion should be granted in the puul\c interest with 
a liberal use of Section 28(a) of the Monopoljt~.s Act. For 
this, a set of guidelines be evolved in consultation with 
Monopolies Commission under which entrepreneurs can 
go ahead with implementation without awaiting for a 
clearance ............. " 

Government were asked to offer their comments on the suggestion. 
They have stated that the Act does not vest the Government with 
~ny power to grant such outright exemption or reli;lx;nion from the 
requirements of the Act. However, the criteria to which regard shall 
be hoad by Government in disposing applications and determining 
whether they are expedient in the public interest are indicated in 
Section 28 of the Act. 'l:hese include the considerations mentioned in 
the memorandum referred to in the question. These matters are al­
ways borne in mind by the Advisory Committee, MRTP Commission 
nnd by the Government while dealing with applications under Sec­
tions 21 and 22. So far, four such applications have been rejected. 

4.10B. In regard to another point raised during evidence that es­
t·lbJi3,J.lCd industrial houses were finding it difficult to obtain clearanc£' 
ullder the MRTP Act for setting up new or additional capacities even 
in the core sector where their participation was pe:-mltt.f-!d under the 
IlL'W licensing policy announced by Government in February 1970. 
the representative of the Department of Company Affairs said: 

"Out of the 90 applications which have been cleared up till 
now, only four have been refused on the ground that 
particular project can be taken up only by a new entre­
preneur. Otherwise, most of them have been cleared, par­
ticularly having regard to the fact that they are going to 
the backward areas." 

4.1(~9. The Committee note that so far Government have been 
unable to give clearance under the MRTP Act in respect of only 
npplirants. They are, however, distressed to find credence in ',he 
complaints made to them of considerable delays taking place in the 
disposal of applications for clearance under the Act. In 1 t.{) cases 
disl)Ost"d off by the Department of Company Affairs by 15th Nov­
ember, 1971 without reJerence to the MRTP Commission, only 18 
cast's were disposed off within the statutory time-limit of 90 dl1Ys, 
while roughly 50 per cent of t>he cases took more than 6 months 
(ur disposal. 5 out of 6 cases disposed off "fter reference to tltt' 
Commission took between 8 to 10 months for final disposal by the 
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Department of Company Affairs. The Committee also note that 01' 
the 61 cases pending with the Department of Company Affairs 011 

15th November 1971, 23 were pending lor more than 6 months. ,. 
S.milarly. MRTP Commission ,has also exceeded the statutory time 
l.lmit of 90 days in respect of all the 12 cases pending with tht'lll 
on--15th November, 1971. Thus the statutory time limits for disposlll 
of applications for clearance under the MRTP Act ure generally nut 
being adhered to either by the Department of Company Affairs or 
by the MRTP Commission. The Committee are unable to apprecil.ll.~ 
the reason adduced by t'he Department of Company Affairs that the 
various process to be undergone under the provisions of the MK'l'P 
Act take time, as they believe that these fl!ctors must have Iwcll 
taken into account while)aying down the statutory time Emits. The 
Committee would like the Department of Company Affairs as well as 
the MRTP Commission to seriously try to c(;mpress their inquirlt·,,;, 
investigations and processes wit,hin the statutory time-limits ami sN' 

that cases which are not disposed of within those timl~-limits ar(~ /til 

exception and not the rule as happens to be case at pr('sent. 

4.110. The Committee would also like the Ministry of InduSlri/lJ 
Development to identify and cut out pockets of avoidable dehlYs 
ir. the existing procedur~1I and processes in that Ministry in regard 
to licensing applications requiring clearance under the MRTP Act, 
especially the procedure whereby, after the dec:sion of the Li(~t'm;­

ing Committee, the Licence Committee Section of that Ministry 
forwards the cases to the Administrative MinistrYISection c(lh,cern­
ed requesting them to ask the parties to obtain either a clearanCl' 
under the MRTP Act, or a certificate cf non-applkability of that Ad 
in regard to the case. from tbe Department of Company Affairs, 
which nec:essarily takes time. 



CHAPTER V 

PHOCEDURE AFTER THE ISSUE OF LETTER OF lNTEN'l' 

A. Fulfilment of Conditions 

(i) Approval of Foreign Collaboration Agreement~ 

Foreign lnt'estment Board 

5.1. As stated earlier, where a proposal made by an applicant in­
volve . .; collaboration with foreign parties. the letter of intent is 
issued subject to condition that the terms of foreign collaboration 
will be settled subject to th~ satisf,action of Government and thl' 
party is directed to send, within a period of six months from the datI' 
of issue of the letter of intent, an application setting forth the pro­
posals regarding foreign collaboration. With a view of minimising 
procedural delays in the disposal of applications relating to foreign 
investment and collaboration, Government have, in January 1969, 
laid down a procedure for disposal of such applications. A "FOt'cign 
I nV.!3tment Board (FIB) bas been set up and charged with the res­
ponsibility "for expeditious disposal" of such cases. The composition 
of the F.I.B. is as under: 

Secretary, Ministry of Finance-Chairman 

Members 

1. Secretary, Department of Industrial Development 

2. Secretary, Ministry of Petroleum and Chemic-tls 

3. Secretary, Department of Company Aff::lirs 

4. Secretary, Department of Commerce 

5. Secretary, Planning Commission 

6. Secret8ll'Y of the Administrative Ministry concerned. 

7. Director General, Council of Scientific and Industrial Research 

8. Director General, Technical Development 

9. Member-Secretary to be provided by the Department of Indus­
trial Development. 
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The It'IB has been assigned the following junsdlction: 

"All cases of foreign investment and collaboration will fall 
within the jurisdiction of the Board. Even where the pri­
mary responsibility rests with the administ.rative Ministry 
concerned under powers delegated to the Ministry, the 
Board will have supervisory functions in respect (jf the dis­
posal of all applications and may call £(,1' and deal with 
any individual applications in the Board itself." 

There is a Sub-Committee of the FIB composed of rt:presentatives 
(at the Joint Secretary level) of the following Departments: 

Department of Industrial Development-Chairman. 

Members 

1. Department of Economic Affairs 

2. Department of Company Affairs 

3. Ministry of Commerce 

4. Ministry of Petroleum and Chemicals 

5. Department or Administrative Ministry concerned. 

6. A representative of the Planning Commission 

7. A representative of the Directorate General of Technical De­
velopment. 

8. A PC!presentative of the Council of Scientific and Industrial 
Research. 

9. Secretary to be provided by the Department of Industrial De­
velopment. 

Procedure in foreign collaboration cases 

5.2. The proposals for foreign collaboration have to be applied for 
in the prescribed form 'and 10 copies of the applications are required 
to be submitted to the Secretariat of the F.1.B., that is, the Ministry 
of Industrial Development. After registrat'on and an initial and pre­
liminary examination, copies are transmitted to the admin;strative 
Ministry Department, CSIR, DGTD or other technical authority 
concerned and the Development Commissioner, SmnJi Scale In­
dUstries. 

5.3. Government have delegated authority to the administrative 
MinistrieslIRpartments and they are supposed to be "primarily res­
ponsible for the prompt disposal of applications falling within their 
p:u-ticular fields in accordance with gUidelines laid down. In cases 
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where the matter is within the delegated powers of the administra­
Lve Ministri~s, they it is stated, dispose of the application finally 
within a period of two months of the date of application and inform 
the Secretriat of the Board. All cases of foreign technical collabora­
twn involving a payment in cash of royalties not exceeding the tlres­
CL bed ceiling and all cases of technical know-how fees payable in 
cash not exceeding 10 per cent of the issued equity c(lpil aI, provided 
the aggregate gross payment does not exceed Rs. 5 lak.hs per ?nl1um 
in anyone case, can be disposed of by the administrative Ministry 
concerned without reference to the Foreign Inve:,tmeJlt Board or 
its Sub-Committee. Ewn where the pr;mary responsibility rests with 
the administrative Ministry concerned under powers delegated above, 
the Foreign Investment Boards ha's supervisory functions in respect 
of disposal of all applications and may call for and deal with any in­
dividual application in the Board itself. It is stDted that the Secre­
tariat of the Board maintains close liaison with the various Minis­
tries. 

5.4. Where the C:lse is within the jurisdictioll Ot the FIB or its 
Sub-Committee, after obtaining the comments of the authorities 
concert)ed, the administrative Ministries are required to forward a 
note to the ~cretary of the Foreign Investment Board/SUb-Com­
mittee within 1~ months from the date of receipt of the application'. 
If, in any particular instance, the note is not received within 
1 ~ months, the Secretary of the Sub-Ccmmitte'~ of Foreign Invest­
ment Board contacts the administrative Ministry to expedite sub· 
mission of the Note. It is stated that, in any case, an application 
for foreign investment/collaboration must be brought up to the 
Foreign Investment Board!Sub-Committee at the ~xpiry of the 
period of 2 months from the date of its receipt, irrespective of the 
stage of the processing of the case and even without waiting for 
the comments of the technical authorities. On receipt of the Notc 
from the administrative Ministry, the Secretariat of the Foreign 
Investment Board ensures that it is included in the agenda of the 
next meeting of the Sub-Committee or the FIB, as the case may 
be. Where, under the delegated powers, the Sub-Committee is 
com~tent to deal with subject. it considers the propos;:!l and informs 
the FIB of its decision. Where the subject is within the competence 
of the Board or of the Cabinet Committee, it is included in th~ 

agenda for the next meeting of the FIB. The FIB and its Sub­
Committee meet normally once a fortnight. Where thl~ subject falls 
within the jurisdiction of the Cabinet Committee, the Board con­
sicler..; the Note and records its recommendations on the propo'!als 
made by the Administrative Ministry. 
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5.5. The Secretary of the Foreign Investment Board/Sub-Com­
mittee drafts the minutes which are immediately sent to the Ch&ir­
man of the Foreign Investment Board for approval. After approval 
by the Chairman, the minutes are put up to the Minister of Industrial 
Development in respect of cases relating to the Ministry of Indus­
trial Development, where as the minutes in respect 01 eases relating 
to other Departments/Ministries are submitted to him for informu­
Lon. Thereafter, the minutes are circulated to the Members of the 
Board and the administrative Ministries for further necessary act:on. 
The administrative Ministries/Departffi'~nb; concerned arc required 
to issue final orders in the matter between 4 to 7 days from the date 
d receipt of the minutes. It is stated that every effort is made to 
give final decision on a foreign collaboration application within a 
pcr od of 90 days from its receipt in the Secrebriat of the Fore ;gn 
Investment Board. 

Delays in disposal of cases 

5.6. Complaints have been received by the Committee thD~ "110-

siderable time is being taken by Government in consideration ;md 
final approval of proposals for foreign collaboration. In this f-!gllrd, 
Government have stated that, by and large, with the establishlllcnt 
of the FIB it has been possible to substanLally reduce the pro­
cedural delays in processing the foreign collaboration applications. 
They have also stated that though it is true that delay in the sub­
mission of summarieslnotes by the Administrative MinistrieslSectiolls 
does affect the time-schedule laid down for consideration by tht' 
FIB, but with periodical demi-official reminders sent by the FIB 
Secret'lriat to the Joint Secretarh~s of the concerned Ministries; 
Sections impressing upon them the necessity of expeditiously clear­
ing the pending foreign collaboration applications, the delays :;re 
reduced to the minimum. It is held that, generally, the applica­
tions are brought up before the FIB/Sub-Committee by the Admi­
nistrative Ministry within 2 to 3 months from the date of receipt 
of application. If is further stated that every effort is made that 
the Administrative Ministries/Departments concerned issue final 
orders in the matter between 4 to 7 days after the minutes <Ire 
issued. The Secretariat of the FIB reviews the position of' such 
pending cases almost every months and issues demi-official letlers 
rtt .10int Secretary level to all concerned Ministries impressin~ upon 
t"~'rn the necessity of clearing such cases which have been con­
sidered by the Board and where final orders are yet to issue. 

57. Government have furnished to the Committee the followin~ 
(hI:' ,·(!!<;ting to applications for foreign collaboration including notes 
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on policy disposed of during 1971 and those outstanding as on lsI 
January, 1972. 

.-.~----------- .'._.-,--, _. ,-- .. -~-.~.--,.--.. ---~" 

A. Applications disposed of during H1'7! 

(I) No. of applications including Notes on PolicY disposed of 
by the FIB. . • . . . . " 353 

(2) Break-up of cases decided by the Board, accordilJg t(l the 
time taken in final disposal (from the date of receipt of applica-
tion tu the date uf circulatiun of minutes of the Board. 

3-4 months 56 

4-6 months 87 

6-9 munths 96 

9-12 months 54 

Over I2. months 60 

(3) No. of applications approved 

(i) on the recommendations of the FIB 

(ii) Underde!egated powers 

(4) No. of applications rejected 

(M) On the recommendations dthe FIn 

(ii) Under dclegated powers 

B. AI ~'jCllti"m pt'IIdill,ll a.' 0,/ 1-1-1972 

353 

25T 

110 

20 

90 

(I) Total No. of applications rending final decir.il'n .-((. 

(i) a');)\ications c;)nsidered by FIB, but final orders arc yct tu issue H~ 

pending for up to one munth 53 

)' ~l1dins for 1-2 months ~.j6 

J'endilJgfl'r 2-3 mnnth~ :1 

r cmling fnr uver 3 months 24 

(2) .\oplications which are deferred and arc required to be re-submitted to 13 

FIn. .........•. (~~~hdiA~_ 

Pending for up to one one mflnth 

pending for 1-:2 months 

Pending for 2-3 months 

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

ministra­
tive Minis­
tries ). 

6 

Nil. 
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pending f(IT over 3 months . 

!3) /\":J1ic.l'.ions pending without being rlaccd befne 1he lka1,', ' 

1':'1 iin:J fOT Ie", th.\'1 3 ITI'ltlths 

1':.1-1 in 1 for 3-5 m lnth~ 

P~n ling f,n' 6-9 m'lI1ths 

Pen ling for 9 -12 ITInnths 

l'en,ling rOlr 12 months anJ o\,l'r 

6 

296 
(P('n.:ing 
with Ad­
mil1i~tra_ 

tive Mini-
nistTie~.) 

62 

102 

30 

27 

5.8. The above data indicates that, although it is maintained that 
every efforts is being made to give final decision on ar. application 
with'n 90 days of its receipt, during 1971 not a single application 
was disposed of within 90 days, nearly 60 per cent of the cases took 
mor'~ than 6 months while 17 per cent of the cases took more than 
one year for disposal. It also indicates that, although Ministries 
arc required to bring up cases before the Board within H months 
and ::lccording to prescribed every application must, in any cnse, he 
brought up to the Board at the expiry of 2 months from the date 
of receipt of application, all of the 269 applications pending with 
the Ministries as on 1st January, 1972 were pending for varying 
periods exceeding 3 months, roughly 40 per cent for more than 6 
months, Even where the Board had considered the case. final orders 
not issued until 1st January, 1972 in R4 cases, In 31 out of 84 r:<l',,(,S, 

the Board had considered the case on a date earliEr than one month 
while in 24 cases, more than 3 months had already elapsed cfter 
th-::! c('~sideration of the Board, This is when, according the pres­
cribed procedure, the Ministries are required to issue final ordel"'S 
between 6 to 7 days from the date of rece;pt of the minutes of the 
Board. 

5 .... The Committee note that the Foreign Investment Board was 
set up precisely for the purpose of minimising procedural delays 
and expeditious disposal of foreign collaboration cases, that time 
limits have heen laid down for different stages in the disposal of 
applictdions, that there is a procedure wherehy an application must 
he hrought up before the F.r.B. or it" Suh-Committee at the expir~; 
of the period of two months from the date of its receipt. and that 
(~very effort is made to give final decision on an application within 
90 days of its receipt. The Committe(' pre, however, unhappy to 
find that despite all these measures, considerable delays continuf' to 
tl.kc place in the disposal of applications for foreign investm('nt And 
col1rlhorlltion. Of th(' application" fH"110Sl'd of flnring t971. as nUll1~' 
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as 60 pcr cent took more than 6 months for disposal while 40 per cent 
of the cases pending on lat January, 1972 were mOre than six months 
old. The Committee would like Government to reappraise the 
system to find out why and where the delays are taking place ill 
the disposal of these applications and take such remedial measures 
as may be necessary for the disposal of applications in three mo.th~ 
tim(~, including the introduction of an effective system of centralised 
watch being kept over the step by step progress of disposal of appli­
(·ations. : ~ 

,I ~ .... 

Simultaneous consideration of applications for· licence and foreign 
col/.aboration 

5.10. It is stated that in a number of cases, the ij,t~nding investors 
api)ly for a Letter of Intent/Licence and for foreign collaboration in 
the same application. In such cases, normally the applicaton is 
first considered by the Licensing Committee and a Letter of Intent 
is i'ssued subject to the terms of foreign collaboration being arranged 
to the satisfaction qf Government. Thereafter, the foreign collabo­
ration terms are separately considered. This arrangement, the 
Government agree, invol~s considerable time and it is not likely 
that the application can be disposed of within three months. Gov­
ernment, therefore, consider it desirable that in such cases the 
application for the licence and the application for foreign collabora­
tion may be processed simultaneously, though separately. 

5.11. Asked to state the effective steps taken to enforce the new 
pllJcpdur'2 for simultaneous (and not consecutive) pro('essing of 
npplicntions for licence and foreign collaboration, Government have, 
in a subsequent note furnished to the Committee., :;;tatcll that appli­
cations are received by the Licensing Committee and FIB Sections 
simultaneously only in some cases and not in all cases. As soon as 
an application is received by the FIB Secretariat, it is sent to the 
administrative Ministry/Section concern>ed for further processing 
and being put up to the. FIB with their comments. A similar pro­
cedure is followed by the Secretariat of the Licensing Committee. 
To this extent it would be correct to sav that foreign collaboration 
rmd 1 ;censing applicationi'; arc processed simultaneously. An 
approval for entering into foreign collaboration is not issued to the 
party till it has obtained a letter of intent. This procedure is foJIow­
I'd for v'C'ry practical reasons because unless the party has a letter 
d intent in a case whe.re an industri3l licence is required to be 
nhtained under law, the giving of permission to enter into a foreign 
collaboration agreement cannot socrVe any useful purpose. In fact, 
the issu(~ of a letter of intent enables the party to negotiate con­
ftdf'nllv wit.h prospective foreign collaborators, who generally insist 
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on some such proof of Government permission before entering into 
sedom; negotiations. 

5.12. The Committee welcome the idea of simultaneous consi­
deration of licence application by the Licensing Committee and the 
application for foreign collaboration by the Foreign Investment 
Board in cases where the party is ready with both the applications 
and submits them together. The Committee would like Govern­
ml.'1lt to publicise this procedure for general information so that 
l)arlies wishing to take advantage of this procedure may submit 
both the. applications together and avoid the dalay involved ill the 
consecutive processing and consideration of these applications. 

Guidelines for consideration of proposals for fore.ign collaboration 
5.13. Guidelines have been issued under the erstwhile M;n'stry 

of Industrial Development and Company Affairs O.M. No. IP & FC-
5(26)/68 ~at~d the 25th January, 1969 to all the administrative 
Ministries/Departments and other authorit' es concerned for the con­
s 'deration by them of the applications for foreign collaboration. 
A;ked to state whether these have be~n reviewed in the light of 
subsequent decisions taken in individual cases, Government have 
stated that these guidelines are kept under constant review in the 
light of fresh experience gained in examining fon;igr. collaboration 
proposals received from various applicants. It h"\~. however, not 
been found necessary to make any SUbstantial changes in th':! exist­
ing guidelines except in regard to the overall dUratJnn of collabora­
tion agreements. In this case it has been decided thi't royalty pay­
ment shall nomally be restricted to a period of liw! years from the 
date of c('mmencement of production provided tlut t1H~ production 
is not delayed beyond three years. 

5.14. It has been represented to thoz Committee by non-nffic;[ij 
organisation that the guidelines for foreign collaboration issued in 
W6!J "are far from clear and precise", nnd consequently "end IPs',; 
negotiations take place." In this regard, Govemnll'r.t 11'1v(' stated 
that the guidelines issued in January 1969 for official usc on foreign 
collaboration are fairly clear and precise in respect of all bllt OIW 

peint. The guidelines are silent about the r.!xtent of fore;gn invest­
ment that may be permitted in various types of proposals. However, 
information in this regard is known to the authorities concerned 
from the decisions that have been taken by the POI t'ir,n Investment 

Board in various cases. 

!i15. It is further stated that in the Held of manufacturing the 
Government's thinking. especially from 1969 onwards, has increas­
ingly veered to the position that what the country needs is fOl\:!ign 
ted~nology rather than foreign capital and foreign capital need be 
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admitted only if without it the technology may not be forthcoming. 
This hardening of the attitude towards foreign capital is reflected 
in the working principle that normally not more than 40 per cent 
foreign investment is allowed. Cases in which foreign investment 
over 40 per cent but less than 49 per cent is allowed are few and 
far between. Foreign majority approvals are agreed to in rare cases. 
All proposals of investments over 40 per cent are required to be 
approved py the Cabinet Committee. This policy is also followed 
in regard to the proposals of existing units coming up for expansion 
or diversification. Dilution of foreign capital is normally sought to 
be brought about without disinvestment. The Cabinet Committee 
has recently announced certain guidelines for expansion of the 
equity capital base of foreign majority Companies through issue of 
capital confined to Indians only. These guidelines tlow set at rest 
the uncertainty regarding the reduction of non-rf'sident sharehoBing 
in foreign majority companies for which very often protracted dis­
cU·iision need to take place between the foreign companies and the 
Government when the companies approached the latter for expan­
sion/consent for capitalisation of reserves etc. 

5.16. A suggestion was made to the Committee by a non-official 
organisation that for each industry the acceptable terms of collabo­
ration should be prescribed and made widely known 'and a system 
of automatic approval without reference to FIB introduced under 
which wherever the terms of agreement accord with the guidelines, 
the administrative Ministry may give the clearance; only cases of 
departures going before the Board. Dealing with the feasibility of 
this suggestion, Government have stated that the guidelines include 
Jists of industries where foreign ccA'lboration with Or without 
foreign investment will be permitted. The permitted ceilings of 
rates of royalties have also been indicated. Within these ceilings 
the administrative Ministries can approvoe the proposals without 
reference to the Foreign Investment Board. Tn addition, all cases 
of technical know-how fees payable in cash not exceeding 10 per 
~nt of the issued capital, provided the aggregate gross j)ayment 
does not exceed Rs. 5 lakhs per annum in anyone cases, may be 
similarly disposed of without reference to Foreign Investment 
BM~. t 

5.17. The Committee note that J(uidelines have heen issued in 
1969 to the Administrative MinistriesiDepartments for the consi­
deration of applications for foreign col1aboration. They recom· 
mend that suitable public notices may also he issqed for general 
Infonnation so that prospective entrepreneurs know hefore hand 
what type of proposals for foreign collaboration would he ac('ept. 
able to Government. 

580 LS-13. 
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(ii) Clearance regardiTl{/ Import of Capita.l Goods: 

Procedure for CG Cltarance 

5.18. Where a letter on intent is issued to a party subJect to the 
condition that the arrangements for import of plaut and machinery 
would be made to the satisfaction of the Government, the party 
is requested to submit within a period of six months frum the issue 
of the letter of intent an application for import of capital goods. The 
applications are made to Chief Controller of Imports and Exports 
through the Directorate General of Technical Development. For 
applications involving import of capital goods valued more than 
Rs. 7.5 lakhs, the applicants are to follow the 'advertisement pro­
cedure." The following guidelines have been laid down in the 
processing of import applications:-

(i) A maximum time limit of 15 days is allowed to Directorate 
General of Technical Development for acknowledging and 
for preliminary scrutiny of import appllGitions. If any 
queries are to be raised, the same shouid I)e done within 
this time of 15 days. 

(ii) All queries pertaining to the import applications of capital 
goods should be made in one instal men t, and there should 
be no need for periodic preferenCe back ilnd forth. 

(iii) The time allowed for clearance of the applications by the 
DGTD would be a maximum of 45 days. DGTD would 
thereafter send the import applications 'with their com­
mentslrecommendations to the concerned Administrative 
Section in the Ministry. 

(iv) The concerned administrative Section would prepare a 
summary for the Capital Goods CommIttee within 15 days. 

(v) The validity of the Industrial Licence and the conditions 
imposed by the Licensing Committee should be checked 
by the Administrative Section concerned, and not left to 
the Chief Controller of Import and Exports (CCI&E) to 
check. 

(vi) Summaries received are plaoed before the Capital Goods 
Committee which meets every fortnight. 

(vii) After minutes of the Capital Goods Committee meeting 
are finalised, the decision is communicated to the appli­
cant; simultaneously the partyts import applications and 
other connected papers are forwarded to the CCI&E for 
further processing towards issuance of the licences. 
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After the Minutes of the Capital Goods Committee are 
finalised, clearances to the applicants used to be given 
until recently by the administrative Ministry I Section con­
~rned, to whom the Minutes used to be communicated by 
the Capital Goods Committee Section of the Ministry of 
Industrial Development. It was found, in practice, that 
this procedure led to avoidable delay. As a result, this 
secretarial function has recently been taken over by the 
Capital Goods Committee Section in the Ministry of 
Industrial Development, who inform the prlrty as well as 
the concerned Section and the CCI&E of the clearance 
given by the Capital Goods Committee as soon as the 
Minutes are approved. 

(viii) Where import is cleared· against free foreign exchange 
the licence is issued by the CCI&E. Whe~ clearance is 
against any particular credit the licence is issued by the 
CCI&E in accordance with the terms and conditions 
governing such credits. For instance, in respect of certain 
cases, licences can be issued by the CCI&E only after 
approval of the foreign Government is received (e.g. 
clearance of Rs. 18 lakhs and above against UK Credit 
requires approval of British Authorities). Where licence 
is against a foreign exchange loan from Indian Credit 
and Investment Corporation of India Limited (ICICI) or 
Industrial Finance Corporation of India Limited (IFC). 
the import licence is issued after parly obtains a letter 
sanctioning loan by ICICIIIFC. 

The procedure outlined above is applicable where the application 
is for import of capital goods exceeding Rs. 5 lakhs from General 
Currency Area or Rs. 20 lakhs from Rupee Payment Area. Appli­
cations upto Rs. 5 lakhs from General Currency Area or Rs. 20 lakhs 
from Rupee Payment Area are considered by the Capital Goods 
Ad hoc Committee in CCI&E's office which meet.:; every week. CCI&E 
is the Chairman of this Committee. In these small value cases the 
recommendation of the DGTDIDirector of IndustriesiSSI Committee 
are sent directly to the Office of the CCI&E. In the case of applica­
tions from Export Oriented Industries, applications are processed 
by Ministry of Foreign Trade and put up to the Capital Goods 
(Export Oriented Industries) Committee which also meets every fort­
night along with Capital Goods (Main) Committee. 
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Composition of CG Committee 
5.19. The Capital Goods Committee c:Ji.;'l)!stS)(: 

CHAIRMAN 
1. Secretary, Ministry of Industrial Development. 

MEMBERS 

2. Joint Secretary, Ministry of Finance, (Department of 
Economic Affairs). 

3. Joint Secretary, Department' of Company Affair::; 
4. Adviser (Industry) Planning Commission. 
5. Director General, Technical Development. 
6. Chief Controller of Imports & Exports. 
7. Joint Secretary, Ministry of Industrial Development 

incharge of foreign collaboration. 

MEMBER-SECRETARY 
8. Economic Adviser, Ministry of Industrial Development. 

The representatives of the Ministry of Foreign Trade, Ministry of 
Petroleum & Chemicals, Ministry of Agriculture, Ministry of 
Tourism & Civil Aviation, Department of ElectroniC'S, Ministry of 
Steel and Mines etc. are associated with the Committee when Capital 
Goods applications pertaining to the industries with which they 
are concerned are considered. The Secretariat for the Committee is 
provided by the Ministry of Industrial Development. 

Applications disposed of and pending 

5.20. During 1971, a total of 506 applications were cleared by the 
Capital Goods Committee and the Capital Goods (Export Oriented 
Industries) Committee. The applications for import of capital goods 
and heavy electrical plants disposed of by the CCrE direct were 1057 
during 1969-70 and 1740 during 1970-71. The break-up of the 506 

applications disposed of by the two Capital Goods Committees 
according to the time taken in their disposal is as follows: 

-----,--------------- ._----_._---
Less than 2 month~ 

2-4 month~ 
4-6 months 
6-9 monthS 
9-12 months 

Over 12 months 

4 
4S 

126 

94 
94 

Tn 
506 

5.21. As on 1st January, 1972, a total of 234 applications for Capital 
Good clearance received by D.G.T.D. were pending final disposal. 
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The break-up of this figure according to the report of their pendency 
is given below: 

---------- ------
Pending for less than 2 mOnthS 
Pending for 2-4 months 
Pending for 4-6 months 
Pending for 6-9 months 

CG Clearance at the stage oj issue oj letter oj intent 

157 
52 
19 

6 

5.22. It has been suggested to the COIpmittee that examination 
as to the indigenous availability and supply schedules in respect of 
capital goods and raw materials desired to be imported could be done 
at the stage of issue of letter of intent, if complete and exhaustive 
data is really available with the Technical Advisers. Asked how 
far the suggestion was feasible, Government have, in a note furnish­
ed to the Committee stated: 

"This suggestion has been considered several times, but it 
has not been found feasible to implement it for several 
practical reasons. When a party applies for an industrial 
licence, he does not generally have a complete Project 
Report ready, on the basis of which decisions as to require­
ments of Capital Goods can be taken at the time of indus­
trial licensing. The possibility of such decisions being 
taken simultaneously would open up only if all applica­
tions for industrial licences were submitted after detailed 
Project Reports have been got ready, on the basis of which 
the applicants might be in a position to indicate their 
import requirements clearly, so that a judgement :1S to 
their precise import requirements may be taken by Gov­
ernment. But the preparation of such defaiIed Project 
Reports would involve considerable outlay, and parties 
desiring to obtain industrial licences are generally 
reluctant to invest such funds until they are sure of the 
grant of facilities for manufacture by way either of a 
letter of intent or of an industrial licence. Hence, if it is 
insisted that all applications for industrial licences &hould 
be made (only after the detailed capital goods imports 
requirements are known, many applications, particularly 
new entrepreneurs, would fall by the wayside, and there 
may be a slackening of investment interest particularly 
among the newer class of entrepreneurs. Indeed, it is 
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only the very well organised Groups, particularly Larger 
Houses, who may be in a position to invest considerable 
sums of money for preparation of such techno-economic 
feasibility projects or detailed project reports as may be 
necessary, when applying for a manufacturing licence 
under the Industries (Development and Regulation) Act. 
Since it is the policy of Government to encourage newer 
entrepreneurs as far as possible, it is felt that the two 
issues 'Of grant of Industrial Licences and grant of Capital 
Goods import licences need not be combined into one 
process. Much the same effect can be obtained by speed­
ing up the consideration of application for grant of indus. 
trial licences and capital goods import licences and 
through the stream ling of procedures." 

AdveTt~ement Procedure 

5.23. For applications involving import of caiptal goods valued 
at more than Rs. 7.5 lakhs, the applicant have to follow the "Adver­
tisement Procedure". In this regard one of the non-official organi­
sations have, in a memorandum to the Committee, submitted as 
follows:-

"In the sphere of imports .... it is necessary for the applicants 
to advertise their requirements in the Indian Trade Jour­
nal giving 45 days time to indigenous manufacturers or 
theif selling agents to respond to the advertisement if they 
are in a position to meet their requirements. The asso­
ciation would submit that as a main technical body in 
the country-and with the present system of licensing 
and registration-the DGTD should know the range of 
items being manufactured in the country. It should 
therefore be possible for them to clear applications straight­
way and thus save time-without any call for resort to 
public advertisements." 

Dealing with this question, during evidence, the Secretary, Ministry 
of Industrial Development stated that the present procedure was 
followed since the last three years. Under the old procedure, he 
said: 

"DGTD (used to) tell the party that this equipmetnt is avail­
able with parties in Calcutta, Bombay. Madras etc., ask­
ing him to contact them. Then the party will start con­
tacting these parties at these various places like Madras, 
Bombay and Calcutta ........ tt is a well-known fact that 
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sometimes these letters (that they cannot manufacture) 
were issued at a certain price. Also ... there used to be 
a lot of delay because some parties take a long time in 
replying and if they do not reply, the party could not come 
forward wfth this application for import licence. So, 
actually, in that system of working, We found a lot of diffi­
culties. Of course, no system would be fool-proof. So, 
after trying that system for a number of years, we e.dopt­
ed the present system of publication of notice in the paper." 

Spelling out another advantage of the present system to the party 
proposing to set up industrial capacity he said: 

"In the present system, if a party says that he is able to make 
the machinery, even then the party setting up the indus­
try may say that he does not want to accept it for such 
and such technical flaws in the offer that he has made or 
that the offer does not measure upto some specifications 
and so on." 

Besides, according to him: "we have got to indigenise the machine­
building more and more and we have got to take some risks." 

5.24. In a subsequent note furnished to the Committee on this 
point, Government have stated: 

"This suggstion is under consideration, but there are several 
problems and dangers in this regard. In many areas to­
day, indigenous capability for manufacture of equipment 
has developed and yet such capability for fabrication of 
equipment is not sufficient to meet the full requirements 
of the economy. This is particularly true in regard to 
machine tools which are required by almost all manufac­
turing units, the indigenous capability to manufacture and 
supply machine tools today b,eing in aggregative terms, 
roughly half of the total requirement in the economy. 
As a result, if the procedure of advertisement is dispensed 
with, all applicants who may desire to obtain certain 
types of equipment for which produtcion capability exists 
in the country would necessarily have to be apvised by 
the DGTD to obtain their enuipment indigenously. The 
advertisement procedure ensures that when the domestic 
manufacture is unable to quote because his order books 
are full, or when he gives delivery dates which are inordi­
nately prolonged, import facilities are granted depending 
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on the urgency or importance of the project, its contriou­
tion to import saving or export promotion, or to the growth 
of the economy etc. 

There is another reason why dispensing with the advertise­
ment requirement is unlikely to help in practice. The 
number of import applications for capital goods being re­
ceived is so large today that if the advertisement require­
ments were to be dispensed with and if all parties were 
to be required to send their detailed import lists to the 
DGTD (for examinatil?n of whether or not import facili­
ties are to be granted),there would be inordinate delay 
in the disposal of cases rather than expedition in the dis­
posal of cases. As it truns out, the present procedure is 
that the DGTD get copies of offers made by indigenous 
manufacturers to the importers who submit import appli·· 
cations on the basis of offers received, and the DGTD 
thereafter examine in detail only such requirements which 
are in dispute, that is, where there may be an offer from 
indigenous suppliers which may not be acceptable to the 
importer (because of the urgency of his requirement or 
of quality, or specifications, etc.).In short, the DGTD's 
scrutiny is now much more limited than it would have 
to be if the advertisement requirements were to be dis­
pensed with. Since the DGTD cannot keep track of the 
order books position of each manufacturer from time to 
time, it would be impracticable to expect that the DGTD 
would give clearance for import without referring each 
case to the indigenous fabricators to ascertain as to whe­
ther or not they could suply the enuipment indigenously, 
in time. 

It is, therefore, felt that the advertisement requirement is a 
simplification rather than a complication, and that the 
delay of 45 days involved in waiting for indigenous offers 
is something which should be continued. This is also 
necessary tor maximum import substitution in regard to 
which there is yet another angle. Not all requirements 
of capital goods are clearly identifiable as complete equip­
ment. There are many miscellaneous items which can be 
produced on a 'jobbing' basis, which can be done by a 
number of manufacturers having fabrication capacity, in­
cluding small sacle units. The DGTD, in any case, are 
unawa~ of such facilities for 'jobbing' work as well as 
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fabrication capacity in the small scale sector. If the ad­
vertisement requirement is to be done away with, all im­
port lists would have to be screened both by the DGTD 
and the DC (SSI). Furthermore, the DC (SSI) is not 
equipped with the technical staff that the DGTD has, and, 
therefore, the system would not work. In the interest of 
maximum utilisation of indigenous fabrication capacity, 
the advertisement requirement therefore is an extremely 
desirable feature of the present system." 

Delays in the disposal of applications 

5.25. Although, according to the information submitted to the 
Committee, time limits have been laid down for the disposal of 
applications at various stages, the data in respect of cases disposed 
of during 1971 and those pending on 1-1-1972 given in an earlier 
paragraphs shows that in no less than 90 per cent of cases, the 
Capital Goods Clearance took more than 6 months. Of the applica­
tions for CG Clearances received by DGTD and pending fmal dis­
posal nearly one-third were pending for periods ranging from 2 to 
9 months. . ., I I . t 

~ I _ . • - 5.26. The question of delays in disposal of applications for CG 
clearances was raised during evidence. In this regard, the Secre­
tary, Ministry of Industrial Dvelopment stated that he was "too 
painfully conscious" of the fact that "things get held up at various 
levels for various reasons". Replying to another point that the type 
of examination made by the DGTD in such cases was a frustrating 
experience, he said: 

"It is true that the DGTD have to exercise a fairly close scru­
tiny on the necessity for the import. They scrutinise the 
application for import of capital goods from two angles, 
namely the essentiality angle, and the indigenous angle .... 
I would not say that there are not delays either in the 
DGTD or in the Ministry proper. At the asme time, I 
would like you to bear with me when I say that in the 
vest majority of cases there is an attempt on the part ot 
anybody who wants to set up an industry to get as much 
imported equipment as possible .... I would submit that· 
somebody in Government has to exercise his judgment on 
it ... (and) it has to be a technical wing of Government 
which has to exercise that judgment. If you say that our 
people are not fully equipped to exercise it that may be 
a case for making them fully qualified." 
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5.27. ,In regard to, disposal of CG applications in the cases falling 
within his competence, the CCI&E during evidence before the Com­
mittee sUbmitted: 

"We have set a time limit for the disposal of CG applications. 
This scheme operates as a part of our overall scheme of 
control of issue of licences from our office. In the case 
of CG applicati~n the time-limit which we have set is 
two months from the date of the receipt of the complete 
application. I must point out here that much time is lost 
in getting the application completed. In certain cases, 
the application does not contain such rudimentary details 
as the treasury challan receipt No. and so on. This re­
sults in long correspondence which takes time .... In cer­
tain cases the parties refer to certain sources of foreign 
exchange for obtaining capital equipment and they have 
to negotiate with the foreign parties and see if they can 
purchase from those sources. Another reason for delay 
is that very often they are unable to get a favourable 
response from the financing institutions like IFC or ICIel 
.... We review these applications once a week in my office. 
I sit with my various officers who directly licence these 
items and once a week we review these cases. Where we 
find that they are held up in the Ministries, may be in 
certain cases, we see whether we can expedite the cases 
by discussion. Inter-Ministerial discussions are also held 
to resolve these difficulties.... This is the simplified 
method. We sit across the table and the clearance is given. 
I get my financial clearance and I get my DGTD clearance. 
All the basic clearances which are required are given." 

Prepa 'ation of case summary 

5.28. In the context of delays occurring in the disposal of applica­
tions for CG Clearances, Government were asked whether it would 
help in the early disposal of cases if the case summary for the CG 
Committee which is at present being prepared by different admins­
trative Ministries was prepared by the DGTD and the Secretariat 
functions in respect of CG Committee were also exercised by that 
body. In this connection, Government have furnished the follow­
ing note to the Committee: 

"The suggestion regarding preparation of the summary fer the 
CG Committee by the DGTD rather than by the Ad­
ministrative Ministry I Section concerned would have to be 
considered in the light of the following: 
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(i) The DGTD give their comments only on the technical 
aspects of a case and not on any administrative aspects 
of a case. For example. the Licensing Committee may 
haVe imposed certain conditions on a party at the time 
of grant of a Letter of Intept or an Industrial Licence. 
These facts are known to the Administrative Ministry I 
Section but if it is desired that the DGTD should under­
take examination of these aspects of a caSe also, all the 
files and papers in this regard would have to be obtained 

by DGTD from the concerned Administrative Ministry I 
Section before processing the case. 

(ii) The DGTD are required today to give only comments 
on the technical aspects of the application, but if they 
are to process applications and submit them for con­
sideration of the CG Committee they will need sub­
stantial augmentation of Staff. 

It may be added that the suggestion can be implemented 
provided that certain large scale changes are introduced 
in the staffing pattern of the DGTD, and they are also 
given assistance not only to consider the purely technical 
aspects of every application, but also several of the ad­
ministrative aspects with which they are today not 
directly concerned. The suggested procedure would, of 
course, help to cut down on the delays involved in re­
petitive consideration of part of the issues at different 
stages, but this is a point which will require examina­
tion with reference to the additional staffing needs of the 
DGTD. 

In regard to providing secretarial assistance to the CG Com­
mittee, this administrative task can be undertaken by 
anybody, whether it is a section in the Ministry or in 
the DGTD. There are certain advantages in centralis­
ing the secretarial functions related to the work of the 
CG Committee, but these advantages would remain 
wherever the secretarial functions are centralised. The 
only point that may be mentioned in this connection is 
that so far it is the Ministry of Industrial Development 
which has been providing the secretarial assistance to 
the CG Committee, which meets once a fortnight. In 
terms of the work output, specifically in relation to the 
processing of cases through the CG Committee, there 
have been no delays in the disposal of cases at this 
point." 
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5.29. Long delays have been observed by the Committee in the 
disposal of applications for clearance relating to import of capital 
goods also. The Committee have found that, in spite of definite 
time limits fixed for various stages involved in disposal of these 
applications, in no less than 90 per cent of the cases disposed of 
during 1971, the clearance for import of capital goods took more 
th8lD 6 months. The Committee have, in parao; 2.39 and 2.40 of 
their Seventeenth Report (Fourth Lok Sabha) on D.G.T.D., also 
pointed out the delays in the disposal of applications for Capital 
Goods Clearance and have made certain suggestions. The Com­
mittee would here again point out that Capital Goods Clearance 
being Qne of the conditions precedent for the conversion of the let­
ter of intent into an industrial licence, any delay in Capital Goods 
Clearance ultimately affects the time taken in the issue of an indu.s­
trial licence and the actual setting up of the i~dustrial capacity. 
The Committee would, therefore, like Government to review the 
procedures at present being ohserved for different stages involved in 
the consideration and disposal of these cases so as to ensure that 
this clearance is given to the party within two months. The com-

mittee would, in particular, comnwpd for adoption a procedure 
whereby the application must be brought before the Capital Goods 
Committee at the expiry of a certain period whether the comments 
of the administrative or other authorities concerned have been re­
ceived or not, and the introduction of an effedive system of centra­
lised watch being kept over the step by step progress of disposal of 
applicatioDl. 

5.30. The Committee consider that the procedure for simultane­
ous considerati;fti or licence application and the appliCllltion for 
clearance relating to import of capital goods would avoid delay in­
herent in their consecutive processing and consideration. It should, 
however, not be compulsory for all the applicants for the issue of 
an industrial Iincence to submit simultaneously an application for 
the clearance relating to import of capital goods also. The proce­
dure could be observed only in cases where the party is ready with 
both the applications and submits them together. The Committee 
would, therefore, recommend that the procedure for simultaneous 
consideration of licence application and the appJicatidli for clear­
ance relating to import of capital goods at the option of the party 
may be introduced and publicized for general infonDation so that 
the parties wi'1hing to take advantage of the option available under 
this procedure, may submit both the applications together. 
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(iii OTHER CLEARAECES REQUIRED 

Clearance for Issue of Capital 

5.31. A party who is issued a letter of intent is also required to 
obtain a clearance for the issue of capital from the Controller of 
Capital Issues, before the letter of intent can be converted into an 
industrial licence. Approval of the Controller of Capital IsslJes is 
necessary for issue of securities exceeding Rs. 25 lakhs in a year by 
public limited companies. Approval is also necessary for issue ot 
securities by all companies registered under the M.R.T.P. Act and 
for issue of bonus shares by all companies. The approval is given 
either by way of a 'consent' under the Capital Issues Control Act or 
by way of an 'acknowledgement' under the Capital Issues Exemption 
Order, 1969. 

5.32. In the case of companies which have to obtain a consent 
from the Controller, an application in the specified form has to be 
submitted to him with the necessary fee prescribed for each appli­
cation. For obtaining an acknowledgement from the Controller, the 
companies have to submit a statement of their proposals for issue of 
securities to the Controller, but no fee is charged for this filing. The 
stage of clearance under the Capital Issues (Control) Act comes only 
after the scheme of finance is finalised. In those cases which attract 
the provisions of the Monopolies & Restrictive Trade Practices 
Act, this stage arrives after the M.R.T.P. clearance and the foreign 
collaboration clearance, if any, have been obtained by the companies. 
In other cases, the foreign collaboration clearance, if any, becomes 
the basis of finalisation of the scheme of finance in consultation with 
the public financial institutions after which only the clerance is 
given by the Controller of Capital Issues. It is stated that no time 
limit has been fixed for the issue of either the consent or the acknow­
ledgement from the Controller of Capital Issues. 

Time·taken in Capitol Issues Clearance 

5.33. During 1971, 92 clearances (for initial and further j~sue of 
capital and for raising loans) were issued under the Capital Issues 
(Control) Act by the Controller of Capital It;sucs. Time taken in 
disposal of these applications has been as follows: 

_.-._-.----
Less than I month . 
1-2. months 23 

2-4 months 2.1 

4-6 months 12. 

Over 6 months 2. I 

TOTAl. 92 
-..•. _--_.------- --.. ----
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5.34. The main reasons for taking a longer time for giving clear­
ance under the Capital Issues (Control) Act, are indicated below: 

(a) In many a case companies have not furnished all the re­
levant information. 

(b) Companies have to be asked to give further clarification 
to certain information already furnished. 

(c) Companies have to comply with certain formalities such 
as securing approval of general body of the shareholders. 

(d) Companies have put in applications without High Court's 
approval in amalgamation cases. 

(e) Administrative Ministries and Public Financial Institutions 
have to be consulted in some cases in regard to reason­
ableness of the amount proposed to be issued for the new 
expansion projects. scheme of financing etc. 

(f) Companies generally ask for higher premium than is war­
ranted by facts and in such cases further correspondence 
and discussion with them are required so as to determine 
the reasonableness of the quantum of premium. 

(g) Consultation with the Stock Exchange Division and 
Stock Exchanges are some times required in regard to 
the satisfaction of the listing requirements. 

5·35. During evidence before the Committee, the representative 
of the Department of Economic Affairs stated that the procedure 
for examination of applications for Capital Issues was "already 
rationalised and streamlined so as to dispose of the case without any 
undue delay." He also said that guidelines in this regard have been 
framed and also publicised. There was also a pamphlet on the sub­
ject which was being revised. It was also proposed to print the 
guidelines as an appendix to the application form. In regard to the 
delays in the disposal of applications pointed out to him, he said: 

"We have now rationalised our procedure. We have con­
sultations with the financial institutions and dispose of the 
applications after they have been considered by the MRTP 

,Advisory Committee. When they apply, they make an 
application for industrial licensing, they make an applica­
tion under MRTP and they also make an application to 
the Controller. The Controller can given his approval 
only after they have been approved at the licensing and 
MRTP stages, because we have to safeguard the interest 
of the Investing public at large." 
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5.36. The Conunittee note that delays are taking place in the 
issue of clearance for the issue of capital under the Capital Issuetl 
(Control) Act. The Committee have been informed that Govern-
ment propose to print guidelines as an Appendix to the application: 

fonn so that the applicant may furnish complete information in 
the first instdWe. They have also been informed that the proce­
dure has been recently rationalised. The Committee hope that as 
a result of these measures clearance would be fomth.coming in IC* 
sel' time. 

Clearance for issue of foreign exchange 

5.37. It is stated that issue of import licence also implies release 
of foreign exchange, the licencees can approach their Bankers for 
opening letters of· credit. In respect of licences issued against for­
eign exchange loans from Indialn Credit & Investment Corporation 
of India Ltd. and Industrial Finance Corporation of India Ltd., they 
have to approach the concerned institution for opening letters of 
credit. Where licences are issued against "credits", the licencecs 
are to approach the Ministry of Finance (Department of Economic 
Affairs) for letter of authority. For this they have to provide the 
Bank Guarantee. On receipt of letters of authority from the De­
partment of Economic Affairs the parties can approach their Bankers 
for opening letters of credit. 

5.3S. During evidence before the Committee, the representative 
of the Department of Economic Affairs stated that if the application 
for release of foreign exchange was accompained by a bank guar­
antee or where a contract requires the approval of the foreign 
Government concerned, by the Jetter approving the contract, they 
are cleared within one week's time. 

B. Conversion of letter of intent into an Industrial Licence. 

Procedure for conversion of letters of intent into industrial licence 

5.39. As already stated, a letter of intent is issued to a party for 
setting up industrial capacity subject to certain terms and conditions 
and it is only upon the fulfilment of those within due time that it 
is converted into regular industrial licence. It is stated that, 
generally, while converting the letter of intent into an industrial 
licence, approval of the Licensing Committee is not obtained for 
the reason that .... the Licensing Committee has considered the case 
at the time of issue of letter of intent and the conversion of letter 
of intent into industrial licence is done only when the conditions 
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prescribed therein are fulfilled. However, where it is proposed to 
modify any of the conditions under which the Licensing Committee 
approved the proposal, the matter is submitted to the Licensing 
Committee. 

5.40. As soon as the terms and conditions of the letter of intent 
are satisfied, and a letter to this effect is received from the party by 
the Industries Sections concerned, they are required to initiate action 
for issuing the industrial licence which involves preparing the draft 
of Industrial licence for approval, after vertification of the fact of ful­
filment of the conditions prescribed in the letter of intent. In so far 
as Ministries other than the Ministry of Industrial Development ~re 
concerned, the licences are issued under the signature of an Officer of 
Ministry of Industrial Development, because under Rule 15 of the 
Registration and Licensing of Industrial Undertakings Rule, 1952, 
the then Ministry of Industry and Supply has been vested with the 
power of issuing the licences. Copies of the Industrial Licences are 
endorsed to Coordination and Licensing Progress Section (CLP 
Section) and Industrial Licensing Data Unit of the Ministry of 
Industrial DevelopmE¥1t and thus the Ministry of Industrial Deve­
lopment is kept informed of the cases of conversion of letters of 
intent into licences. 

Time taken in converting a letter of intent into licence 

5.41. It is noted that no time-limit has been laid down for the 
disposal of applications for conversion of a letter of intent into an 
industrial licence. Since such an application is made after the party 
has fulfilled all the conditions laid down in the letter of intent, the 
Secretary, Ministry of Industrial Development was asked to 'Suggest 
the time within which such an application should be disposed of by 
the Ministries\Sections concerned. He stated that after the party 
had complied with the conditioni laid down in the letter of intent 
"it sho~ not take us more than two to three weeks to issue a 
licence." Regarding the delays occurring at this stage, he said: 

'. "r would concede that it is a failure on our part or we are not 
able to verify that the conditions have been complied with 
.... I would look to it in my Ministry and then I. will write 
to my colleagues in other Ministries and ask them to take 
steps so that no delay occurs." 

5.42. The Committee recommend that instructions should be 
issued to all concerned that when an application for conversion of 
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a letter of intent into an industrial licence is received after com­
plying with the conditions presc:ribed, the party should be issued 
the licence, or informed of the reasons why it cannot be issued, 

within a period of not more than three weeks of the receipt of the 
application. The Committee aiso recommend that aU applications 
for conversion of a letter of intent into an industrial licence should 
be routed centrally through the Ministry of Industrial Development 
who should be responsible for progressing of such applications and 
for strict observance by the administrative MinistriesjSectiOiU; of 
the time limit laid down. 

C. Revocation of Licence 

Revocation or surrender of Letters of Intent 

5.43. It is stated that a letter of intent automatically lapses if, 
within a period of six months, applicationslproposals relating to the 
conditions mentioned therein are not submitted or if, within a period 
of one year from the date of issue of the letter of intent, an indus­
trial licence is not issued to the applicant unless the period of vali­
dity of the letter of intent is, in the meanwhile, extended by Govern-. 
ment on an application to be made by the applicant before the ex­
piry of the said period of one year. It has been intimated by the 
Ministry that the information about Letters of Intent revoked or 
surrendered is not being maintained by Government. 

Revalidation of Letters of Intent 

5.44. It has been represented to the Committee that "revalidation 
of letter of intent is a prolonged process and the delay in this behalf 
affects the clearance of import licences." In this regard, Govern­
ment have stated that the revalidation of letters of intent is done 
by the Ministry concerned in consultation with the DGTD or other 
technical authority in case of non-key industries. In respect of 
key-industries such cases are sent up to the Licensing Committee for 
consideration. In cases of non-key industries also, the requests for 
extension after one extension has been granted already are also put 
up to the Licensing Committee. At the early stages, extension is 
quite liberally granted for letters of intent. No time limit appears 
to have been fixed but it is stated that such cases "usually do not 
take long". No centralised record is maintained exclusively for 
watching the disposal of such applications. 

5.45. According to the existing procedure, if the Ministry I Section 
-concerned decides to reject an application for extension of the 
validity period of a letter of intent, the case need not be brought 

580 LS-14. 
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before the Licensing Committee. In regard to the remedy available 
to a party in such cases, the Secretary, Ministry of Industrial De­
velopment, during evidence, stated: 

"Where we reject an application for extending the validity 
of a letter of intent, the cases do not have to be brought 
before the Licensing Committee. In such cases, he has 
to make a representation to Government pressing the re­
asons why he could not implement the letter of intent 
within time and say on these grounds he deserves exten­
sion. Show-cause notice is generally not issued in these 
cases." 

*In a subsequent written reply on this point, Government have 
stated: 

"The party can certainly represent against an order of rejec­
tion; a show-cause notice is expected to be issued and the 
reasons of rejection are expected to be communicated to 
the parties. " 

5.46. The Committee recommend that all applications for the re­
validation of letters of intent should be routed centrally through the 
Ministry of Industrial Development. Copies of communications by 
administrative Ministries etc. to parties informing them of the final 
decision of Government 0IIl such applications and indicating the rea­

sons in case of rejection, should also be endorsed to the Ministry 
of Industrial Development. The Committee also recommE!nd that 
the Ministry of Industrial Development should issue instructions 
to all concerned as regards the time limits to be observed for the 
disposal of such applica,tions both where the Ministries are empo­
wered to finally take a decision on the application as also for the 
disposal of cases which are required to be brought before the Li­
censing Committee, and keep a strict watch on its observance. 

Revocation of Licence 

5.47. An industrial licence is issued subject to certain additional 
conditions. One of the conditions specifiea in the industrial licence 
is that "Effective Steps" as defined in the Rule 2 (ii) of the Registra­
tion and Licensing of Industrial Undertakings (RLIU) Rules, 1952 
shall be taken for the establishment of the new capacity licensed 
~----------------------- ... ----

• At the time of factual verification the MiniStry oflndustrial Development have stated 
that the reply of Government that the parties are issued show-cauSe noticeS and are 
informed of the reaSOIlS of rejection is with reference to applications for industria J' 
licences and not for extension of period of validity c( fetterS of intent. 
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"within a period of six months from the date of issue of the licence". 
The "Effective Steps" have been defined in the RLIU Rules, 1952 as 
"one or more of the following:-

(a) that 60 per cent or more of the capital isued for an indus­
trial undertaking which is a public company within the 
meaning of the Indian 'Companies Act, 1913 (VII of 1913) 
has been paid up; 

(b) that a substantial part of the factory building has beeu 
constructed; 

(c) that a firm order has been placed for a substantial part 
of the plant and machinery required for the undertaking." 

Another condition laid down in the licence is that the new capacity 
licensed shall be established "within a period of twelve months from 
the date of issue of the licence". Industrial Licences are revoked 
by the Government if the licensees, without reasonable cause, fail to 
take effective steps for the implementation of the licences within 
the time specified therefor. 

5.48. Rule 19 of the RLIU Rules, 1952 provides for the submission 
of a return in the prescribed Form "G" on the expiry of the period 
allowed for taking "Effective Steps" showing the progress made in 
taking such steps. After "Effective Steps" have been taken, the "G" 
Return is required to be submitted by the party biannually "till such 
time as the industrial undertaking commences production". It is 
stated that these returns are received in the administrative Section I 
Ministry concerned arid are also sent to the DGTD or other technical 
authority concerned. The progress reported in this form it is sta­
ted. enables the administrative Section/Ministry concerned to judge 
in consultation with the DGTD whether the party has taken the 
steps indicated within the time provided and if not, what action 
may be taken in the matter. It is further stated that if the imple­
mentation of the licence is for some valid reason not possible within 
the prescribed time limit, the entrepreneur is required to. obtain 
extension of its validity period. While first extension can be grant­
ed without reference to the Licensing Committee in respect \Jf non­
key industries, subsequent extensions are allowed after obtaining 
the aproval of that Committee. 

Opporunity of being heard before revocation 
5.49. Section 12(1) of the Industries (Development and Regula­

tion) Act read with Rule 17 of the RLIU Rules provides for revoca­
tion of licences and for an opportunity being given to the licencee 
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to state his case before such an action can be taken. The procedure 
observed at present for revocation of licences is that the Adminis­
trative Section/Ministry concerned finds out in consultation with 
the DGTD, from the information contained in the returns in form 'G' 
furnished by the licensee and such other information as might be­
come available, whether the party has taken the steps indicated 
in the licence within the stipulated period of time and if this has 
not been done the reasons for it. If it is found that the licensee 
has failed to take the required steps in time for no valid reasons 
whatsoever, a notice is issued to him for showing cause why his 
licence may not be revoked for non-fulfilment of conditions in due 
time without any valid reasons. The reply received from the licen­
see is given due consideration and the Ministry's recommendation 
in the matter is thereafter placed before the Licensing Committee. 
The recommendations of the Licensing Committee are subject to the 
approval of the Minister of Industrial Development. It is stated 
that there is no system of appeals against the orders of the Minister 
of Industrial Development. 

Watch on implementation of licences 

5.50. During the period 1968 to 1971, excluding those for Carry­
ing-on-Business and Shifting, a total number of 1938 letters of in­
tent were issued. Government were asked to indicate how many of 
these were actually converted into an industrial licence. But, the 
inforamtion that Government have been able to furnish to the 
Committee is the number of industrial licences issued during this 
period and these, excluding Carrying-an-Business licences and those 
for Shifting, totalled 946. Government also do not have a centrally 
maintained data as to the numb€r of licences issued but not imple­
mented within a pedod of twelve months from the date of issue of 
licence. 

5.51. Government have stated that at present the setting up of 
industr;es is being looked after by administrative Ministries/Sec­
tions concerned and "on the basis of the progress reports and pro­
duction returns that are received by them" they are expected to 
keep track of cases concerning them, through the teachnical autho­
rities concerned. "For the future", it is stated, "Government are con­
sidering the desirability of setting up a central record agency which 
will watch the progress of licence application upto the implementa­
tion stage." 

Licences Revoked or Surrendered 

.5.52. The aggregate number of industrial licences revoked or 
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surrendered during the period 1961-1971 has been indicated to the 
Committee as follows:-

Revoked Surrendered Total 
*1961 . 325 

*1962 232 

*1963 131 

*1964 121 

*1965 43 

-1966 17 

1967 . 199 

1968 129 80 209 

1969 .. 124 29 IS3 

1970 . 39 21 60 

1971 (uptO Is-n-7!) 26 S 31 

5.53. The Committee note that at present no centralised record is 
being maintained on the implementation of the industrial licences 
issued and it is left to the administrative Ministries etc. to see that 
the party takes 'effective steps' for setting up the licensed capacity 
in six months time and actually sets up the capacity within 12 
months of the issue of the licence. The first extension, limit of 
which is not clearly specified, can also be granted in certain cases 

by the administrative Ministries etc. without reference to the Li­
censing Committee. In the absence of a centralised record, GoV'­
ernment have not been able to fumish data on the implementation 
of licences issued. The Committee are, therefore, unable to assess 

the progress made in the implementation of the licences or to Sl'e 

as to what extent the non-implementation is on account of reasons 
that are genuine. Since what is of substance is the actual setting 
up of the industrial capacity and not the issue of an industrial. 
licence, the Committee recommend that Governm-mt should expe­
dite the setting up of centra.} agency, already under their considera­
tion, which should not only maintain a record, but also keep a strict 
watch and actively progress the licence applications from the time 

of their receipt to the stage of actual setting up of the capaeities 
licensed for. 

--------------------.---------------------------- -------
*Inform1tion from 1961 to 1966 not available with Government. These fijrUres haYe 

be~n taken from the records of the Indu~trial LicenSing Policy Inquiry Committee (Dutt 
::>ommittee) (1969). ..J 
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S.M. The Committee also recommend that all applications for 
revalidation of industrial licences should be routed centrally 
through the Ministry of industrial Development ~nd cop.ies of com­
munications to parties indicating the final decision on those appli­
cations should also be endersed to that Ministry. The Ministry of 
Industrial Development should also issue instructions to all con­
cerned as regards the time limits to be observed for disposal of 
such applications and keep a strict watch on its observance. 

5.55. The Committee would suggest that the instructions to the 
administrative Ministries in regard to the procedures and time limits 

to be observed by them in regard to disposal of applications at va­
rious stages in the industrial licensing process should be issued after 
approval of the Cabinet Committee on Economic Coordination and 
there should be a system of periodically reportmg to the Cabinet 
Committee on Economic Coordination cases of delay in disposal be­
yond a certain period. 

D. Appeal and Review 

Procedure of appeal 

5.56. The Secretary, Ministry of Industrial Development was 
during evidence asked to state whether there was any scope for appeal 
by the aggrieved party in case an application for issue of a letter of 
intent/licence was rejected or if a letter of intent was not re,validated 
or if a licence was revoked or against any other decision relating to 
licence application. In reply, he stated that in the case of revocation 
of a licence, a show cause notice was issued to the party and the 
party's reply thereto was considered before a final decision was 
taken in the, case. Thus, an opportunity to represent against the 
proposal for revocation was given. In a subsequent written reply it 
is stated that the party is given a chance to represent his case also 
before the application for issue of letter of intent is finally rejected. 
The reasons for rejection are conveyed to the party and the represen­
tation, it any, received is duly considered in consultation with the 
technical authority and the Ministry or SectiOfIl concerned and a final 
view taken in the matter. During evidence, the Secretary, Ministry 
of Industrial Development, however, also pointed out: "Apart from 
that, althrough no procedure for appeal is laid down, the ·Reviewing 
Eub-Committee looks into these cases. If a particular licence is to be 

.Reviewing Sub-Committee of the Central AdviSOry Council has been dealt with in 
earlier paragraphs. 
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revoked or to be refused, the case has to be placed before the Re-
viewing Sub-Committee and .if the Committee finds that it is wrong 
to revoke the licence, then we have to consider it." 

5.57. In reply to the question whether a procedure could be de­
vised whereby an appeal against the decisions relating to industrial 
licensing would lie with the Chairman of the Licensing Committee, 
the Secretary, Ministry of Industrial Development stated: 

''the Chairman of the Licensing Committee presides over the 
meeting of the Licensing Committee in which the decision 
is taken. But apart from that the recommendations of the 
Licensing Committee are also submitted to the Minister of 
Industrial Development and the. orders of the Minister are 
taken. The Licensing Committee is only a recommending 
body; its recommendations are certainly given due consi­
deration by the Minister when he is passing final orders. 
But ultimately the Licensing Committee is only a recom­
mending body. May be there is a case on which the 
Licensing Committee recommended but the Minister did 
not agree to it and the Minister might have said that the 
licence should not be given for some reason or other. After 
that, if it has to go to an appellate authority-when the 
Minister has already appro,ved the minutes of the Licensing 
Committee-then I feel it may not be proper." 

Asked whether it could be possible. for the Minister to hear the appeal 
and whether a provision could be made to that effect, he said: 

"when the party submits a representation, it is usually submit­
ted to the Minister because final decision on the Licensing 
Committee's recommendation is taken at the Minister's 
level. 

Asked where could, in the case, the appeal proE,erly lie, he said: 

ClI personally doubt very much .... (the need for) a proper ap­
peal procedure .... when there is a Re.viewing body which 
is presided over by a non-official; that Reviewing body can 
take up the case and if that body thinks that there are no 
reasons why the licence should not be granted to the party, 
it can make a recommendation and it has to be considered 
by us." 
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He further stated: 

"the issue of licence is, as far as I can see, a sort of something­
like an exercise of the executive authority of the Govern­
ment and in this, the procedure of appeal as such will be 
very difficult to implement, because several decisions are 
taken at different levels. For example, most decisions not 
relating to larger houses and foreign majority companies 
are taken at the Minister's level. Decisions involving 
M.R.T.P. Act Or foreign majority companies or larger­
houses are taken at the level of the Cabinet Committee .... 
To have an appellate jurisdiction in all cases where licences 
have been refused, would mean that you are creating a 
machinery for reviewing the cases which may have been 
considered at the Cabinet level. In my view, licensing is­
a sort of an executive, authority of' the Government." 

5.58. The Committee note that at present if it is proposed to 
reject an application for issue of letter of intent\industrial licence 
or to revoke a licence already issued, the party is attoroed an op­

portunity to represent his case before final decision is taken. They 
also note that no system of appeal has been provided for as the 
decisions in the matter of industrial licensing are in the nature of 
executive decisions taken at the highest level and there is a Re­
viewing Sub· Committee consisting of nO/D-ofticials which has the 
power to review all licences issued, refused, varied, amended or 
revoked from time to time. The Committee have earlier in this 
report already recommended giving adequate publicity to the exis­
tence and role of this not so widely known non-official body. At 
this stage they would only recommend that if it is proposed to 
take an adverse decisioo at any stage of industrial licensing 
process, in order to reassure the party that the decision is fair and 
impartial, a show cause notice should invariably be issued to the 
party and a final view in the matter taken after due consideration 
of the representation received, if any, at the highest level. 
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CHAPTER VI 

MISCELLANEOUS 

A. tlCarrying-on-Business" Licences 

6.1. Between 1966 and 1968, Government had exempted certaiIJI 
industries from the purview of the. licensing provisions of the Indus­
tries (Development and Regulation) Act. Accordingly an entrepre-­
neur did not require an industrial licence for getting up a new under­
taking, Or for expansion or diversification of production in an existing 
undertaking, etc., if it fell within the delicensed zone. Under this 
relaxation, a number of new and additional industri·al capacities were­
set up. With the announcement of the. new Licensing Policy in Feb­
ruary, 1970 which envisaged a different scheme of exemptions from 
the licensing provisions of the Industries (Development and Regula­
tion) Act, Government simultaneously withdrew the earlier exemp­
tions and directed the industrial undertakings carrying on business 
without a licence under the earlier exemptions, to obtain an indus­
trial licence bY'a certain date. These industrial licences have come 
to be known as "Carrying-on-Business" Licences (COB Licences). 

Procedu.re for issue of COB licences 

6.2. It is stated that, normally, applications for the issue of COB 
licences do not have to go to the Licensing Committee and that these 
are considered and decided by the administrative Ministry jSection 
concerned in consultation with the technical adviser, "as far as pos­
sible within a period of 60 days." However, if the application for 
such a licence is from a Larger Industrial House or a foreign majo­
rity company or from i8 dominant undertaking, it has to be brought 
up to the Licensing Committee and in their case the procedure fol­
lowed is similar to the procedure for other applications, that is, for 
New Undertaking, New Article or Substantial expansion. Another 
condition laid down in cases of these categories of entrepreneurs is 
that the application should be supported by the State Government 
and the Technical Adviser. Asked to state whether a more simpli­
fied procedure for the iSSUe of COB licences could be evolved in 

c. 201 
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view of the fact that in such cases it is expected that the entrepre­
neur had already invested resources and that undertaking was al­
ready a going concern, Government have stated: "There is no parti­
cular need to evolve a different method for this purpose especially 
since such applications do require deeper consideration." 

6.3. Amplifying the procedure observed in considering the appli­
cations for COB licences, the Secretary, Ministry of Industrial Deve­
lopment during evidence before the Committee stated that in such 
cases it had to be, verified whether 'Effective Steps', as defined in 
Rule 2(ii) of the Registration and Licensing of Industrial Undertak­
ings Rules, 1952, for setting up the capacity licenced for "had been 
taken by the prescribed date, 18th February, 1970". Anybody who 
had taken the effective steps to set up the capacity, could be granted 
a C.O.B. licence even if the applicant was a larger house, he said. 

Delays in issue of licences 

6.4. The position in regard to the issue of COB licences is indic,at­
,ed as below: 

-----------------------
(a) Licences Issued 

1970 123 
InI ~9 

TOTAL 432 

(b) Applications rejected uptO 31-12-1971 317 

(c) Applicatios pending as on 1-1-1972 417 

Break-up aCCording to period of pendency for-
for over 18 months 66 
for 12-18 monthS 153 
for 9-12 monthS 47 

6.5: Government have stated that COB licence applications are 
-decided, as far as possible, within 60 days of their receipt. The above 
data, however, shows that, of the applications for issue of COB 
licences pending as on 1st January, 1972, more than 50 per cent were 
pending for over one year. 

6.6. The fact that delays in the disposal of applications for Car­
rying-an-Business licences are common, not only in the case of Larger 
Houses and foreign companies which have to be brought before the 
Licensing Committee but also in ordinary cases, is borne out by a 
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'Study of two such cases randomly selected. The data furnishe.d in 
respect of these cases inter alia indicates: 

Date of receipt of application in CLP Section of Ministry 
of Industrial Development. 

Date of receipt of caSe in the cOncerned Section of the 
Ministry of Industrial Development. 

Date on which considered by LicenSing Committee 

Date of circulation of Minutes of Licensing Committee 

Date of issue of COB licence 

Total Time taken in issue oflicencc 

CaSe I 

16-5-1970 

25-5- 1970 

Case II 

6-6-1970 

19-6- 1970 

23-II-1970 Not placed 
before Li­

censing 
Committee. 

7-1- 1971 

23-2-1971 12-5-1971 
(part only 

23-4- 1971 

II months II months 
8 days. 7 days. 

6.7. The question of delays occuring in the issue of C.O.B. licences 
was raise.d during evidence. The Secretary, Ministry of Industrial 
Development said that he "frankly admitted" the delays, "particu­
larly because of some complications in regard to l,arger houses." He 
added: I ; it :",J!llllll~ 

"The main difficulty is this. Most people have applied for this 
licence and claim they have set up more capacity than 
was actually set up for which they have taken effective 
steps. This is natural when a person has an opportunity 
to get a licence saying that this was delicensed (and) he 
knows, particularly in the case of the larger houses, that 
later on he will not get licence for this commodity because 
of the disability imposed on larger houses and foreign 
majority companies .... The verification of the exact capa­
city in many cases has taken considerable time. I think 
that we should be able to dispose of most of the remain­
ing cases in six months or so because much of the process 
of verification has already taken place. Where a new ap­
plication is submitted it is a little easier for us to take a 
decision." 

In a subsequent written reply to a question in regard to delays in 
disposal of these applications, Government have emphasised the 
"need for careful scrutiny of each application" which, according to 
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them, "involves, inter alia examination of the contracts (if any) 
entered into, and order (if any placed, by the applicants on sup­
pliers of plant and machinery, along with relevant documentary 
evidence, including bank vouchers, adduced by them in support of 
their claim, and in several cases, an on-the-spot verification of the 
plant and machinery for assessing the correct capacity to be licens;.. 
ed." 

6.S. It was pointed out to the Secretary, Ministry of Industrial De­
velopment during evidence, that a period of six months during which 
he proposed to clear all the pending C.O.B. licence ,applications was 
too long, particularly in view of the. fact that without such licence, 
the parties would not be able to get allocatiops for scarce raw mate­
rials imported as well as indigenous. He thereupon said: "we shall 
try to.speed them up further and finish them in about four months." 

6.9. The Committee observe that long delays are taking place 
in the disposal of applications for issue of Carryin:g-on-Business 
Licences in respect of industrial undertakings which have been 
brought under licence under the new industrial licensing policy 
announced in February, 1970 and that more than half of the 417 
applications pending on 1-1-1972 were pen~g for over one year. 

Since without a COB licence the existing undertakings cannot get 
allocations and quotas of scarce raw materials as also import 
licences, it is necessary that applications for such licences are dis­
posed of quickly, at least within the time-limit of 60 days pres­
cribed therefor. The Committee note the assurance given to them 
that Government would try to speed up the clearance of these 
applications and try to dispose of all the pending applications in 
about four months time i.e. by about the end of April this yeart 

and hope that the industry will no long have any cause for com­
plaint in this regard. 

B. Registration of Industrial Undertakings 

Procedure for Registration 

6.10. Ministry of Industrial Development have, in a Press Note 
issued on the 20th May, 1970, notified that the Industrial Units not 
required to obtain an industrial licence under the new licensing 
policy announced by Government in February, 1970 are required to 
register themselves with the D.G.T.D. or any other technical autho­
rity conceOled. The Small Scale Units not required to take out an 
industrial licence are, however, to register themselves with the ap­
propriate State Directors of Indusrties and with the Development 
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Commissioner, Small Scale Industries. For this purpose the appli­
cant unit has to submit an application on a prescribed proforma to 
the concerned Central Government techpical authrity. The appli­
cation for re.gistration is required to be made at the time when the 
applicant firm places orders for machinery etc., or otherwise takes 
preliminary steps for setting up the industri.al unit. The D.G.T.D. 
etc. are required to take it on record expeditiously and communicate 
the registration number to the party. If the party requires a licence, 
he would be told so. After the unit actually commences production, 
it is required to send further intimation to the Central Government 
technical authority concerned on another form prescribed for the 
purpose. After commencement of production, m~nthly production 
returns have to be submitted to the technical authority concerned. 
The Registration Number assigned to the unit has to be quoted on 
all applications for import of capital goods or raw materials/compon­
ents or foreign collaboration. The. registration does not i.nvolve pay­
ment of any fee. 

Aim of Registration 

6.11. Spelling out the aim of Registration of these units the Press 
Note states: ' . 

"In future, the registration of industrial units with the. central 
technical authorities will, as a rule, be automatic and is 
intended mainly for statistical purposes. The purpose of 
these procedures is to organise the flow of adequate statis­
tical information, necessary for Government as well as for 
entrepreneurs themselves, for taking decisions relevant to 
investment and industrial growth." 

It is also made clear that registration with the D.G.T.D. etc. will not 
imply any commitment on the part of Government for rele.ase of 
foreign exchange either for import of capital goods or for raw mate­
rials and components or for providing any other facility to the ap­
plicant firm. Nor will registration necessarily imply the acceptance 
or recognition by Government of any of the facts stated in the ap­
plicatiq,n. 

Decentralisation and simplification 

6.12. During on-the-spot study tours of the Committee a sugges­
tion was made by the Director of Industries of one of the States that 
in view of the fact that registration of' units not required to take out 
a licence was automatic and intended for statistical purposes only 
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and +n order to simplify matters further, this function might be en­
trusted to the State Directors of Industries who could be required to 
furnish the requisite data to Central technical authorities periodical­
ly or as and when desired. Pointing out the difficulty in this regard. 
Government have stated: 

"We do not stop at mere registration. In pr,actice, the regis­
tered party frequently approaches for the allotment of 
raw material or for the import of capital goods and raw 
material and for foreign collaboration. Since a considera­
tion of these matters is made at the level of the Govern­
ment of India it would be better if the registration is also 
done at the level of the Government of India." 

6.13. Government were also asked to state whether it was not pos­
sible to call for 'Production Returns' six-monthly or at best quarter­
ly, instead of every month. They have stated that submissi~n of 
returns on a monthly basis is required not only for maintaining grasp 
over the activities of the party but also for ensuring better and up­
to-date statistics which is the main purpose of registration. Gov­
ernment, however, agree that this suggestion ca;n be examined. 

6.14. The declared aim of registration of units not required to 
take out an industrial licence under the Industrial Licensing Policy 
in force is only to organise the flow of adequate statistical infor­
mation necessary for Government as well as for entrepreneurs in 
taking decisions relevant to investment and industrial growth. The 
Committee, therefore, recommend that Government should see 
that in the case of such industrial units, the returns required to be 
submitted are kept to the minimum necessary for statistical pur­
poses. The Committee would, in particular, like Government to 
examine whether it would serve the purpose jf the registered units 
already in production are required to furnish to the central teeh­
nical authorities concerned 'production returns' on a six-monthly 
or quarterly basis, instead of every month. 

C. Public Relations 

Organisation for answering inquiries 

6.15. It has been represented to the Committee that the existing 
arrangements for explaining and giving c1arificatiops on licensing 
policy and. procedures and for giving information in regard to the 
pending applications to the Parties are not adequate. In this re­
gard it is stated that a well-knit organisatiQIl has already been estab­
lised under a full time officer to look after public relations and-
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grievances. This organisation has been in existence since July, 1966' 
and the officer-in-charge of this unit has been assigned the function 
nf repdering advice and clarifications to members of the public on 
all general matters and policy and procedures relating to:-

(i) Industries (Development and Regulation) Act, 1951. 

(ii) Registroation and Licensing of Industrial Undertakings 
Rules, 1952. 

(iii) Foreign Collaboration and all other connected and allied 
matters. 

In addition, the same officer receives public complaints regarding 
delays, wrong decisions etc. in the Ministry of Industrial Develop­
ment. 

6.16. Under the charge of this officer a special unit has been set 
up at Gate No. 13 in Udyog Bhavan, to provide facilities to the pub­
lic who wish to meet the officers of the Mipistry of Industrial Deve­
lopment or who wish to know about procedures and regulations con­
cerning industrial licensing. All the visitors are advised to contact 
the Public Relations and Complaints Officer in the first place. The 
visitors who daily call on the PR & CO fall under the following cate­
gories:-

(i) People seeking advice on matters like how to make appli­
cations in respect of new projects/substantial expansion/ 
new articles/carrying-on-business licences/shifting, in the 
light of the existing industrial licensing policy. 

(ii) Visitors seeking clarifications on the various Press Notes 
issued a,fter February, 1970 when the major industrial 
licensing policy changes were announced. 

(iii) Visitors purely asking for copies of various Press Notes 
,and Notifications concerning the industrial licensing 
policy /foreign collaboratiop.. 

(iv) Visitors seeking the help of the PR & CO to find out the' 
position of their pending applications/cases in this Minis­
try. 

(v) Visitors with written complaints about undue delay of 
their cases in the Ministry. 

The P.R. & C.O. explains to them the implications of the existing 
procedures and industrial licences and furnishes them with copies 
of the Press Notes in support of the advice tendered by him. rIll 
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respect of procedures for making applications, the visitors are not 
-only advised and guided properly but they are also being supplied 
with specimen copies of the concerned forms as also the various an­
nexures which call for additional information etc. from the applica,nts 
in the light of the revised licensing policy. There are a number of 
visitors who approach the P.R. & C.O. with prepared applications 
and seek his guidance and advice before they submit their applica­
tions as well as various representations to the Ministry in regard to 
their cases.- The P.R. & C.O. after scrutiny helps them in finalising 
their applications/representations in the light of the latest instruc­
tions and orders on the particular subject. 

6.17. Facilities are provided in the P.R. & C.O. unit for finding out 
the position regarding pending cases/applications for industrial 
licences, foreign collaboration, and other connected matters. The 
detailed procedures for dealing with the enquiries that are made by 
the applicants and other persons has been laid down. The prescribed 
procedure and the instructions to all the Sections in the Ministry 
take care of all the enquiries from the Public entrepreneurs about 
the position and progress of their cases. Suitable remedial measures 
are also taken to the extent possible by the P.R. & C.O· to eliminate 
avoidable delays on the one hand .and to clarify the positiOOl to the 
parties where certain unavoidable delays had occurred on the other. 
This set up has, it is stated, proved its usefulness in reducing con­
siderably the burden, which, otherwise, would have fallen on the 
various senior officers of the Ministry in meeting the stream of visi­
tors and public demapding enlightment of various policy announce­
ments and notifications frequently published since February, 1970. 

6.18. The Committee emphasise that the Public Relations and 
Complaints Cell of the Ministry of Industrial Development should 
be manned by experienced and knowledgeable persons well versed 
in the industrial licensing system and Government's latest policy 
on various aspects of it, so that the Cell could really be of help to 
parties who choose to seek its advice in these matters. The Com­
mittee also suggest that this Cell should be integrated with the 

Central Record Agency recommended by them earlier in the 
report so that information in regard to the progress of a licence 
application is readily available, through it, to the applicants. 
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CONCLUSION 

7.1. Industrial Licensing under the Industries Development and 
Regulation Act, 1952 is the instrument by wh~ch Govern,ment, at the 
initial stage of setting up of industrial capacities, control t~le develop­
ment and regulation of a number of important industries in pursuit 
of certain economic and social ob-jectives eJ;luncia~ed in t1;le Indl,lStrial 
Policy Resolution of 1956 which itself deriv~s its iWipirati<?n ,f.rom the 
Directive Principles of State Policy enshrined in the C,onstllution. 
The main objective of course is the accelerated rate <;>f ec<;>nomic 
growth and speeding up of industrialisation of the country but it has 
to be harmonised with cert9.in complementary objectives such as 
prevention of undue concentration of wealth in a few hands, reduc­
tion of disparities in the level of development in different regions, and 
protection and encouragement to cottage and village industries 
small scale industries and industrial cooperatives. etc. 

7.2. The Industrial Licensing Policy of tlW qoyernqlent ,has in the 
past been changing rather fl;,equently. This has an -unsettling effect 
,on industry. The Industrial Licensing Policy and Procedures should 
generally hold good for ,a reasonaq1.y long t~e, say, a minimum of 
5 years coinciding with the Five Year Plan, so that the industry can 
have a span of assured development along predetermined lines for 
sustained growth of production. Government should, therefore. for­
mulate and announce the Licensing Policy far tile Fifth Plan period 
well before the commencement of the Plan so as to attract most 
competitive applications for issue of industrial licences on merit. 

7.3. The problem of concentration of economic power in 3 few 
hands came to the fore with the submission of Reports of the Hazari 
Committee in 1966 and of the Dutt Committee in 1969 which had, Dn 
the basis of data collected by them, found that the Industrial Licens­
ing Policy and Procedures were being taken advantage of mostly by 
the established industrial houses who had better resources, technical 
know-how and entrepreneurial skill. Government therefore 
announced a new Industrial Licensing Policy in FebruarY,·1970.·This 
Policy aims at accelerating the pace of industrial development ·but, 
at the same time. seeks to avoid concentration of economic power. 
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7.4. The area of exemptions from the licensing provisions of the 
Industries Act has been expanded under the new policy, but no 
exemptions are available to what are described as Larger Industrial 
Houses, Foreign Companies nnd Monopoly Houses and they have 
to obtain a licence as required under the Industries Act in all cases. 
The exemptions are on the basis of monetary value of fixed asset.s of 
lDldertaldngs. As the monetary value of fixed assets is related to 
varying cost and price structure, there is need for a review of these 
Bmits of exemptions from time to time, say after an interval of three 
years. In order not to discourage entrepreneurs from putting up 
housing colonies for industrial workers, the suggestion for excluding 
the value of Housing ColQllies for workers for the purpose of exemp­
tion from licensing, is commended for the consideration of 
Government. 

7.5. With the new Licensing Policy, a list of Core Industries consti­
tuting the basic, strategic and critical sectors of economic develop­
ment was announced and it was decided that in respect of these in­
dustries, detailed industry Plans would be prepared and essential in­
puts provided on a priority basis. It was intended that Industrial 
Licensing in the Core Industries would be used as a positive instru­
ment for development and achievement of the detailed production 
Plans drawn up for each at these industries. The Planning Commis­
sion was entrusted with the responsibility of drawing up detailed 
industry Plans for each of these industries for the period of the 
Fourth Plan. but keeping in view the projections for the Fifth Plan. 
The Planning Commission are, hQwever, still at the stage of setting 
up a suitable machinery for undertaking the task systematically and 
meanWhile industrial licensing in these industries continues to be 
based on indicative targets laid down in the plan doCument itself. 
The Planning Commission sbouldapply themselves seriously to the 
task and try to complete this WQI'k well before March, 1973-the 
target fixed by the Planning Commission themselves-so that at least 
during the Fifth Plan the detailed industry plans could provide a 
basis for issue of industrial licences for the industries in the Core 
Sector. 

7.6. Though it is stated that essential inputs are provided to in­
dustries in the Core Sector on a priority basis, the rate of growth of 
production of industries in this sector has been none too impressive. 
Government should keep a close watch on the development of in­
dustries at least in the Core Sector which represent the basic, 
str~tegic and oritical sectors of the country's economy. 
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7.7. Under the new licensing policy, 128 industries have been re­
:served for exclusive development in the Small Scale Sector. This 
reservation should be accompanied by positive measures to see that 
with proper technical guidance and the development of financial and 
marketing facilities. the units in this :;ector are able to stand on their 
<>twn. Industrial Units in this Sector should also be provided with 
requisite inputs such as finance, scarce raw materials, foreign ex­
change etc. on a priority basis, as is being done in the case of Core 
Industries. As regards regulating the business relations. between 
small scale ancillary and feeder industry and the principal unit, 
legislative proposals are already under the consideration of 
:Government. 

7.S. Government should devise a scheme ~ periodical survey to 
find out the correct position as regards the existence and production 

·of Small Scale Units regIstered with the State Directors of Industr­
ies. Reservation of certain industries exclusively for development by 
:small entrepreneurs also, involves the responsibility on Government 
of safeguarding the consumer's intere~t in the matter of quality and 
price of goods produced in this sector and ensuring production ac­
-cording to demand so that there are no shortages ot. goods produced 
in this sector. In industries not reserved for the Small Scale Sector, 
applications from other classes of entrepreneurs are often'rejected on 
the gro.und that the production of the item can be taken up in the 
Small Scale Sector. When this is done, Government should ensure 
that there is a concrete time bound programme for developing manu­
facture of that item in reqUisite number of and quality to meet the 
·demand in full and its progress should be watched so as to. take 
remedial action in due time. 

7.9. The liberal exemptions from the licensing provisions of the 
Industries Act announced in the new Licensing Policy are not appli­
cable inter aHa to what are described as Larger IndustriC)l Houses. 
The new Licensing Policy has bo,rrowed the concept of Larger In­
dustrial Houses as also its composition from the Report of the Dutt 
Committee (1969). The Dutt Committee had classifip.d Larger. 
Industrial Houses on the basis of the sum total of the value of assets 
of an Industrial House together with that of its inter-connected 
undertakings exceeding Rs. 35 crores at a given time. This can not 
be a static classification. as in course of time there are bound to· be 
-changes in the composition of an Industrial House and in the value 
'Of its total assets. It is, therefore, necessary for examining applica­
tions from Larger Industrial HQUses on a realistic basis that the list 
()f Larger Industrial Houses should be under constant review. Such 
a review should not be difficult for Government on the basis of data 
available under Company Law. 
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7.10. llnder the new pcensing Pol~cy, L31ger Industrial Houses 
and f<¥"eign companies are expected to concentrate on the develop­
ment of industries i~ the Core Sector. They can, however, be licens­
~d, ';t;l, ~pe, :mjdd~~ ,~r Rm~!.ll scale ~ecto~s also on g~:,iJ~g, c~r~ainexport 
commitmen~ver 60 per cent in the case of midJie seCtor and over 
7~ per .c;enUn \~:e'~as~ of small scale se~tolr-:-and ,~ls~ in the m~ddle 
sector in the interest.of cost .efficiency and the growth of the firm to­
minimum economic 'siz'e. It is noted that Government naVf~ a prag­
matic approach in regard to quantum of export c~mmitmf'nts requir­
ed for availing of this .concessi·on, Nevertheless the po~icy in this 
regard should be reviewed after three years in the light of experience. 
For licensing capacities in the interest of cost efficiencY'lnd growth 
oJ' firm to minimum economic size, Government should initiate 
studies in association with technical advisory authorities to determine 
the minimum and optimum economic size for industrial units in 
various industries so as to serve as a guideline in the matter. 

I 

7.11. The rate. of growth of industrial production has fallen from 
7.1 per cent in 1969 to 2 per c~t during the first eight months qf 1971. 
~sides, serious shortages of certain items, some of them basic raw 
materials such as Caustic Soda and Soda-Ash, ha.ve appeared causing 
hardsb~p, to. qev.e!l~e~t industries and consumers .. Gove,rnrnent main­
tain that the tall has been only in the organised sector which is subject 
to industrial licensing. The growth in the ·small scale sector has ac­
cording to them registered a sizeable increase. At present, there is 
no acceptable data to assess the extent of growth of production in 
the small scale sector. There is, however no doubt that the contri­
bution of the small scale units in the overall industrial production is 
substantial and that it is fast increaSing. Therefore, in order to pre­
sent a more realistic picture, Government should e¥olve a metho­
logy foraccUra:tely assessing the rate of growth of production in the­
Small Scale Sector and arriving at a composite rate of growth of' 
production ih both the sectors. It is now tfule that Government 
appoint an Expert Study Team to go into this question. 

7.12. Government have stated that the slOWing down of the rate 
of growth of industrial production and the shortage of certain items 
is not the result of the new Licensing Policy of Government as it has 
been in operation for barely over 2 years while it takes 2 to 3 years 
for a new capacity to be set up. Government, however, admit that 
under the new Policy,' which places greater reliance on the small and 
medium entrepreneurs for industrial development of the country, 
there. could be an interregnum when the rate of growth of Industrial 
productlon may not be as much as it could be otherwise. It is ex­
pected that Gov~rn'mentwould keep a co~tinuous w~tch on the 
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production in the interest of assuring adequate supplies of goods to 
meet the ~ising demands of the people and above all to generate 
employment opportunities to absorb gainfully the ever growing 
working force. 

7.13. According to Government, the recent fall in the rate of 
growth of production in the organised sector was due to two re· .... >ons: 
One being that the new investments. a very large p3rt cf which was 
in the Public Sector covering a number 01 Core Industri.:s, could not 
'fructify for v~rious reasons; the secon9 being under-utilisation of the 
industrial cap~city already licensed or installed mai111y on accou~t qf 
-shortage.s of raw materials including steel, lack of orders, industrial 
-disputes etc. Various steps h~ve now been taken . by Government 
for augmenting ,ndustrial production in th~ private se·ctor. The 
fact that c:onsiq,~raQle ~ndE!r-uti1i.sati<?~ qf jndustri~l ,capacity existed 
at the ,beginning of the Fourth F~ve Year Plan was poi~ted out even 
in the Fourth Plan itself. ~t is r:~gretted th~t . Government should 
have waHed for taking correc;:tiveaction until the rate of growth of 
industrial Pr.c;>d4ct~on a~t~a11y came down to a distressingly low level. 

7.14. Government have admitted that some of those shortages 
could be attributed to Industrial LicenSing PoHcy being pursued by 
them earlier. Thus, Government could have avoided the' situation 
by licensing further capacities as soon as utilisation of licensed 
capa~ity . ~ad r.ea.~he,d 75 per cent. ,Government have now assured 
the co~~ittee that tbis 'J?foc'e~u~e w~uj# '\inv~~iably .l?e 6bserve

j
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here~fter, to ,obvjate. possible shortages. It is regretted that thls 
• -, I '" "" II 'II,," 'j • I, • ", 1'" r 

step ,~as ~<;>t. takc:.n, e~rlier.· , . ' 

7.15. Until March, .1970, the issue of industrial licences was sub­
ject to capacity restraints on the basis of indicative targets given in 
the Five Year Plan. The Planning Commission maintain that'short­
ages were not due to indicative targets given in the Five Year Plan 
turning out to be wrong. ShQI'tages,' aecording to them, were due to 
new or additional capacities already licensed in private sector or 
those projected in the public sector not materialising in due time for 
various reasons, This underlines the need for a proper follow up 
action and a contemporaneous watch being kept on the implemen­
tion of licences. However, at least in some cases, the shortages might 
have been due to production targets being based on. faulty assess­
ment of the demand by the Planning Commission which were, until 
March, '1970, being relied upon by licensing authoritip.s for applying 
capacity restraints. It is hoped that production targets for the Fifth 
Plan would not suffer from the shortcomings noticed in respect of 
the current Plan. 
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7.16. Since March, 1970, the issue of Industrial Licences is: 
uninhibited by capacity restraints in accordance with the Plan targets •. 
This may be justified as a short-term corrective action but in the 
long run, in the interest of planned economic development of the 
country, industrial licensing would have to be subjected to produc­
tion targets based on more realistic projections of demand over a. 
certain period. 

7.17. Under a nQtification issued on the 1st January, this year, 
a\1other measure has been tajten by Government to step up the rate 
ot growth of industrial production in the organised sector. Indus­
trial units in 54 specified industries have been allowed to expand 
their production, without requiring an industrial licence, upto. 100 per' 
cent of their licenced or regi,stered capacity. Government's permis-· 
sion is, however, necessary if any of the Larger IndustriJll Houses or' 
foreign companies wishes to take advantage of this liberalisatiQU. 
While this relaxation is welcome, there is need to evolve simple and' 
streamlined procedure.s for speedy disposal of cases so that the new 
policy has its full impact on gr()fW1;h of production in as short a time' 
as possible. Government should also take suitable measures and get 
ready from now on for making available increaSEd quantity of ra~l 
materials which would be needed for the expansion of production on' 
the scale envisaged. 

7.18. De9pite concerns for development of backward areas and 
regions expressed in successive Plan documents, except locating a 
few public projects in certain backward areas, no concerted step:" 
seem to have been taken to progressively remove disparities in the­
levels of development between difternt regions in the country. Only 
very recently during the Fourth Plan period, a start has been made 
in this direction by impressive allocation Plan funds specifically 
for backward areas in certain States ranging from Rs. 50 lakhs in 
the case of Meghalaya to Rs. 320.57 crores for Uttar Pradesh, liberal' 
allocation of Central assistance' to backward States, identification 
of backward areas 'and announcement of direct financial incentives 
of a Central subsidy, transport subsidy and concessional finance to­
encourage entrepreneurs to set up industries in backward areas. The 
Government are also encouraging and assisting the States in setting 
up an expert planning organisation to prepare State and District 
Plans; with a view to reduce intraregional disparities within the­
State. It is too early to assess the response to, 'and success of, these 
measures. The positive start made in this direction is nevertheless 
w,.:?1come. 

7.19. The potentiality of industrialisation as a means ()f speedy 
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development of backward areas needs DO stress. T.o attract indus­
tries" it is necessary that infra-structure is provided in those areas, 
the most important of which is the provision of roads and power, 
development of water resources and above all trained manpower 
who are willing to give of their best to the industry. The provision 
of infra-structure and the chOice of priorities as between different 
regions and areas taken up for development within the State is, how­
ever, primarily the responsibility of the State. It is,therefore only 
with the positive cooperation of the States that any substantial pro­
gress can be made in the development of backward areas, which, it 
is hoped, will be forthcoMing In a greater measUre. 

7.20. As the problem of these backward' regions is a fonnidable 
one, it is but appropriate that the Planning Commission and the 
Central Government should lend a helping hand to the States in 
formulating concrete and detailed proposalS' for development of 
these areas. Planning Commission have already set up an Area Plan­
ning Unit to provide guidance to States in this behalf and that the 
State Governments are being urged' to evolve their own district 
plans for development. Plans for integrated and phased development 
of infra-structure facilities in backward areas should be finalised 
within the next 12 to 18 months so that these could be implementea 
in real earnestness at least' in the next plim period.- Governglenf 
should make available adequate financial and' oUler resources' to 
enable these backward areas to catch' up on development. 

, j 

7.21. The best method of industrialising the backw(fflii.ar~~s 

would be to lo~ate suitable public undertakings there. It ~1ifI'atify .. 
ing to note that Government have taken some positiv!'t action! in 
t:hi~ behalf and that as much as 77 per cent of the tota1,in'($tllle~t 
in the public sector is being made in industries located iP. ,b~kw;ard 
areas. This is a welcome step. These public under(ta~~ngs" E\hould. 
however, act as catalytic agents and make detennin~d .etfor~ to 
develop ancillary and small scale industries in. the neighbouring 
area so that the purpose of having an industrialcomlDlex .aJldiml'a~ 
structure for future growth, are assured .. 

7.22. The role of industrial licensing in the, deY~~ntiof :o.a~k­
ward areas has also been disappOinting. ~dng·the,,,three :yean; 
1969, 1970 and 1971, only 91 licences w~",.jsflu~~t for ,setp'~gup~ 
capacities in backward areas out of a total, of 752 lic:ence.s j,ss~ed 
during the period. Of these only 4 werW'fofa pO~UrOilS'ilhd' 'most 
backwClrd Stgte like that of U.P. The'Sfclte!;'w~fclf at(i'~l'a~~e#' 
more industrially advanced have attrJ~t~d( \rrldr'r~~enrk~ Je~~rt:: fo;( 
their backward areas. Governmenti'shHtiHf('an'a1:Y~) cr6~~f' t1M 

• Ii: . ','. ,::,', 
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reasons why' there' is such i dearth of entrepreneurs fot settmg up 
industries ill backW'ard 8:teftS so that redoubled and il'Itensified 
efforts could be made to make good the shorteomings, and prOVide 
positive incentives: to attract a't least some industries to these back­
ward areas and provide' some relief to the crushing problem of un­
employment and p6~eHy in tliese areas. 

7.23. Even iii reSpect of these 91 licen{!es issued, Government do 
not have ready data as to how many of them have actually fructified. 
This underlines the need for a sym15tematic and close follow-up to 
assess realistically the impact of Government's policies and decisions 
on t.~e trend of industrialisation and to take measures as necessary 
to ensure that devel~11lent of industries in the backward arees 
receives special itnpetus and ettcouragement. 

7.24. In the existing situation of scarce resources and managerial 
and technical exp~rtise, it is either public undertakings or well 
established and efficient industrial organisations of proved merit 
which can play a constructive role in setting up industries in the 
backward are~. Government should, therefore in the interest of 
increasing employment ·potential in those areas as also augmenting 
industrial production1 make a~ objective study 01 the situation and 
adopt a pragmatic policy .whic~ would IIl~ke way for establishment 
of industrial units in backward areas without further loss of time. 

7.25. The expanded role aSSiMJ'l'ed to the public sector in industrial 
development of the country is welcome. However, Government 
should at the beginning of. the Five Year Plan, spell but in some 
detail the role ''f1SSigned 'to ·the public sector during the lplan period 
and announc,e the mdustries or new 1inesdf 'proBuction proposed 
10 be s~t 'up 'in 'the public seCtor during this ·period. In tlle resdiual 
areas, where. at the 'beginnfrig 'of the Plan public a~ctorao'es not 
show any inclinatio'n to enter the field, applications by private 
parties for indUstrial licences inay be invited, examined oh merits 
and licences given expeditiously. This would enable the private 
entrepreneurs to concentrate their time and resources dilly tin the 
areas available to them. 

7.26. Empl~yinent potential of the industry is already a con­
sideraiion for the issue of the industrial licence. Thisconsidera­
tion deserves greater' emphasis. 

7.27. The Central Advisory Council has been, under the Industries 
(Development and Regulation) Aet, assigned an advi~ry role in 
the matter of regulation of industries, which it should truly perform. 
The meetihgs of this' Council should be called at least twice a year, 
if not oftener. The object of the meetings should not be merely to 



217 

have a ':general exclla~e ·of vie.ws'·or a discussion on Ithe '''review 
of the general economic situation of the country", 85 seems to be 
the case at present. Instead, members should feel free to bring 
up specific problems concerning various regulatory measures taken 
by Government under the Industries (Development and Regula­
tion) Act an offer concrete suggestions for resolving them in ·the 
interest of incr.easedpr.oduction. 

7.28. The:Re\liewing 'Slib·Committee of the Central Advisory 
Council is appointed, under the Registration and Licensing of Indus­
trial 'tU1&!r~k1Dgs ,Rules, for reviewing all licen'Ces issued, refused, 
varied, amended or 'tevoked from time to time. Since 'this is the 
only non-offl.~ial'f()ru:m 'at 'which individual or collective grievances 
relating to industrial lieenSing can :be represented 'for redressal, and 
in view of th'e.l.IQ1·~num~r of 'decisions ,that it IS called upon to 
review, 'its lhee-til1gs lSh6tild he called atleastooce in every two 
months. 'The extst'lUlc:!e' of this body shoultialso 'be widely publicised. 

t29.Following the recommendations of the Swaminathan ,Com­
mittee on industrial development procedures, Govern~nt had intro· 
duced ,in 1964 the Ipl'ocedure 'of issue' of a letter of intent to the 
party in the first instance, eubject to certain conditions .upon the 
fulfilment of which 'it .is converted into an !Industrial ,licence. The 
procedure should ,ftnd ,a plaee in the Registration and Licensing of 
Industrial Undertaking 'Rules 1952 and the time-lim.itslaid down 
in those Rules for ,the disposal of applications ·f~ issue of industrial 
licences 'shoUld be made' applica ble to' the· stage of issue, of letter 
of intent. 

7.30. The intention of the Swaminathan Committee in suggesting 
this procedure was to provide to the party, without a too meticulous 
examination of the proposal and within one month or so of the 
receipt o{ the licence application, a document from the Government 
on the basis of which he could negotiate with foreign parties for 
collaboration and import- of goods. In actual practice, however, this 
procedure has become anothar link in a long chain of processes 
through which a licensi~g application has to pass. The· issue of a 
letter 0f intent' itself takes considerable time, often as much as one 
year. 1f the procedure is to serve the purpose for which it was 
conceived, it should not take more than 2 to 3 months to issue the 
letter of intent. 

7.31. The existing licensing procedure is also, to some extent, 
responsible for delays in ,the' disposal of licence applications. Apart 
from, the Ministry':of ,Industrial Development, several Ministries and 
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Departments of Government are concerned with licensing of under­
takings relating to industries falling within· their purview. Thl:' 
parties are required to send 11 copies of their applications to the 
Ministry of Industrial Dewlopment. After a centralised registra­
tion, these are distributed to different authorities to examine the 
application from differ~I1t angles and send their opinion to the 
Administrative Ministry concerned. The administrative Ministry 
consolidate these opinions and, after adding their own OpInIOn, 
forward the case to the Ministry of Industrial Development for 
placing it before the Lict:Dsing Committee. Although the Licensing 
Committee has the statutory authurity to make final recommenda. 
ttQns to Government in regard to a licence application, it considers 
cases only as andweea ~ are referred' to it by the administrative. 
:Ministrjes. Although a pericld of 4 to 6 weeks is prescribed for 
bringing an application before the Vcensing Committee, on the 15th 
November, 1971 ss many as 93:~ licence applications were pending 
with di!Iercnt Ministries snd Depal'tm(~nte for over one year. Cases 
l'avf' accumulated mainly in the Ministry cf Industrial Development. 
Department of Chemicals, Ministry of Foreign Trade and Depart­
ment of Electronics. 

7.32. The large accumulation of licente applications relating to 
Petro-Chemical.s and Electronics industries is particularly alarming. 
Industries in the P.rtr9-Dhenttcal field not only produce a varj~t1 
of consumer goods but also _c~rtain t-aw- ma1leriab; for use of other 
industries. Elp.ctronics industry, being labour intensive, has con­
siderable employment potential besides· a developing domestic and 
export market. The Departments of Cheml~all; and· ElectroniCS 
should therefore make vigorous efforts to dispose of all pending 
licence applications within the next 3 months and so streamline their 
internal procedures as to make possible licence apt>1ications beinlt 
brought before the r.icen~ing Committee within the prescribed time 
limit of 4 to 6 weeks. 'l'he Department of Chemicals should give 
wide publicity to the a'\lu18bility of basic raw materials during the 
next 3 to 5 years, so as to attract most competit1ve applications for 
the issue of industrial licences for their processing. 

7,33. It is observed that the Ministry of Industrial Development 
themselves have a large number of applications pending for over 
one year. They should also make concerted efforts to clear the back­
log of applications pending with them and so streamline the internal 
procedure for processing them, that licence applications are brought 
before the Licensing Committee, as required by the existing proce­
dure, within 4 to 6 weeks. 

7.34. In regard to aplications concerning industries falling with­
in the purview of other MlnistriesIDepartmf!'!nts, basicany, it is the 



responsibility of the administrative Ministry/Department to- Drihg the­
application before the Licensing Committee \\'ithin. 4 to 6 weeks. 
There is, however, need for a centralised cl~se and regular watch. 
being kept on the stage by stage progtess of licence applications by· 
the Ministry of Industrial Development upon whom rests the ulti­
mate respons~bility for early disposal of those cases. It is appreciated 
that there is nothing much that the Ministry of Industrial Develop­
ment can do, except issue periodical reminders at various levels and, 
request, persuade, press and, as the Industries Secretary said, "cajole'·' 
the Ministries to expedite the cases and bring them before the Licen­
sing Committee. Such a procedure obviously has its limitations. 
Nevertheless, if the figures of industrial licences and letters of in-­
tent issued during last year (1971) is regarded as indicative of 'any 
trend, it is heartening. The number of licences and letters of intent· 
issued during 1971 was 626 and 1015 respectively as against the cor­
responding figure of 363 and 438 for 1969. But the number of pending~ 
applications as on 15th November, 1971 still remains distressingly 
as high as 3104. At the same time, the number of licence applications 
received has also sharply gone up from 1420· in 1969 to 2575 in 1971. 
It is hoped that the high rate of disposal' reached in 1971 would not 
<mly be kept up, but improved upon, in future to clear the backlog­
quickly and meet the current rush of licence. applications. 

7.35. There is an impression that one of the reasons coming in 
the way of expeditious decision-making is the wide spread fear­
amongst the 'officers that even a bonafide decision· may later on be­
('orne the subject of endless enquiries and· criticism. Government 
should exercise every care in putting officers of the highest integrity 
in such key positions and inspire in them a feeling of confidence sa 
as to make for expeditious decision-making. 

7.36. Late receipt of comments from different authorities, parti­
cularly the technical 'authorities concerned, is usually pleaded by the 
administrative Ministries/Departments for the delay in bringing 
cases before the Licensing Committee. The data placed before the 
Committee substantiates the fact of delays, much beyond the pres­
cribed time limit of 3 weeks, in the receipt of comments of technical 
authorities by the administrative Ministries/Departments. The Mi­
ni~tries controlling the technical authorities should devise suitable 
control mechanisms to obviate avoidable delays in processing of ap­
plications by the technical authorities. Government should, at the 
same time, examine the feasibility of introducing a procedure where­
bv a licence appHcation is brought before the Licensing Committee 
after a specified ti.me even though by then the opinion of technical 
and other authorities are not re!'eived by the administrative Minis­
try concerned, leaving it to the technical and other authority, whose 
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'COlIlJllelil,ts ·were twt receivec;l beforehand, to express them tnrough 
its reprE$entative at the meetiag -of the Licensing 'Committee. Some 
such system ,h~ Mikeady been initiabad in the Ministry of Industrial 
Dev.elopmmt. I·Ns.a welcome step and, if found .work~e, it should 
be Inade ,lIiPPUcable Ito -other administrative Ministries/Departments 
,concerned with processing of licence applications. 

7.3,7. In some cases, approval of the Cabinet Committee on Eco­
nomic ,Coordirnltion is necessary before a letter of intent can be 
issued. The final-decision 'in such cases is, under the ,existing proce­
dure, taking llong ti.me. The Ministry of Industrial Development 
should, in ,consultation with the Department of Cabinet Affairs, so 
streamline :the .procedures as to make for finalisation of such cases 
, expeditiously. 

7.38. It is noted that, only 4 ·out of 90 applications for clearance 
under MRTP.Act, disposed of so far, have been denied clearance. But 
it is distreS'ling to ·find considerable, delays taking plac.e in the finali­
sation ofsuch'@8eS.'Though,'time limits for disposal applications for 
clearance under the;MRTP Act by the Department of,Company Af­
fairs ~ also by 1heMRTP Commission have been laid down in the 
Act itself, thesctime limits have generally not been observed either 
by the Depart~ent of Company Affairs or by the MRTP Commission. 
The Department of Company ,Affairs and the MRTP Commission 
should seriously ·try to compr~ss 'their enquiries, investigations and 
processes within ,the· -statutory -time 'limits and see that the cases 
which are n0t disposed·of within those time limits are an except' on. 
and not the rule as ha~ns to be the case at present. Ministry of 
Industrial'Developmelllt should also identify and cut out pockets of 
avoidable delays in the existing procedures and processes being ob-
served in that MinistryJn ~egard to such cases. The receI)t innovation 
in the procedlU'e for· th~ cases whereby tbe party's application for 
clearanc:e under the MRTP Act as well as his licence application ,are 
jointly (and not ~vera11y as was the, procedure hitherto) brought up 
'before the Cabinet Committee an Economic Coordination is welcome. 

7.39. After the issue of! letter of intent, the. party has to apply for 
various clearances stipulated in the letter of intent, the most import­
ant of .which are the approval of the terms of foreign collaboration 
involved, if any, and thereafter the clearance for import of capital 
goods. Applications for these c1ellrances are entertained and consi­
dered, consecuijvely one after the other. Each of these clearances 
take considerable time in spite. of ti~e limit of 90 days and. 60 days 
laid -down for the disposal of applications for foreign coUaboration 
'and import of, e~ptta1,gp~ ~tiyely 60 per cent of applications. 

. - ---a;Jf .. 
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for foreign cDllaboration dispoSed of during 1971 had talten 6 months 
for disposal while 40 per cent of the eases pending on 1 .. 1-72 were 
mor~ than 6 months dId: Similarl!,',·90 per cent of the applications for 
import of capital goods disposed of during 1971 took more than 6 
months for disposal. This indicates that there is need to reappraise 
the procedures being observed at present for disposal of these appli­
cations to find out why and where th~ delays are taking place and to 
take remedial measures; There should be an effective system of 
centralised w2tch being kept over the sir,>p by step progress of dis­
posal of these appliootionsso as to see that the time limits laid down 
for the disposal of these applicationsa're observed. 

7.40, The procedure of applications being brought before the 
Capitol GGods CommIttee at the expiry of a certain period whether 
the comments of administrative or other authorities concerned have 
been r'C'ceived or not should be introduced and strictly enfored. This 
procedure 'already exists in the case of applications for foreign col­
laboration and needs strict enforcement. 

7.40. Government have admitted that simultaneous consideration 
of application for industrial licence by the Licensing Committee and 
that for approval of foreign collaboraticm agreement by the Foreign 
Investment Board would expedite matters. But this is not being 
done as parties themselves submit the application for approval of 
foreign collaboration agreement only later, usually after the 'letter 
of intent is issued. Simultaneous consideration of these applications 
would certainly reduce the time taken in their consecutive processing 
and apprbval and the introduction of this procedure would be wel­
come. Such a procedure could also be usefully introduced for consi­
deration of applications for import of capital goods by the Capital 
Goods Committee. Parties should, however, be aware of such a 
system so as to 'take advantage of it. Government should therefore 
publicise the option available to a party to submit the applications 
for industrial li~ence, foreign collaboration and/or import of capital 
goods simultaneously in case it is ready with the type of detailed 
information necessary for these applications, so that these could be 
conSidered by the Clifferent bodies concerned simultaneously. 

7.42, The acce~table terms of foreign collaboration should be· 
given w'depublicity stdhat pros~ctive entrepreneurs may n~t frit­
'fer 'away their"titne :'Ind resources on collaboration proposals which 
would be clearly unacceptal)le to Government, 

7.43. Delays have also been observed in the disposal of applica­
tions for conversion of, letter of intent into· 'an industrial licence up­
on fulfilment of 'Prescribed conditions and for revalidation of letters: 
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tlf intent and industrial licences. At prl!i!itmt there 'ls no system of 
centralised watch being kept on thc progress o'f the>ae applications. 
In order to enable such a watch being kept by the Ministry of In-
dustrlal Development, all these applications should be centrally 
rou~d through the Ministry of Industrial Development and their 
final disposal also intimated to them. The Ministry of Industrial De­
velopment should lay down time limits for the disposal of these ap­
plications and see that these are generally observed. 

7.44. The instructions to the administrative Ministries in regard to 
the procedures and time limits to be observed by them in regard to 
the disposal of applications at various stages in the industrial licen­
sing process shoUld be issued by the Ministry of Industrial Develop­
ment with the concurrence of the Cabinet Committee on Economic 
Coordination and there should be a system of periodical reporting to 
the Cabinet Committee cases of delay in disposal beyond a certain 
period. 

7.45. At present no centralised record is being maintained on the 
implementation of industrial licences issued and .it is left to the ad­
ministrative Ministries etc. to see that the party takes 'effective steps' 
for setting up the licensed capacity in six months time and actually 
:sets up the capacity within 12 months of the issue of the licence. 
In the absence of such a record, it is difficult to have an overan picture 
in regard to the progress made in the implemenhtion of licences, 

:and more so to see as to what extent the non-implementation is on 
,'account of reasons that are genuine. Since what is of substance is 
the actual setting up of the industrial capacity and not the issue of 
.an industrial licence, Government should set up a central agency 
which should not only maintain an upto date record, but also actively 
'progress the licence applications from the time of their receipt to 
the stage of actual setting up of the capacity licensed for. This 
:agency should have a suitable card-index system for compilation of 
:upto date data in respect of all licence applications. 

7.46. No system of appeal against any dtecision relating to indus­
'trial licensing has been provided for as it is held that these are in 
the nature of executive decisions taken at the higest level and that 
there is a Reviewing Sub-Committee consisting of non-officials which 
has the power to review all licences issued, refused, varied, amen­
·ded or revoked from time to time. In the absence of a system of ap­
-peal, it is necessary that if it is proposed to take an adverse decision 
at any stage of the induStrial licensing process, in order to reassure 
-the party that the decision is fair and impartial, a show cause notiee 
-is invarlably issued to the partY and a final view in the mater taken 
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;aftl::~ due consideration ot the representation received, if any, at the 
highest level. 

7.47. Industrial Undertakiugs not required to take out a licence 
under the Inaustries (Development andltegulation) Act have to rc­
,gister themselves with the Central Government technical authority 
-concerned. This registration is for statistical purposes -only. In the 
case of such units, the I"eturns required should therefore be kept to 
the minimum. Government should, in particular, see whether the 
purpose would be served if registered units in production furnish 
"production returns' on a six-monthly or quarterly basis, instead of 
-every month. 

7.48. There is a tremendous upsurge of aptimism self-reUance and 
buoyancy in the country and if this propitious combination of factors 
is put to productive use, our country can achieve a dramatic break­
through in industrialisation. There is no reason why it should not be 
possible to achieve the planned rate of 9 p&r cent in industrial growth 
in such an optimistic climate and in fact, to improve upon it 
appreciably. 

NEW DELHI; 
ApriZ 25, 1972. 

Waisakha 5, 1894(Sakll). 

KAMAL NATH TEWARI, 
ChaiTman, 

Estimates Committee. 



APPENDIX I 

(See Para l.21) 

Ministry of IndustriQZ Development, Inte'l'nal Trade and Company 
Affairs (Department of Industrial Development) Notification 
No. 713!IDRAI29BI70I1 dated the 19th February, 1970 published 
in Gazette of India (Extra-ordinary) Part II, Section 3, sub-
Section (ii) dated the 19th February, 1970. 

S.O. 713!IDRAj29Bj7011: In exercise of the powers eonfel'red by 
sub-section (1) of section 29B of the Industries (Development and 
Regualtion) Act, 1951 (65 of 1951) and in supersession of the noti­
fication of the Gavernment of India in the late Ministry of Industry, 
No. S:O. 187 jlDRAj29B 12164 dated the 13th January, 1964, the Central 
Government hereby exempts from the operation of sections 10, 11, 
llA and 13 of the said Act and the rules made thereunder. 

(1) All industrial undertakings which have or propose to have 
fixed assets in plant and machinery not exceeding Rs. 7.5 lakhs; 
provided that no such industrial undertaking shall be eligible for 
exe~tionr-

0) if it belongs to or is controlled by any Larger Industrial 
.HQuse as classified by the Industrial Licensing Policy In­
quiry Committee in the list at Appendix Il-},.(l) of its 
report with such amendments to this list as may be made 
by Government from time to time; or 

(ii) if it is a foreign company or a branch or subsidiary vf a 
foreign company; or 

(iii) if it falls under the category of 'dominant undertakings" 
as defined in section 2(d) of the Monopolies and Restrictive 
Trade Practices Act, 1969 (54 of 1969); or 

(iv) if it relates to any of the industries listed in Schedule r 
annexed hereto; 

(2) All industrial undertakings, other than the industrial under­
takings referred to in para (1) above, which have or propose to­
h8'Ye fixed assets in land, buildings, plant and machinery not exceed­
ing Rs. 1 crore, provided that no such industrial undertaking shan 
be eUgible for exemption,-
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(i) if it belongs to or is controlled by any Larger Industrial 
House as classified by the Industrial Licensing Policy In­
quiry Committee in the list at Appendix II-A (1) of its 
report with such amendments to this list as may be made 
by Government from time to time; or 

(U) if it is a foreign company or a branch of subsidiary of a 
foreign company; or 

(iii) if it falls under the category of 'dominant undertakings' 
as defined in Section 2(d) of the Monopolies and Restric­
tive Trade Practices Act, 1969 (54 of 1969); or 

(iv) if it relates to any of the industries listed in Schedule I 
annexed hereto; or 

(v) if it requires foreign exchange more than the equivalent 
of-

(a) rupees five lakhs or ten percent of the additional fixed 
assets by way of land, buildings and machinery, which­
ever is higher, for the import of machinery and equip­
ment; or 

(b) ten per cent of the ex-factory value of the annual pro­
duction of an article in any year, after three years of 
the commencement of production, for the import of 
components to be used in that article; or 

(c) five per cent of the ex-factory value of the annual pro­
duction of an article in any year or rupees five lakhs, 
whichever is less, for the import of raw materials (ex­
cluding steel and aluminium) to be used in that article; 
or. 

(vi) if it relates to any of the industries listed in Schedule IT 
annexed hereto; or 

(vii) if it relates to certain basic, strategic and critical indus­
tries listed in Schedule III annexed hereto· 

580 L.S.-16 



SCHEDULE I 

(1) Coal falling under '(1) Coal, lignite, coke and their deri­
vatives' under the heading "2. Fuels"; 

(2) Textiles, falling under the heading '23. Textiles (includ­
ing those dyed, printed or otherwise processed)' manufac­
tured, produced or processed on powerlooms; 

*(3) Milk Foods' falling under '(2) Milk Foods'; Malted foods 
falling under '(3) Malted Foods' and Roller flour milling falling 
under '(4) Flour' under the heading '27 Food Processing Industries'j 

(4) (a) Oil seed crushing, falling under '(i) Vegetable oils, 
including solvent extracted oils' and, (b) Vanaspathi fal­
ling under '(2) Vanaspathi' under the heading '28. Vege­
table oils and Vanaspathi'; 

(5) Leather falling under the heading '31. Leather, Leather 
Goods and Pickers'; and 

(6) Matches falling under '(3) Matches' under the heading '38. 
Timber Products.' 

SCHEDULE II 

1. Absorbent Cotton. 

2. Automobile Radiators (except for expansion on merits). 

3. Barbed Wire. 

4. Beam Scale. 

5· Bichromates (except for exports). 

6. Bolts and Nuts, except High Tensile and other special type). 

7. Conduit Pipes-Metallic . 

• Sub~tituted by Mini9try of Indu9trial Development and Internal Trade (Department 
of Indu~trial D.!velopment) Notification No. 1572/IDRA/29B'71-7 dt. 13-4-J971, pub­
lished in Gazette of India, PI. II, Sec. 3, sub-section (ii), dt. J3-4-J971. 
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8. Domestic Electric Appliances and Accessories such as electric 
iron, roasters, heaters, washing machines etc. other than cacuum 
cleaners, industrial washing and dry-cleaning machines etc. 

9. Dyes-(i) Azo Dyes (Directs and Acids) and (ii) Basic Dyes 

10. (a) Electrical Wiring Accessories; 

(b) Electrical Light fittings (such as chockes, starters, reflec­
tors etc). 

11. Expanded Metal. 

12. Fireworks. 

13. Formulated Perfumary Compounds. 

14. Full P.V.C. Footwear (Chappals, Sandals and Shoes), except 
for export by predominantly export-oriented units. 

15. Glass Holloware by semi-automatic process. 

16. Gun Metal Bushes. 

17. Hand Numbering Machines. 

18. Hand Stapling Machines. 

19. Hurricane Lanterns. 

20. Hypodermic Needles. 

21.. Insecticides Dusters and Sprayers (Manual). 

22. Laundry Soap. 

23. Leather Footwear (except for expansion of the existing units 
for exports and new unit for exports). 

25. Machines Screws (except for Socket Head and Special Types). 

25. Machine Shop Vices. 

26. Metal Clad Switches upto 30 Amps. 

27. Miniature Bulbs: 

(a) Miniature Vacuum Bulbs; 

(b) Torch Bulbs; 

(c) Radio Panel Bulbs; 
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(d) Cycle Dynamo Bulbs; and 

(e) Decoration Bulbs. 

28. Paints and Varnishes-Dry Distempers, Red Lead, Red Oxide, 
Aluminium Paints, Bitument Paints to LS Specification, 
Wagon Blocks, Graphite Paints, all Paste Paints. 

29. Pahn Rose Oil. 

30. Paper Conversion Products. 

31. Pine Oil (Except for composite schemes) 

32. PIster Boards. , 
33. Plastic Processed Products:-

(1) Bottle Caps, Buttons, LallliHhade etc. produced by the 
compreasion moulding techniqu" 

(li) Plastic Artlc1es manufactured from plastic sheets, Rods 
or Tubes by the fabrication technique excluding the tech­
nique of vacuum forming. 

(iii) Polythelene Films (Films with a thickness of less than 
0.10 mm) and products from the Film such as Bags etc. 
(excluding heavy duty Bags and Multi-coloured printed 
rum and Bags). 

(iv) Blow-moulded Containers and other similar products 
manufactured by the blow moulding technique (except 
for captive use; PVC Containers and change over by exist­
ing units manufacturing Metal Containers to Plastic Con­
tainers). 

(v) Spectacle Frames from Sheets by fabrication technique 
or by injection moulding. 

(vi) Manufacture of Polyester Sheets for Buttons and the pro-
cessing of the Sheets so produced to manufacture Buttons. 

34. Rivets of all types (including Bifurcated). 

35. Rolling Shutters. 

36. Roofing, Flooring and Glazed Tiles (except plastic and cera­
mic tiles of sizes 4" x 4" and above). 

37. Safety Matches. 

38. Steel Woo1. 
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'39. Student's MicroscOpes. 

40. Surgical Gloves (except plastic). 

41. Telescopic Aerials (for Radio Receivers). 

42. Thermometers (upto 150°C). 

43. Water Meters. 

44. Welded Wire Mesh (except for expansion of existing units). 

45. Wire Brushes and Fibre Brushes. 

46. Wire Products-all Wire products such as Wire Nails. 

Hob Nails, Panel Pins, Horse Shoe Nails. 

47. Wood Screws. 

48. Deleted. 

49. Cycle tyres and tubes. 

50. Deleted. 

51. Deleted. 

52. Deleted. 

53. Electric horns. 

54. Hydraulic jacks below 30 tonnec; capacity, and 

55. Tooth paste. 

*56. Presurc Die Castings (upto 4 K.G.) 

57. Drums and Barrels (upto 50 litres capacity). 

58. Tin Containers-unprinted (other than CTS Cans). upto 19 
litre capacity. 

59. Flash Light Torch Cases (Plastic). 

60. Truck Body Building (Wooden structure). 
61. Battery Cell tester. 

62. Pressure Gauges (upto 50 lbs. per sq. inch) 

63. Low Tension Insulators. 

64. AA & A C. S. R. Conductors (upto and including 19 strands) 

.Items 56 to 128 aIded by .M1njstry of Industrial Devt!opment and Internal Trade 

D':ra~rmcnt of Industrial Development) Notification No. S.O. IDRA!29 B!7I 
.l~. :q-2~9,71 published in Gazette of India, Pt. II, Section 3,Sub-scction (ii)dt. 24-2-1971. 
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65. Electric Transmission Line Hardware (other than those manu-
factured in malleable castings). 

66. Grease Nipples and Grease Guns. 

67. Exhaust Mufflers. 

68. Zince Oxide. 

69. Autp Leaf Springs. 

70. Chaff Cutter Blades. 

71. PVC & VIR Wires of Domestic Type. 

72. Metal Fittings for garments and leather goods. 

73. Weights. 

74. Sodium Silicate. 

Automobile Ancillaries: 

75. Fuel Tank Caps. 

76. Fuel Lines. 

77. Wiring Harrress. 

78. Tail Lamp Assembly. 

79. Side Lamp Assembly. 

80. Stop Lamp Assembly. 

81. Spot Lamp Assembly. 

82. Horn Buttons. 

83. Bulb Horn. 

84. Seats for bus and trucks. 

85. Ornamental fittings. 

86. Rear View Mirrors. 

87. Sun Shades. 

88. Sun Visor. 

89. Luggage Carrier. 

90. Tyre inflators (both hand and foot-operated) 

91. Ash trays. 

92. Hub Caps. 

93. Wind Shield Wipers (Arms and Blades only). 



94. Electrical fuses. 

95. Electrical fuse boxes. 

96. Battery cables and fittings. 

97. Spokes and nipples. 

98. Steering wheels. 
Garage equipments: 

99. Armature tester. 

100. Battery Terminal Lifters. 

101. Condensors and Resistance testers. 

102. Fender spoon and hammers. 

103. Feeler Gauges. 

104. Flaring Tools. 

105. Gear Flushers. 

106. Puller of all types. 

107. Ring expanders. 

108. Ring Compressors. 

109. Screw Extractors. 

110. Spark Plug tester and cleaners. 

Ill. Tee in Gauges. 

112. Stud Removers (extractors). 

113. Tyre valve pull out tools. 

114. Tube cutters. 

115. Flanging tools. 

116. Valve Lifters. 

117. Valve Replacing & Resetting tools. 

118. Camber Testing Equipme~t. 

119. Domestic Utensils (other than aluminium & stainlt!ss steel. 

120. Steel Measuring Tapes. 

121. Cashew Shell Oil. 

122. Room Collers (Desert type). 



123. Cotton Measuring Tapes. . 

124. Rubberised Cloth. 

125. Household Knitting Machines. 

126. Para-Dichlora Bonzone Balls. 

127. Potassium Silicate. 

128. Calcium St;l.icate." 

SCHEDULE 111-
•• 1 

1. Non-ferrous metals falling under 'B Non-ferrous: (IA) other 
non-ferr"us metals and their alloys' under the heading "1. Metallur­
gical Industries." 

2. Pig Iron & Steel falling under 'A-Ferrous:(l) Iron and Steel 
(metal)' under heading "I. Metallurgical Industries." 

3. Alloy & Special Steels falling under 'A-Ferrous: (6) Special 
Steels' under the heading "1. Metallurgical Industries." 

4. Coking Coal falling under '(1) Coal, lignite, coke and deriva­
tives' under the heading "2. Fuels". 

5. Oil Exploration and production falling under '(2) Mineral Oil 
(crude Oil), motor and aviation spirit, diesel oil, lrerosene oil, fuel 
oil, driverse hydrocarbon oils and their blends including synthetic 
fuels, lubricating oils and the like and '(3) Fuel Gases-(coal gas, 
natural gas and the like)' under the heading "2 Fuels." 

6. Electronics Testing and Contra} Equipment falling under '(8) 
Electronic equipment' under the heading "5. Electrical Equipment." 

7. Ressistance-fixed and variable, condensers or capacitors-fixed 
and variable, semi conductors including diodes, thick film, thin film 
Clnd integratrcd circuits, Transmitting and Receiving Tubes including 
Ca thode ray Tubes, Connectors, Switches and relays, Ferrites and 
Magnots, Thermistors and Varistors faIling under '(8) Electronic 
€quipment' under the heading "5. Electrical Equipment". 

8. Sophisticated micro-wave components and antennas falling 
under '(3) Wireless communication apparatus' under the heading "6. 
Telecommunications." 

*Sll',1titllcd by !'v1i'li~trv o~ T l!ll'trial D:vc!o'ment anct Internal Trade (Department 
Inhmia! D!ve!I);J.n:nt) N,·.ification :".0. So. !TDRA!zi9B!716 dt. 24-2-1971, published 
the Gazette of India, Part II, Section 3, sub-section (ii) dt. 24-2-1971. 
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9. Electronic (Wireless and microwave equipment) falling under 

• (3) Wireless communication apparatus' under the heading "6. Tele­
communications". 

10. Ship building and dredgers falling under '(2) Ship and other 
vessels drawn by power' under the heading "7. Transportation." 

11. Chemical machinery falling under 'A, Major items of specia­
lised equipment used in specific industries; (9) Chemical machinery' 
under the heading "8. Industrial Machinery." 

12. Paper machinery falling under 'A. Major items of speCialised 
equipment used in specific industries; (11) Paper Machinery' under 
fhe heading "8. lndustrial Machinery." 

13. Selected Types of Machine Tools, namely:­

(i) Automatics 

(ii) Turret and Capstans 

(iii) Lathes other than conventional type centre lathes. 

(iv) Boring machines. 

(v) Broaching machines. 

(vi) Drilling machines other than conventional bench, column, 
pillar and radial type. 

(vii) Threading machines, other than Die type Screwing ma­
chines . 

. (viii) Milling machines other than conventional milling machines. 

{Ix) Gear cutting,~nerating and finishing machines. 

(x) Grinding machines excepting double-ended grinders. 

(xi) Lapping, Honing and Polishing machines other than con­
ventional polishinglBuffing spindles. 

(xii) Sawing, contour sawing, Filling & Cut-off machines other 
than Hack sawing machines. 

(xiii) Presses other than conventional mechanical and Hydrau­
lic presses. 

(xiv) Forging machines including hammers. 

(xv) Wire & Metal Ribbon Form;ng machine other than conven­
tional wire drawing and barbed wire making machines. 
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(xvi) Specialised sheet metal working machinery. 

(xvii) Special purpose machine like unit head machines, spark 
erosion, ultrasonic machines, electro-chemical machines,. 
Numerical control machines and others. 

(xviii) Plastic working machines. 

(xix) Glass working machines. 

(xx) Machine tools accessories including hydraulic and pnouma­
tic equipments, and Jigs and fixtures. 

(xxi) Portable electric and Pneumatic tools. 

(xxii) Portable electric and Induction Heating Equipment. 

(xxiii) Gas cutting and welding equipment. 

(xxiv) Electric resistance welding, brazing and soldering equip­
ment. 

(xxv) Metal testing machines. 

falling under the heading "9. Machines Tools." 

H. Tractors and power tillers falling under '(1) Tractors, harves­
tors and the like' under the heading "10. Agricultural Machinery". 

15. Nitrogonous and Phosphatic Fertilizers falling under '(1) In­
organic fertilizers' under the heading "18. Fertilizers." 

16. ~~ticides (basic chemicals only) falling under '(11) Insecti­
cides, fungicides, weedicides and the like under the heading "19. 
Chemicals (Other than Fertilizers)". 

17. Integrated petro-chemicals complexes, D.M.T., Captolactum. 
Acrylonitrile falling under '(2) Organic heavy chemicals' under the 
heading "19. Chemicals (other than Fertilizers) ". 

18. Synthetic rubber falling under '(6) Synthetic rubbers' under 
the headIng "19. Checicals (other than'Fertilizers)". 

19. Newsprint falling under '(2) Newsprint' under the heading 
"24. Paper and pulp including paper products". 



APPENDIX II 

(See Para 1.22) 

Press Note issued by Ministry of Industrial Development and 
Internal Trade (Deptt. of Industrial Development) on 18-7-

1970, re: "Substantial Expansion". 

Consequent on the modifications in industrial licensing policy re­
cently announced, Government have reviewed the existing :policy of 
diversification of production which permits manufacture of new 
al ticle or articles by industrial undertakings upto 25 per cent of their 
licensed or registered capacity (by value) without a licence under 
the Industries (Development and Regulation) Act, 1951, subject to 
lHtain conditions. The releaxation in licensing policy pertaining to 
diversification of production, in its present form, was announced for 
the first time through a Press Note issued on 27-10-66 and a Notifi­
ca1ion on 29-11-66 which were amended from time to time in the 
light of PBst experience and prevalent circumstances. The underly­
ing approach of such relaxation has been that the regulatory mechan­
bm of licensing should neverthless allow and ensure fullest utili sa-
1ic:n of installed plant and machinery through manufacture of new 
articles, subject to certain conditions. The present licensing policy 
seeks to assign certain definite roles and areas of operation to diffe­
lent categories of entrepreneurs and consistent with this policy, it 
has become necessary to redefine the policy of diversification. 

2. The revised policy of diversification of production which is in 
supersession of all previous instructions on the subject has been 
embodied in this Ministry's Notification No. S.O.IIDRA!29BI70!5 da-
1ed the 18th July, 1970 published in the Gazette of India Extraord!­
nary of the same date. It has been decided that, in future, industrial 
undertakings which are registered or in respect of which a licence or 
permission has been granted under the Industries (Development and 
Regulation) Act, 1951, shall have the freedom to diversify their pro·· 
duction by taking up the manufacture of a new article or artiCles 
upto 25 per cent of their licensed or registered capacity (by value) 
without an industrial licence, provided that the following conditions 
are fulfilled:-

(i) the industrial undertaking does not belong to or is con­
trolled by any of the Larger Industrial Houses as classi-
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fied by the Industrial Licensing Policy Inquiry Commit· 
tee in the list at Appendix II A(l) of its Report with SUlh 

amendments to Ws list as may be made by the Govern­
ment from time to time; 

(ii) the industrial undertaking is not a foreign company or a 
branch or a sUbsidi.ary of a foreign company; 

(ill) the total assets In land, buildings, plant and machinery of 
the Industrial undertaking do not exceed Rs. 5 crores; 

(iv) the new articles to be produced or manufactured by the 
industrial undertaking are not those lisred in ScheduleI:' I, 
II, III and IV annexed hereto (not printed); 

.(v) the article Of articles for which the industrial undertaking 
is already licensed or registered are not one of those li<:ted 
in Schedule III not printed annexed hereto; 

. (vi) the new article Or articles to be produced or manufactured 
are those which belong to allied lines of manufacture, na­
mely, involving the same technological process as the 
article or articles for which the undertaking is registered 
01" licensed; 

(vii) there is no expendlture of foreign exchange involved di­
rectly or indirectly for import of capital goods, raw mate­
rials or components; 

.(viii) the manufacture or production of new article or articles 
does not involve installation of additional machinery (r,ro­
cured indigenously) of a valUe exceeding 10 percent of the 
value of the total installed machinery or Rs. 10 l<lkhs 
which ever is less; and 

(ix) the production of the article or articles for which the inc'lus­
trial undertaking is registered or licensed is not less than 
50 per cent of the . productive capacity so licensed or 
registered. 

3. It is clarified that such industrial undertakings as have alrFady 
.fostablished production or manufacture of certain new articles or 31'­

ticles in accordance with the policy of diversification in force hi thr-;r­

tofore but are not covered by the revised policy of free diversificdtio1\ 
explained in para 2 above, will bave to obtain a licence or nermission, 
2~ th'2 case may be, tor carrying on the business of the undertClki;-,(; 
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in respect of such new article or articles within three months of the 
date of this Press Note. The industrial undertakings should apply for 
a 'carrying on business' licence in form 'EE' prescribed under the 
Registration and Licensing of Industrial Undertakings Rules, 1952. 
While applying for a licence in form 'EE', the industrial undertaking 
should also furnish the additional information in the proforma at. 
~chedule V (not printed). 

4. In this-Ministry's Notification No. S.O. 1731IDRAI29BI70il dated 
19th February, 1970, relating to modifications in the industrial licen­
sing policy, it was stated that industrial underta·kings with fixea as­
sets in land, buildings, plant and machinery upto Rs. one crore 
would be exempt from the licensing provisions of the Industries 
(Development and Regulation) Act, 1951 including those relating to 
manufacture--~ meW'" article or articles subject to the conditions de­
tailed therein. This exemption in respect of new articles will con­
tinue. It is clarified that the relaxation for the manufacture of new 
article or articles embodied in Notification No. S.D. 2443 I IDRAI29B I 
'7015 dated the 18th July, 1970 will not be in deregation of the exemp­
tions for the manufacture of new articles in the Notification dated 
the 19th February, 1970. 

5. In the Press Note dated the 27th October, 1966 issued by this 
Ministry, it was mentioned that industrial undertakings might also 
increase the production of the articles for which they were licensed 
or registered, upto 25 per cent of the capacity so licensed or re­
gistered. without obtaining a substantial expansion licencE' provided 
that certain conditions were fulfilled, namely; (i) no additional plant 
and machinery is installed, except minor balancing eqUipment pro­
cured indigenously and (ii) no additional expenditure of foreign 
exchange is involved and the extra production does not occasion any 
additional demand for scarce raw ma~ri.als. It is chrified that the 
facility for increase in production of the article or articles for which 
ein industrial undertaking is licensed or registered, upto 25 per cent 
of the capacity so licensed or registered, will continue, subject to the 
~ame conditions mentioned above. Government hope that this facility 
will encourage entrepre,neurs to increase the productivity in their 
industrial undertakings and utilise the plant and machinery to the 
m1'ximum extent. 

6. Industrial undertakings going in for the manufacture OT pro­
duction of new article or articles in pursu.ance of the revised 'Dolicy 
of free diversification explained in para 2 or increase of production 
in pursuance of para 5 above will have to get themselves registered 
with the Directorate General of Technical Development or any other 
concerned technical authority in accordanc~ with the new re~'Stra-
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tiOD procedure by addressing a letter to that authority giving parti­
·culars of the licences held by them and the extent of diversification 
increase in production effected by them and such other particulars 
.as may be relevant. 



APPENDIX III 

(See Para 1.25) 

Press Note issued by Ministry of Industrial Development 

(Audyogik Vikas Mantralaya) on 1st January. 1972. 

The need for a fuller utilisation of the installed capacity in 
various industries in the country was being felt in the Ministry of 
Industrial Development for the last few months. A fuller utlisation 
of the installed capacity appeared to be desirable from various con­
siderations. One of these was the fact 1:1:\t capital. and in many 
,cases foreign exchange, had already been invested on the installation 
of this capacity and it appeared reasonable that better use of this 
investment of capital and foreign exchange should be made. The 
present slow rate of growth in organised industry and the need to 
take urgent steps for pushing up industrial production was another 
factor which was taken into consideration. In this connection, it was 
felt that while industrial licensing has been liberalised. :md the pace 
of licensing stepped up very considerably, the effect of these steps 
in the shape of increased industrial production would not start re­
gistering itself for another 2-3· years. Another consideration was the 
need to increase the availability of consumer goods in order to meet 
the growing requirements of the country. 

2. Taking all the relevant factors into account, Government have 
now decided that in respect of 54 important industries, mentioned in 
Annexure-I, additional production would be allowed to the extent, 
,and subject to the conditions, mentioned below:-

(a) Wherever the licence issued to a party has mentioned a 
certain capacity specifically OD the basis of one or two 
shift working, the party would be allowed an increase in 
its licensed capacity on th basis of maximum utilisation 
of plant and machinery. 

(b) In other cases, the present relaxation of upto 25 per cent 
of the licensed capacity has been enhanced to 100 per cent. 

3. It is important to emphasise once again that the above two 
<concessions are available only in respect of the 54 industries men-
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tioned in Annexure-I; also they are subject to the following con­
ditions:-

(i) These relaxations will NOT be allowed in r~gard to the 
production of goods which have been reserved exclusively 
for the small scale sector. 

(ii) The relaxations will not apply automatically to the Larger 
Houses and the foreign majority companies. Such com­
panies may. however, apply to the Ministry of Industrial 
Development for being allowed an increase in production. 
Such applications will be considered quickly by a Task 
Force which will dispose of the applications on considera­
tions of public interest-keeping in view also the require­
ments of the MRTP Act. 

4. Industries other than those belonging to Larger Houses and 
foreign majority companies may start utilising these relaxations 
mentioned above immediately in respect of the 54 industries listed 
in Annexure-I without waiting for any further Government approval, 
subject to the proviso that the relaxations will not he available in 
regard to any goods which have been reserved exc1usively for the 
sman scale sector. A list of 128 items at present reserved for the 
small scale sector is in Annexure-II. The allocation of additional 
scarce raw materials for the enhanced capacity will, however, be 
subject to the same conditions as apply to the allocation of these 
materials for the existing capacity. It goes without saying that in­
dustries which use indigenous raw materials will be in a more favour­
able position, particularly at a time like the present when the avail­
ability of foreign exchange may be limited. 

ANNEXURE I 

1. Motor Cycles. 

2. Bicycles. 

3. Mopeds. 

4. Agricultural Tractors. 

5. Agricultural Machinery and Implements. 

6. Pumps and compressors. 

7. Fertilizers. 

8. Pesticides. 
9. Basic Metals-Iron and Steel, Copper, Aluminium, Zinc and 

Lead. 
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10. Industrial and Mining Machinery. 

11. Iron and Steel Castings, forgings, Pipes and Structures. 

12. Internal Combustion Engines. 

13. Machine Tools and accessories. 

14. Workshop, machinery and equipment other than machine tools. 

15. Small tools including cutting tools, power tools and other 
workshop tools. 

16. Coated and bonded abrasives and polishing wheels. 

17. Lndustrial Furnaces. 

18. Welding electr~es. 

19. Ball and roller bearings. 

20. Transformers, switchgears, motors, generators, power capaci-
tors, rectifiers, relays and electric stampings; 

21. Electrical Cables and Wires. 

22. Storage batteries, dry batteries. 

23. Electronic components. 

24. Construction and earth moving equipment. 

25. Cranes and hoist blo,cks. 

26. Industrial fasteners. 

27. Wire Ropes. 

28. Scientific and Industrial instruments. 

29. Cement. 

30. Organic and Inorganic heavy chemicals. 

31. Fine chemicals. 

32. Pulp, paper and newsprint. 

33. Synthetic rubber. 

34. Tyres and tubes. 

35. Industrial explosives. 

36. Industrial gases. 

37. Drugs. 

38. Medical and Surgical equipment and appliances. 
39. Electro-medical and X-ray equipment. 

40. Refractories, fire bricks and insulators. 

41. Commercial vehicles including Jeeps and three wheelers. 

42. Automobile ancillaries. 

43. Trawlers, dredgers and fiishing boats. 



242 

44. Optical and laboratory glass and glass wool. 

45. Jute textiles. 

46. Canned arid preserved fish. 

47. Sanitary cans. 

48. Paints and Warnishes and enamels. 

49. Man-made fibres. 

50. Telecwnmunications equipment. 
51. Wagons. 

52. Industrial refrigeration equipment. 

53. Sugar. 

54. Cotton textiles. 

ANNEXURE II 

List of Industries Reserved Exclusively for Development in the 
Small Scale Sector. 

(Same as Schedule II of Appendix I of this Report). 



APPENDIX IV 

(See Para 1.29) 

.Ministry of Industrial Development, Internal Trade and Company 
Affairs (Department of Industrial Development) Notification 
No. 9121IDRAI29BI7013 dated the 28th February, 1970 published 
in Gazette of India (Extraordinary) Part II, Section 3, Suh-
Section (ii) dated the 7th March, 1970. 

S.O. 912IIDRAI39BI7013.-In exercise of the powers conferred by 
. sub-section (1) of section 29B of the Industries (Development and 
Regulation) Act, 1951 (65 of 1951) and in partial modification of the 
Notification of the Government of India in the Ministry of Industrial 
Development, Internal Trade and Company Affairs (Department of 
Industrial Development) No. S.O. 1731IDRAj28BI7011 dated the 19th 
February, 1970, in so far as it relates to substantial expansion of in­
dustrial undertaking referred to therein, the Central Government 
hereby exempts from the operation of clause (d) of sub-section (1) 
of section 13 of the said Act and the rules made thereunder, all in­
dustrial undertakings registered under the said Act or in respect of 
which licences or permission have been issued under that Act, which 
havp fixed assets in land, buildings, plant and machinery in value 
not exceeding Rs. 5 crores: 

Provided that no such industrial undertaking shall be eligible for 
. exemption-

(i) if the value of the said fixed assets after substantial ex­
pansion exceeds, at any stage, Rs. 5 crores; or 

(ii) if it belongs to or is controlled by any "larger Industrial 
House" as classified by the Industrial Licensing Policy In­
quiry Committee in the list at Appendix II-A (1) of its 
report as amended by Government from time to time; or 

(iii) if it is a foreign company or a branch or subRidiary of a 
foreign company; o;r 

(iv) if it falls under the category of 'dominant undertakings' 
as defined in clause (d) of section 2 of the Monopolies and 
Restrictive Trade Practices Act, 1969 (54 of 1969); or 
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(V) if it relates to any of the industries listed in Schedule I 
annexed hereto; or 

... (vi) if it required foreign exchange more than the equivalent 
of-

(a) rupees five lakhs or ten per cent. of the additional fixed 
assets by way of land, buildings, plant and machinery, 
whichever is hig~er, for the import of machinery and 
equipment; or 

(b) ten per cent. of the ex-factory value of the annual pro-· 
ducticm of an article in any year, after three years of the 
commencement of production, for the import of compon­
ents to be used in that article; or 

(c) five per cent of the ex-factory value of the annual pro­
duction. of an article in any year or rupees five lakhs, 
whichever is less, for the import' of raw materials 
(excluding Steel and aluminium) to be used in that 

article; or". 

(vii) if it relates to any of the industries listed in Schedule II 
annexed hereto; or 

(viii) if it relates to certain basic, strategic and critical industr-­
ies listed in Schedule III :mnexed hereto: 

SCHEDULES I, II AND III 

(Same as Schedules I, II and III of Appendix I of this Report) . 

• Substituted by Ministry of IndUStrial Development Notification No. S.O.-eIDRA 
29B/71[10 dt. 21-7-1971, published in Gazette of India, Part II, Section 3, SUb-Section 
(ii), dt. 21-7- 1971. 



APPENDIX V 

(See Para 1.30) 

Ministry of Industrial Development and Internal T"ade (Department 
of Industrial Development) Notification No. 2443jIDRAI29BI7015 
dated the 18th July, 1970 published in Gazette of India (Extra-
ordinary) Part II, Section 3, Sub-section (ii) , dated the 18th July. 
1970. 

S.O. 2443.-IDRAI29BI70I5.-In exercise of the powers conferred 
by sub-section (1) of section 29B of the Industries (DevE:!lopment and 
Regulation) Act, 1951 (65 of 1951), and in supersession of the notifi­
cation of the Government of India in the late Ministry of Industry 
No. S.O. 37201291BIIDRA166, dated the 29th November, 1966, the Cen­
tral Government hereby exempts from the operation of ~ection llA 
of the said Act and the rules made thereunder, all industrial under­
takings registered or in respect of which a licence or permission has 
been issued under the said Act: 

Provided that the above exemption shall not apply to any indus­
trial undertaking-

(i) if the new article or articles to be produced or manufactur­
ed by such undertaking exceed ·twentY-five per cent of the 
registered or licensed capacity (by value) of the under­
taking; or 

(ii) if it belongs to or is controlled by any Jarger industrial 
house as classified by the Industrial Licen:oing Policy In­
quiry COl.lmittee in the list at Appendix II-A (1) of its 
Report with such amendments to this list as may be made 
by Government from time to time; or 

(iii) if it is a foreign company or a branch or a subsidiDry of a 
foreign company; or 

(iv) if its total assets in land, buildings, plant and machinery 
exceed rupees five crores; or 

(v) if the new article or articles to be produced or manufactur­
ed by such undertaking Rre any of those jiste:i in Schedules 
I, II, III or IV annexed hereto; or 
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(vi) if any article or articles for which the undertaking is 
licensed or registered are one of those listed in Schedule III 
annexed hereto; or 

(vii) if the new article or articles to be produced or manufac­
tured are other than those which belong to allied lines of 
manufacture namely; involving the same technological 
process as the article or articles for which the undertaking 
is registered or licensed; or 

(viii) if there is any expenditure of foreign exchange involved 
directly or indirectly. for import of capital -goods, raw 
materials or components; or 

(ix) if manufacture or production of new article or articles in­
volves installation of additional machinery (procured indi­
genously) of a value exceeding ten per cent of the value 
of the total installed machinery or rupees ten lakhs, which­
ever is less; or 

(x) if the production of the article or articles for which it is 
registereq or licensed is less than fifty per cent of the pro­
ductive capacity so registered or licensed. 

2. The Central Government specifies a period of three months 
from the date of publication of this notification as the period after 
the expiry of which no owner of any industrial undertaking engaged 
in the manufacture or production of any new article or articles in' 
accordance with the notification referred to in paragraph 1 above' 
(No. 5.0. 37201291BIIDRA166, dated the 29th November, 1966) shall 
carry on the business of the undertaking in respect of such new' 
article or articles, except under and in accordance with a licence 
iSSUed in this behalf by the Central Government and in t.he case of 
a State Government, except under, and in accordance with, the pre­
vious permission of the Central Government unless the manufacture 
or production of such new article or articles is covered by the above 
exemption. 

3. The provision of this notification shall be in addition to. and 
not in derogation of, the provisions contained in the Notification 
No. S.O. 1731IDRAI29BI7011, dated 19th February, 1970. 

SCHEDULES I. II AND· III 

(Same as Schedules I, II and III of Appenclx I of this Report}_ 
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SCHEDULE IV 

1. Arms and ammunition and a1li~d items of defence equipment. 

2. Atomic Energy. 

3. Iron and Steel. 

4. Heavy castings and forgings of iron and steel. 

5. Heavy plant and machinery required for irQIl and st.eel produc­
tion for mining, for machine tool manufacture and for such other 
basic industries as may be specified by the Central Government. 

6. Heavy electrical plant including large hydraulic and steam 
turbines. 

7. Coal and lignite. 

S. Mineral oils. 

9. Mining of iron ore, manganese are, chrome are. gypsum, sul­
phur, gold and diamond. 

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

11. Minerals specified in the Schedule to the Atomic Energy (COD-
trol of Production and Use) Order, ltea. 

12. Aircraft. 

13. Air tzansport. 

14. Railway transport. 

15. Shipbuilding. 

16. Telephones and telephone cables, telerraph and wireless ap­
paratus excluEiing radiQ l'~iving sets). 

17. Generation and distribution of electr~city. 



APPENDIX VI 

Summary of RecommendationslConclusions contained in the Report 

Sr. No. Reference to Summary of Recommendaticnsl 
Conclusions Para No. of Report 

1 2 

1. 1.24. 

2. 1.28. 

3 
------------------------

The Committee reiterate the recommenda­
tion made in their Ninth and Seventy-Ninth Re­
ports (Fourth Lok Sabha) that the term 'substan­
tial expansion' referred to in the Industries (De­
velopment and Regulation) Act, may be clearly 
defined in terms of percentage so as to introduce 
a certain amount of definiteness in the applica­
tion of the relevant provisions of the Act to in­
dividual cases. 

The Committee welcome the relaxations 
announced by Government on the 1st January, 
1972 for fuller utilisation of installed capacities 
by taking advantage of rationalisation of produc­
tion and modernisation of equipment in 54 speci­
fled industries. They, however, feel that unless 
systematic follow-up atcion is taken in pursuance 
of Government's announcement to help establish­
ed units to produce upto their installed capacity 
without undue restrictions the rate of growth of 
industrial development may not come up as rapid­
ly as desired. The Committee therefore recom­
mend that simple and streamlined procedures and 
modalities may be evolved to give effect to these 
relaxations and decisions in individual cases may 
be taken swiftly, so that production is maximised 
in as large a number of industrial units as possible 
and within a short time. Since it is Q'Illy when 
there is a climate of easy availability of basic 
raw materials including ferrous and non-ferrous 
metals that industries can be expected to get into 
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3. 1.34. 

4. 1.S7. 

3 

full swing of production, the Committee would 
like Government to make arrangements for 
promptly meeting the increased raw material 
demand of industrial units wishing to take advan­
tage of the new policy. The Task Force appoint­
ed to process cases for expansion under the new 
policy should, in this context, give immediate 
attention to the applications of such industrial 
undertakings as are engaged in the production or 
manufacture of materials which, in turn, are re­
quired for the manufacturing operations of other 
industries, more particularly the small scale 
industrial units. 

The OO'mmittee agree that while unforeseen 
circumstances or sudden developments in the 
economic field may call for temporary modifica­
tions of the Industrial Licensing Policy, they are 
driven to the conclusion that f:c1r sustained indus­
trial growth it is imperative that industriallicens­
ing procedures and policy should generally hold 
good for a reasonably long peri·O'd, say a minimum 
of 5 years cOincidirig with the Plan period. The 
Committee, therefore, suggest that the Central 
Government should formulate and annQUnce the 
Induatrial Licensing Policy for the next Plan 
period well before the commencement of the Plan 
so as to attract most competitive applications for 
issue of licences on merit. The Committee need 
hardly underline the fact that if procedures and 
policy are clearly and unambiguously announced 
it would make for keener CO'mpetition on merits 
and help to dispel any suspicion of policy being 
strained to favour any individual firm or party. 

The Committee recommend that, as the value 
of fixed assets varies with the price level, Gov­
ernment should from time t'l1 time, say after an 
interval of 3 years, review the limits of exemp­
tion from licensing provisions of the Industries 
(Development and Regulation) Act laid down in 
terms of the monetary value of fixed assets of 
an indllstrial undertaking. 
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5. 1.38. The Committee also recommend that, in SO'Cial 
interest, Government may consider the sugges­
tion of excluding the value of Housing Colonies 
for workers from the value of assets reckoned 
for the purpose of exemptions from the licensing 
provisions of the Industries Act, so as to encour­
age entrepreneurs who wish to provide housing 
for workers to do so. 

8. 2.15. The Committee are unhappy to note that 
although Government took a decision in February, 
1970 that the detailed industry plans should be 
prepared in respect of the industries included 
in the Core Sector for the Fourth Five Year 
Plan and entrusted this task to the Planning 
Commission, until January, 1972, i.e. after a lapse 
of two years, the Planning Commission were still 
at the stage of devising a suitable machinery for 
undertaking the task systematically. The Com­
mittee are also distressed to note the admission 
of the Planning Commission as well as of the 
Secretary, Ministry of Industrial Development 
that the detailed industry plans would not be 
avaUable for use in licensing undertakings in the 
Core Sector during the Fourth Plan period and 
that, as hitherto, li~ensing decisions during this 
Plan period would continue to be based on the 
data, indicative targets and projections given in 
the Plan document. They also note with alarm 
the submission of the Planning Commission that 
the task of preparing the detailed industry plans,. 
even in respect of what are deemed to be basic, 
strategic and critical industries constituting the 
Core Secttor, is &\l¢h a "gigantic task" that the 
PIa_tag Commission 1'I'OUIlrl not be able to do it 
"~ itself" and that "qUliie a part of this work 
wiIl have to 1De done in the Ministries, the various 
P\'blic sector undertakings, cansultancy firms 
eteat , They further note that the Commission 
have laid ciowa the target for the completion of 
this work as~'lDefwe Mud'l. 1973." 

-------------------- -.-~. -- ,. 
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7. 2.19. 

3 

The Committee agree with the ILPIC (Dutt. 
Committee) that the indicative targets and pro­
jections given in the Fourth Plan document can­
not, by themselves, provide an adequate basis if 
the system of industrial licensing is to be effec­
tively used as a positive instrument for C'OOrdi­
nated and planned econQ'mic development. They. 
therefore, recommend that the detailed industry 
plans should be prepared expeditiously, at least 
for the Core industries, as recommended by the 
Dutt Committee which has been accepted by 
Government. Since the Fourth Five Year Plan· 
period is likely to be over before the detail e ~l 
industry plans could be ready for use in indus­
trial licensing, the industry plans would neceS­
sarily have to be for the Fifth Five Year Plan 1 

period, but keeping in view the projections for· 
the five years thereafter. The Committee urge· 
that the Planning CommissiO'n and the ovem­
ment should apply themselves seriously to the 
task and try to complete this work well before­
the target date of March 1973 fixed by the Plan-· 
ning Commission. 

Until March, 1970, Government were, in the' 
matter of industrial licensimg, following the 
policy of capacity restraiints on the basis of indi­
cative demand and produation targets given in· 
the Five Year Plan documents. Therefore, at 
least in some cases, the shortages could have' 
due to production targets being based on a faulty 
assessment of the demand by the Planning Com­
mlSSIon. To meet the situation, Governm~t 
have, since March, ·1970, given up the policy of· 
applying rigidly 'capacity consideootions in the 
issue of industrial licences. The Committee are, 
however, of tbe view that the new policy of free­
ing industrial licensing from. the limitations of· 
assessed. demand and ijDd,icative production tar­
gets given in the Plan, may be justified as a 
shori term ~lUIUfe t.o tide over the current: 

--_._-------
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:8. 2.20. 

:.9. 2·.21. 

"10. 2.24. 

3 

shortages of goods but in the long run, this policy 
is fraught with danger inasmuch as it would 
generate undue pressure on scarce resources and 
may well lead to excess capacity. Besides, it 
would set at naught the whole concept of deve­
lopment through plan,ning. They trust tha t as­
sessment of demand and determination of pro­
duction targets for various commodities for the 
Fifth Five Year Plan period would not suffer 
from the shortcomings noticed in respect of the 
current Plan. 

The Committee agree that in some cases, the 
current shortages may be due to licensed capa­
city having not fructified. This upderlines the 
need for a proper follow-up action and a contem­
poraneous watch being kept on the implemen­
tation of the licences issued which the Commit­
tee have commented upon later in this Report. 

Government have admitted that if the steps 
taken by the Ministry of Industrial Development, 
;namely to invite applications and licence addi­
tional capacity as soon as utilisation of existing 
licensed capacity had reached 75 per cent, had 
been taken earlier, the shortages would not have 
occurred. The Committee regret that this step 
was not taken by Government earlier. They re­
commend that, in future, this procedure should 
be observed invariably and suitable administra­
tive instructions may be issued to all the Econo­
mic Ministries in this behalf. 

The Committee note the statement of the Gov­
ernment that essential inputs are being provid­
ed to industrial undertakings in the Core Sector 
o.n a priority basis. They would however like 
to point out that the real test of the effective­
ness of measures taken for development of Core 
Industries is in the rate of growth of production 
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11. 2.25. 

12. 2.31. 

13. 2.41. 

253 
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in the Core Industries which, the Committee find 
has been none too impressive. The Committee re-­
commend that a contemporaneous watch should 
be kept on the development of Core Industries 
so as to assess as to how far the measures already 
taken by Government have actually succeeded 
and to take such remedial action as may be neces­
sary in the light of experience. 

The Committee alSO' recommend that the 
policy of provid~ng essential inputs to industries 
in the Core Sector should be made widely known 
by issue of suitable administrative instructions 
in this behalf to all the economic Ministries and 
other authorities concerned. 

The Committee note that some industries like 
milk food, malted food, roller flour milling, oil 
seed crushing, vanaspati etc., listed in Schedule 
I of Notifications of 19th and 28th February and 
18th July, 1970 lay~g down the new industrial 
licensing policy of Government, are subject to 
special restrictions in the matter of licensing and 
that these restrictions are continuing Ilinci!e 1964. 
They also note that at present there is no system 
of periodical review to see whether the special 
restrictions in respect of these ~dustries are still 
required. The Committee recommend that Gov­
ernment should annually review the state of 
hese industries to see whether the special restric­
tions in respect of any of these industries could 
me dispensed with in view of a change in the­
circumstances or conditions ~n the industry. 

The Committee note that as per present pro­
cedure a copy of every application for industrial 
licence is sent to the Development Commissioner, 
Small Scale Industries, who examines it to see 
whether it is feasible to undertake the manufac­
ture of the item in the small scale sector. The 
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14. 2.49. 

3 

Committee u;nderstand that some applications for 
'issue of industrial licences for industries other 
than those reserved for the Small Scale Sector 
have been turned down merely on the plea that 
it is feasible to undertake the manufacture of 
the item in the small scale sector. The Commit­
tee would like Government to examine the mat­
ter in depth before turning down a,n application 
on this ground only. Where an application iii 
so turned down. Government should make sure 
that there is a concrete time bound scheme for 
developing manufacture of that item in requiSite 
numbers and quality to meet the demand in full. 
In fact the Committee would suggest that the 
progress made in this behalf should be review­
ed once in six months and in case it is found that 
the scheme is not materialising in the small scale 
sector there should be no objection to its manu­
facture in the large sc·ale sector in public interest. 

The Industrial Licensing Policy in force has 
reserved a large ,number of items exclusively for 
the Small Scale Sector. It is therefore the res­
ponsibility of Government to ensure that the 
Small Scale Sector actually delivers the goods 
in the field exclusively reserved for it, that the 
consumers' interest is safe-guarded in the matter 
of quality and price of goods produced in that 
sector and that thete are no shortages. The 
Committee note that the responsibility in this 
regard is cast on the Development Commissioner, 
Small Scale Industries who, it is said, would 
draw up productio:n programmes, keep a close 
watch and hold (Wrulultatkm'> with State Govern­
ments. The Committee' feel that this is not 
enough and suggest that a suitable mechanism 
should be devised for methodically assessing the 
demand in respect of each af the reserved items 
during the nextftve years, drawing up an annual 

------------------_.-_._---
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production programme, seeing that it is actually 
implemented and for taking remediAl action in 
case of shortfalls in production to obviate pos­
sible shortages. The Committee would also like 
Government to proV\ide adequate facilities for 

- quality testing of goods produced in the small 
scale sector at cheap rates and introduce quality 
control of finished goods, where feasible and ne­
cessary. 

The Committee consider that the reservation 
of certain Lndustries for development exclu~ive­
ly by the Small Scale Sector should be accom­
panied by positive measures to see that, with pro­
per technical guidance and the development of 
financial and marketing facilities, units in tms 
sectC>r are able to stand on their own. They also 
consider it necessary that an inrle{)f'l\dent n'view 
is undertaken in regard to each of the reserved 
industries periodioally, say after an interval of 
3 years, to assess the progress made in this dir­
ection and for taking such action as may hE> con­
sidered necessary in the interest of the consumer. 

The Committee n'O'te with concern that quite 
a few parties may be taking advantage of inade­
quate resources of the State Directors of Indus­
tries for keeping I3n effective 'vatch over the pro­
duction, or even the existance, of Small Scale 
Units registered with them. The Committf'e sug­
gest that Government should devise 1'1 scheme 
of periodical survey to find out the correct posi­
tion in respect of the Small Scale Units register­
ed with the State Director~ of I,ndustrie:;. 

The Committee consider that just as Govern­
ment have taken the responsibility for provision 
of essential inputs for industries in the core sec­
tor on a priority basis, similarly for industries 
which are reserved exclusively for small sacIe 
sector. Government may provide requisite inputs 
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18. 2.63 

19. 2.70 

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

---------
such as finance, scarce raw materials, loreigl1 ex­
change, etc. on a priority basis in the interest of 
assuring that productio,n is sustained and that 
products of reasonably good quality become 
available to the consumer .at most competitive 
pr.ices. 

The Committee note the steps proposed to be· 
taken by Government to encourage the smaH 
scale sector and to strengthen their hands vis-a-
vis their principal customers i.e. the large indus­
tr1f's. They hope that Government would soan 
bring forward bdore FarHamet\:; a ~onsidcred 

le.J·islation on tni.. "Ilhject. 

The Committee would like to point out that 
classification of an Industrial Home as 'Larger 
Industrial House' made on the basis of the sum 
total of the value of its assets together with that 
of it:; inter-connected undertakings exceeding 
Rs. 35 crores at a given time, coulri nOL be a static 
classification. In course of time, ther::! are bound 
to be changes in the composition of all Industrial 
House I8J1d in the value of its total assets result­
ing in ~ome Houser. crossing the Umlt of Rs. 35 
crores while some others. though cl~&:ified earlier 
as 'Larger Houses'. t:00mg out of thE" group. The 
existing classification of L:trger InJustrial Houses 
was made by the Il"du~l.rial Licensing Policy 
Inquiry Committee (Dutt Committee) !]Jl the 
basis of data compiled more than t) years ago and 
it will be out of date in several cas!:!;,. The Com­
mittee note that the Ministry of IndustrIal Deve­
lopment have initiated an inquiry with a view 
to see which other Industrial Houses could bl:? 
brought under the classification of Larger Indus­
trial Houses. However, an Industrial House at 
present classified as Larger Industrial House but 
which may now be havin~ total assets of less iban 
Rs. 35 crores or an industrial undertaking which. 
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may no longer be connected with a Larger In­
dustrial House, is required to apply for removal 
from the list of Larger Industrial Houses and the 
onus of proof of the chang~ situation is laid on 
the party itself. 

The Committee consider that it should not be: 
difficult for the Government to keep the list of 
Larger Industrial Houses under constant review 
on the basis of data available under Company 
Law. They, therefore, recommend that, for exa­
mining applications from Larger Industrial 
Houses on a realistic basis, Government should 
take urgent steps to bring the list of Larger In­
dustrial Houses up-to-date by adding to it Houses 
which now qualify for designation as such and 
deleting such of the Houses ,as have ceased to so 
qualify, and to keep the list under constant re­
view, on the basis of data available with them, 
without waiting for an initiative in this regard 
from the Industrial Houses themselves. 

The Committee agree with it is too early to 
asse:-s as to how the concession allowed to Larger· 
Houses and foreign companies to enter into 
middle or small scale sector on certain export 
commitments, is actually being taken advantage 
of. They, however, note the statement of the 
Government that they have a pragmatic approach 
in the matter and hope that the policy in this 
:regard will be reviewed after 3 years in the light 
of experience. 

The Committee recommend that a study 
should be initiated in association with the techni­
cal advisory authorities :uch as D.G.T.n., Textile 
'Commissioner, etc., to broadly determine the 
minimum and optimum economic size for indus­
trial units in particular industries on the basis of 
the prevailing cost-structure and technology. The 
study cotllU -serve as a guideline for examining 

------_.-.... --' 
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applicMions from Larger Industrial Homes or· 
foreign oompanies fer licensing capacities in the' 
middle- sector "in the interest of cost efficiency' 
and growth of the firm to minimum economic 
size." 

The Committee note the. contention of the' 
Government that the fall in the rate of growth of 
industrial production in the organised sector from 

··'7;-1 per cent in 1969 to 2 per cent during the first 
eight months of 1971 cannot be attributed to the 

. new industrial licensing policy announced by 
Government in February, 1970 as it is too early 
for the policy to show any impact on the indus­
trial scene, and that this has been more due to 
other fatcors: one being that the new investments, 
a very large part of which was in the Public Sec­
tor covering a number of Core Industries, could 
not fructify for various reasons; the second being 
under-utilisation of the industrial capacity al­
ready licensed or installed mainly on account of 
shortage of raw materials particularly steel and 
cotton; decline in orders specially in respect of 
railway wagons, stationary diesel engines etc.; and 
industrial disputes. They also note the various 
steps taken by Government for augmenting pro­
duction in the private sector, e·g., inviting appli­
cations for setting up new capacities in areas 
where capacity constraints have shown up; libe-

. ralisation· of import policy for capital goods and 
to meet the shortage of steel; rationalisation of 
exemptions from industrial licensing on the basis 
of import requirements; and the more recent 
liberalisation announced in January this year for 
fuller utili,ation of installed capacity in respect 
of 54 import industries. 

The Committee regret that, despite' tlie' recog-· 
nition in the Fourth Five Year Plan document 

'itself that there was conSiderable idle industrial' 
capacity which had to be harnessed during' the·. 
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early period of the Plan, Governm:ent had to -wait 
for taking corrective action until the rate of 
grDw.th of industrial production actually came 

, down .to a distressingly low level. Government's 
policy of capacity restraints based on unrealistic 
targets~ which wa3 given up only in March, HnO, 
might also have been, in the opinion of the Com­
mitte~ .another contributory factor in this regard . 
They consider that if corrective steps were taken 
by Government in good time, the country might 
have been saved of the recent decline in the rat~ 

'-\. of growth of production in the organised sector 
:and also shortages developing in certain categories 
of goods . 

:t1s 
tl" ". , 

As regards the constraints in the new Licens~ 
ing Policy in regard to Larger Industrifil Houses 
and Foreign Companies, the Committee appre­
ciate that in attempting t,o broad-ba'e entrepre­
neurship and reducing concentration of economic. -
power, there could be an interregnum when the, 
growth of industrial production may not be as 
much as it could be otherwise. The Committee 
expect Government to keep a continuous watch 
on the impact of the Industrial Licensing Policy 
on industrial growth and production in the 
interest of assuring adequate supplies of goods to 
meet the rising demands of the people and above 
all to generate employment opportunities to 
absorb gainfully the ever growing ~o.rking fo~~~. 

./> 

.'~ 
" 

~. 

~"" 
.... 19 

.... .,. .... -

The Committee feel that there is a tremendous 
lpsurge of optimism, self-reliance and buoyancy 
in the country and if this propitious combination 
of factors is put to productive use, our coun'b-y 
can achieve a dramatic break-l !1rough in indust­
rialisation. The Committee see no reason why it 
should not be possible to achieve the planned rate 
of 9 per cent in industrial growth in such an opti­
mistic climate and in :fact, to improve upon it 
appreciably. 

- .. -.----------------
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The Small Scale Sector is now contributing 
substantially to industrial production in the 
country and that its contribution is likely to 
increase with the encouragement it is receiving 
at all levels from Government and Government 
owned organisations. It is therefore imperative 
that a suitable methodology should be evolved for 
so working out the rate of growth of industrial 
production that it reflects the composite growth, 
both in the large as well as small scale sectors· 
The Committee note that the Reserve Bank of 
India and the Development Commissioner of 
Small Scale Industries are bringing out some kind 
of estimates about the value of production in 
the small scale sector but these do not find accep­
tance in knowledgeable quarters. The Committee 
al-o note the difficulties expressed, .,before them 
by the Ministry of lndustnal Development of 
assessing the industrial production in the small 
scale sector in the absence of a reliable data as 
also the anxiety expressed by them of not bur­
dening the small scale industry with returns. The 
Committee WOUld, however, like to pc>int out that 
a substantial number of smal scale units have to, 
and do infact, seek the assistance of the various 
State and Central authorities and public financial 
institutions for allotting them scarce raw 
materials, financial accommodation and other 
facilities. 

The Committee would suggest that Govern­
ment should constitute an expert study team to 
work out a detailed methodology for compiling 
reliable statistics about the volume of production 
in the small scale industries sector. This study 
team should be required to give recommendations 
within three months or fO and Government 
should arrange 'for implementation of their 
decision thereon without delay so that reliable 
statistics become available at least from this year 
onwards. 
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The Committee are impressed by the Govern­
ment's concern for ensuring that the backward 
areas get their due share of development. The 
recognItion of the problem in fact finds specific 
mention in each of the Plan documents. The 
problem is, however, far from simple, for indus­
tries have a natural tendency to get concentrated 
in areas where there is ready availability of 
power, water supply, transport, skilled labour 
and ready market for finished products. The Com­
mittee regret that, during the first three 5 year 
Plan periods, except for locating a few public 
sector projects in certain backward States, no 
concerted steps were taken to progressively re­
move di· parities in the levels of development 
between different regions in the country. Only 
very recently during the Fourth Plan period, a 
start has been made in this direction by impres­
sive allocation of Plan funds specifically for back­
ward areas in certain States ranging from Rs. 50 
lakhs in the case of Meghalaya to Rs. 320.57 crores 
for Uttar Pradesh, liberal allocation of Central 
assistance to backward States, identification of 
backward areas and announcement of direct finan­
cial incentives of a Central subsidy, transport 
subsidy and concessional finance to encourage 
entrepreneurs to set up industries in backward 
areas. The Government are also encouraging and 
assisting the States in setting up an expert plan­
ning organisation to prepare State and District 
Plans with a view to reduce intra-regional dis­
parities within the State. It is too early to assess 
the response to, and success of, these measures. 
The Committee nevertheless welcome the posi­
tive start made in this direction. 

3.58. The potentiality of industrialisation as a 
means of speedy development of backward areas 
needs no stre"s. To attract industries, it is neces­
sary that infra-structure is provided in those 
areas, the most important of which is the provi-
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" . sion of roads and power, development of water 
. reso'urces and above all to trained. manpower who 
are -willing to give of their best. to the industry. 
Th~provision 01 infra:-structure and the choice of 
priorities as between different regions and areas 
taken. up for development within the State is, 
however, primarily the responsibility of the· 
State. It is therefore only with the positive co­
operation of the State that any substantial prog-­
~€ss can be made in the development of backward 
areas, which the Committee hope, will be forth-

J coming in a greater measure· 

The Committee feel that as the problem of 
~ese backward regions is a formidable one, it is 
but .3..1?propriate that the Planning Commission 
and ~he Central Government should lend a help-

, " il).,g hand to the States in formulating concrete 
:" .ancldetailed proposals for' development of these 

3.60 

. arcas. Noting that the Planning Commission 
have already set up an Area Planning Unit to 
provide guidance to States in this behalf and that 
the State Governments are being urged to evolve 
their own district plans for development, the 
Committee stres-:: that plans for integrated and 
phased deveiopment of infra-structure facilities 
in backward areas should be finalised within tIte 
next 12 to 18 months so that these could be im­
plemented in real earnestness at least in the next 
plan period. The Committee have no doubt that 
Government would make available adequate 
financial and other resources to enable these 
backward areas to catch upon development. 

The Committee feel that the best method (ff 
industrialising the backward areas would be to 
locate suitable public undertakings there. The 
Committee are glad to note that Government have 
taken some positive action in this behalf and that 
as much as 77 per cent of the total investment ia 
the public sector is' being made in industrieJ 

---- _._------
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.located in backward areas. While this is a weI-
!'I' .com~s~ .. !~~ Cp~itte~would like to stress 

that the~ public .un~t;:lkings should act as 
catalytic agents and make determined efforts to 
develop' ancillary and' !?mall scale industries in 
the neighbouring area . so that the purpose of 
having ap industrial complex and infra-structure 
for fU,ture growth, are assured. 

The. Committee note that although reduction 
of regional imbalances is one of the objectives 
of industrial licensing and special consideration 
is given to applications for setting up industries 

. in the ipdustrially backward regions, as against 
a total of 752 licences for new or additional irr 
dustrial capacities issued during the three years 
1969, 1970, and 1971, only 9.1 were issued for 
setting up capacities in backward areas. Govern­
ment have not been able to furnish readily to 
the Committee the information as to how many 
of these 91 licences have actually fructified. The 
Committee would like to emphasise here again 
that the. issue of industrial licences, by itself, 
means little and that what is important is new 
or additional capacities actually set up in back;.. 
ward areas. The Committee therefore stress 
that the licences issued' should be systematically 
and closely followed up to assess realistically the 
impact o~ Government's policies and decisions 
on the trend of industrialisation and take mea­
sures as necessary to ensure that developments of 
industries in the backward areas receives special 
impetus and encouragement. 

The Committee are greatly disappointed to 
note that in spite of the professed concern for 
encouraging establishment of industries in the 
backward areas, only four licences (two for new 
undertakings and two for substantial expansion) 
could be granted. in the last three years for a 
populous and most backward State like that of 
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U;P: 'The Coinm:itteefirid that States which are. 
relatively more advanced in industry continue 
to- attract more iicences even for establishment. 
of industry in their backward areas, It is" 
therefore, obvious that the present measures. 

'and policy have not succeeded in making any 
'great impact on the scene. The Committee feel 
that Government should analyse closely the re­
asons why there is such a dearth of entrepre,... 
neurs for setting up industries in backward' 
areas so that redoubled and intensified efforts, 
could be made to make good the shortcomings, 
and provide positive incentives to attract at 
least some industries to these backward areas: 
and provide some relief to the crushing problem 
of unemployment and poverty in these areas., 

uaApp ale aamWWO;) al{.L gl. '£ 'fie-
that in the existing situation of scarce resources, 
expertise, engineering and managerial skills, it 
is either public undertakings or well established 
and efficient industrial organisations of proved' 
integrity and service which can play a con­
structive role in the setting up of industries in 
backward areas. The Committee need hardly 
underscore the prime need of the country at the 
present juncture for more production and em­
ployment opportunities for its teeming millions. 
The Committee have no doubt that Government 
would study the situation most objectively and 
adopt a pragmatic policy which would make for 
establishment of industrial units in the back­
ward areas without further loss of time. 

The Committee welcome the expanded role 
assigned to the public sector in industrial deve­
lopment of the country. They would. however, 
suggest that at the beginning of the Fivp Vp"!r 
..... J:m period. Govprnment should spell nut in 
some de'ail the! role assigned to the public !,L'/"tor 

~-------.. 
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during the Plan period and announce the in-· 
dustdes or now lines of production proposed to 
be set up in the public sector during this period. 
This would enable the private entrepreneurs to­
concentrate their time and resources only on the 
areas available to them. In this residual area, 
where at the beginning of the Plan the public 
sector does not show any inclination to enter 
the field, applications by private parties for in­
dustrial licences may be invited, examined on 
merits and licences given expeditiously in the 
interest of increasing production and making 
goods available at the most competitive rates to­
the general public. 

The problem of unemployment in the country 
and the potentiality of industry in minimising it 
needs no emphasis. The extent of employment 
potential of new ventures that may be licensed 
by Government therefore gains urgent import­
ance. The Committee recommend that while 
licensing new or additional capacities, greater 
emphasis should be placed on the labour-inten­
sive nature of the schemes and their capacity to 
generate employment opportunities. 

The Committee note the contention of the 
Government that they are now not applying 
rigidly capacity considerations in issuing in­
dustrial licences and therefore it is unlikely that 
any capacity could be pre-empted by any in­
dustrial house to the detriment of the economy 
or the public interest. 

The Central Advisory Council, besides being 
a useful forum for a purposeful dialogue 
between Government and private industry aimed 
at understandin.~ the problems of industry and 
explaining Go?crnment's policies :md view­
points, has :m advisory role to play under the 
Industries (Development and Regulation) Art. 

-------- --- -------
---------~---



.. _- _ .... __ .-------- ----,--------------- --
2 3 

___ '0 __ ._- _____________ _ 

The Committee would like to emphasise-ib.e ad­
visory, role ot ,the Council in the matter of re­
guiatioA'of i~austries b.nder the Industries Act 
and suggest that meetings of the Central Ad­
visory Council' should b~ c'alled at least twice a 
year, if not oftener. The opject of the meetings 
should not be merely, to have a "general ex­
change of views" or a'djscussion on the "review 
of the general econQnlic situation of the 

, 'I,· 
country', as seems to be the case at present. 
Instead, members shouid feel free to bring up 
specific problems concerning various regulatory 
measures ta~en by Government under the In­
dustries (Development and Regulation) Act and 
offer concr~te suggestions for resolving them in 
the interest of increased production. 

3') ~ 1I~~ The Committee note that hitherto the meet-
ings of the Revie~ing S\,lb-Committee of the 
Cen~al Advisory Committee have been few and 
far .between. They also note that it is the in­
tention of the Government to hold meetings of 
the Sub-Committee bi-annually in future. Con­
sidering that the RevieWing Sub-Committee is 
the only non-Government forum at which in­
dividual or collective grievances relating to in­
dustrial licensing can be represented for re­
dressal, and in view of Ole fact that the number 
of applications on which decisions are taken by 
the Government now run into several thousands 
~luring a year, the Committee recommend tliat 
the meetings of the Reviewing Sub-Committee 
should be held atleast once in every two monthl 
so that the Sub-Committee can effectively apply 
itself to the task of reviewing the licences, re­
vised, varied, amended or revoked during the 
period under reTiew. 
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·40. 3.103 The Committee also recommend that the 
.. r91~!R.ljd~,fl1netili>ns .Qi.:;th~ ,Reviewing Sub-Com­
mit~e. of the ,CentraL.Advisory Council as also 
tp~ f~ct J;hllt they can.. take up individual cases 
. fo~ rev~ew should be w.idely publicised so that 
the e~ilit~nce of a non-Gcnternment organisation 
,to which, ~n aggrieved party could make re­
presentation becomes better known and the real 
purpose' underlyil"lg its constitution is served.' 

·41. 4.5 .. The Committee rec-oIDmend that the Registr ... 
tion and- ll1censing of Industrial Undertakings 
Rules, 1952 should be amended to provide for 
the new procedure in force since 1964 whereby 
an app~icant for ,an industrial licence under the 
Industries (Development & Regulation) Act is 
in the first instance issued a letter of intent suk>­
jert to certain conditions upon the fulfilment 
of which it is converted into an Industrial 
licence. 

42. 4.6 The Committee note the assurance given k> 

them that, with the introduction of the pro-
. cedure for the issue of letter of intent, the time 

limits laid down in Rule 15 of the Registration 
and LicenSing of Industrial Undertakings Rules, 
1952 for the disposal of licence applications are, 
by and large, being applied to the stage of issue 
of letter of intent. They. however, recommend 
that while amending the Registration and 
Licensing of Industrial Undertakings Rules, the­
existing procedure may be given a formal 
statutory basis. 

/43, 4.11 The Committee would like to point out that 
the very purpose for the issue in the first in-
stance of a letter of intent to an applicant for 
an industrial licence, namely to enable him to 
negotiate with foreign parties and to take pre­
liminary steps, would be lost if this stage alone 
takes as much time as one year or more, as has 

-------------------------. 
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frequently been the case hitherto. Noting the 
assurance given to them by the Ministry that 
the letters of intent are now being issued fairly 
quickly, the Committee stress that normally it 
mould not take Government more than two to 
three months to issue the letter of intent. 

4.16 The Committee note the spurt in the receipt 

4.24. 

of licence applications during 1970 snd 1971, 
though they understand that quite a large part 
of them may have been for the issue of carrying­
on-Business licences. 

The Committee also note the sizeable increase 
in the number of industrial licences and letters 
of intent issued during the same period for new 
or additional industrial capacities. The Committee 
welcome this trend and hope that the high rate 
of disposal of applications reached in 1971 would 
not only be kept up but improved upon in future 
to clear the backlog of pending applications at 
the earliest possible time and to meet the 
current rush of licence applications. 

The Committee note the long time-as much 
as over a fortnight in some cases-being taken in 
the initial examination of licence applications 
and distribution of copies of applications supplied 
by applicants to concerned authorities. What 
surprises the Committee is that even though 
this was pointed out by the Industries Develop­
ment Procedures Committee as early as 1964, the 
bottleneck should have been allowed to remain 
for so long. The Committee recommend that 
Government should take suitable measures 
urgently to ensure that this stage does not take 
more than three days in any case. 

The Committee suggest the introduction of a 
suitable card-index system for compilation of 
up to date data in respect of licence applications. 
This dat:l could he used not only for finding out 
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investment trends but also for progressing the 
licence applications through various stages in­
volved until the licence issued actually fructifies. 

The Committee are distressed to note that as 
on 15th November, 1971, as many as 3104 licence 
applications were pending with different Minis­
rieslDepartments of Government, that 30 per cent 
of these were pending for more than one year 
and that the applications pending for over one 
year with the Ministry of Industrial Development 
alone were as many as 259. While the Committee 
enJoin upon all the production Ministries the 
need for early disposal of licence applications, 
they stress the need for a centralised close and 
regular watch being kept on the stage by stage 
progress in respect of all licence applications by 
the Ministry of Industrial Development upon 
whom rests the ultimate responsibility for early 
disposal of these cases. 

The Committee appreciate that early disposal 
of licence applications pertaining to other 
Ministries!Departments of Government depends 
largely upon the cooperation of those Ministriesl 
Departments. They are, however, unable to see 
why, as on 15.11.1971, as many as 259 applications 
were pending with the Ministry of Industri.:11 
Development themselves for over one year. The 
Committee would like the Ministry of Industrial 
Development to make concerted efforts to clear 
the backlog of pending applications and so 
streamline the procedures wi thin their own 
Ministry that licence applications are brought be­
fore the Licensing Committee. as required under 
the existing procedure, within four to six weeks. 

The Committee also nate that one of severa) 
reasons usually pleaded by the MinistriesIDep:lrt­
ments for the delay in processing and bringing 
up a licence application before the Licensing 
Conunitte~ is the late receipt of the comments 

------ - -... ~ 
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an_d opinian .. o.f. teo.hnical authorities on the ap-' 
plication. The .Committee would like the controll­
Ing Ministries to keep a strict watch on the time 
taken by the various Central technical authorities 
·in tendering comments and opinion on licence 
'applications referred to them. They would in 
fact suggest prescribing of suitable returns to be 
'submitted-1>eriodically by the technical autho­

~ Tities to the Controlling Ministries indicating the 
. licence· applications outstanding with them to­

gether with"'reasons therefore. On receipt of 
these returns, the' controlling authorities should 
satisfy tHemselves that the delay, if any, in send­
lng the comments and opinion of the technical 
authorities to the Administrative Ministry!Sec­
tion concerned is Oll account of genuine reasons 
beyond the control of the technical authority 

.. concerned. 

4.43 The. Committee would like Government to 
. examing the feasibility of introducing a procedure 

whereby. a licence 8.pplication is brought before 
.the Licensing Committee after a specified time 
even though by then the opinion and comments 
of. technical and other authorities concerned 
thereon are not received by the Administrative 
Ministry! Section c::oncerned, leaving it to the 
technical and other ~uthority, whose comments 
were not received before hand, to express them 
thro.ugh its representative orally at the meeting 
of the Licensing Committee and also put on 

.- 11""'- record. their views in writing at the meeting. The 
Committee are informed that some such system 
has already been initiated in the Ministry of 
Industrial Development. "The Committee hope 
that if this procedure being tried in the Ministry 
of Industrial Developmen\· ·is- found workable, it 

-.-- -_ .. _------- -------
• A t the time offactuafveriftcation,"tbe Mlnis·ry oC' TndU!tri~1 Dovelopmont have 

It.ted that the intro~Oft of.snc'l a ~t''Y:.~ iura is still un ierc:omijeration 
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would be -rt\:ade applicable to all the production 
Ministri~slDepartments concerned with the pro­
cessing 'of applicatiorts lfcir industrial licences. 

D1. 4.44 The Committee have been given the impres-
sion that one of the reasons co.ming in the way of 
expecUtilous decision-making is the wide-spread 
fear amongst the officers that even a bonafide 
decision may later on become the subject of end­
le~isenquiries and criticism. The Committee 
would like Government to' exercise every care 
'in putting offic'ers of the highest integrity in such 
key pOSitions and inspire in them a feeling of 
c<;mfldence so as to m~ke f~r expeditious decision-
making. ' 

52. 4.48 The Committee are un.happy to note that of 
the 933 licence applications pending with Gov­
ernment on 1Mh November, 1971 for over one 
year, as many as 236 or nearly 25 per cent were 
pending with the Department of Chemicals. The 

"plea advanced by the Ministry of Petroleum & 
Chemicals that licensing in the field of petro-che­
micals is a difficult exercise because of certain 
special aspects and features (e.g. availability of 

~::" raw materials, exaluation of technology etc.)' 
which have to be adequately taken C:lre of, secms 
untenable to the Committee 11.S every industry 
or product has its own special feautres and 
aspects. The importance of petro-chemical in­
dustry at this stage of economic development of 
the country camot be over emphasised as indus­
try in this field not only produces a variety of 
consumer goods but also certain raw materials 

. for use by other industries. It is therefore im­
. perative in the interest of industrial development 
that applicafions for industrial licences in the field 
of petro-(:hemicals are processed most expenditi­
ously. The Committee would therefore Jike the' 
Ministry of Petroleum & Chemicals to make spe· 
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cial efforts io accelerate the process of examina­
tion of licence applicatioll5 pending with the 
Departm~nt of Chemicals so as to clear the back­
log withi~ the next three'months. The Commit­
tee would also like the Ministry to evolve a 
sUitable procedure within the Ministry under 
which licence applications are processed and 
brought before the Licensing Committee within 
four to six weeks of their receipt. 

The Committee recommend that the Ministry 
Petroleum & Chemicals should give wide publi­
city to the availability of basic raw materials 
which are available, or are expected to become 
available for processing during the next three to 
fiVe years, so as to attract most competitive 
applications for issue of industrial licences there­
for. The Committee stress the need for most 
expeditious examination of these applications for 
issue of licences so that the raw materials can be 
put to industrial use without avoidable delay. 

The Committee find that electronics is another 
field where licence applications are considerably 
delayed. As on 15th November, 1971, there were 
as many a, 154 applications pending with the 
Department of Electronics for more than one 
year. The Committee consider that electronics 
industry, being labour intensive, has considera,· 
hIe employment pote'tia] as also a developin,t! 
domestic and export market. It is a nescent 
inats~ln our country and at this stage undue 
restrictions and inord 'nate licensing delays in 
this field may frustrate if not arrest its develop­
ment. The Committee WOUld. therefore, recom­
mend that the DeP3.rt!11ent of Electronics should 
dispo"e of all pending licence applications within 
next 3 months and so streamline the procedure 
within the Department as to make possible 
licence app1ications being brought before the _ ..•... _ .... _----
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Licensing Committee within the prescribed time 
limit of 4 to 6 weeks from the date of receipt 01 

tne application. 

Since clubbing of licence applications and 
their omnibus examination irrespective of their 
receipt in point of time not only causes delay 
in bringing applications before the Licensing 
Committee but generally affects the time schedule 
for the disposal of applications, the Committee 
recommend that the Ministry of Industrial Deve­
lopment may carefully examine the matter and 
issue necessary instructions to. the Administra­
.tive Ministries I Sections concerned in this regard. 

The Committee find that preparation, approval 
and circulation of minutes of the Licensing Com­
mittee has been, until recently, taking an unduly 
long time. They note the assurance given to 
them that the minutes are now being issued with­
in 7 to 10 days of the meeting of the Licensing 
Committee and ho.pe that this position would be 
maintained in future also. 

The Committee also find that, in cases requir­
ing approval of the Cabinet Committee on Econo­
mic Coordination or clearance under M.R.T.P. 
Act. the follow up action after the decision of the 
Licensing Committee is taking considerable time. 
The Committee would like the Ministry of In­
dustrial Development to study the procedures 
being observed in this regard and take such steps 
as may be necessary to minimise the time taken 
at this stage. 

The Committee suggest that, as the concept 
of Key and Non-Key industries has now become 
·out-dated, a new scheme of priorities may be 
evolved in accordance with the new Industrial 
Licensing Policy announced in February, 1970 for 
use in taking decisions relating to licensing of 
industrial capacities. 
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60. 
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4.78. 

4.83. 

4.109. 

The Committee are surprised that although. 
the issue of a letter of intent after the circulation 
of minutes of the Licensing Committee is a for­
mal affairs, even this stage has been t.~king a con­
siderable time, often as much as several month's 
in certain cases noticed by the Committee. The' 
Committee consider that this stage should not 
take mo.re than 2 wc~ks and suggest that, with, 
a view to ensure th,tthi3 time-limit is observed. 
a strict centralisedwatdli' should be kept by the' 
Ministry of" Industrial Development on the 
foIlow-up action taken by the Administrative· 
Ministries I Sections concerned on the decisions of 
the Licensing Committee. 

The Committee find that after decision of the' 
Licensing Committee in a case requiring appro­
val of the Cabinet Committee on Economic Co­
ordination, various processes upto the stage of 
circulation of minutes are, at present. taking a 
long time. The Committee recommend that the 
Ministry of Industrial Development should, in' 
consultation with the Department of Cabinet 
Affairs, so streamline the procedure in respect of 
such cases that the minutes of the Licensing Com­
mittee in respect of such cases are finally ap­
proved and circulated within three weeks of the' 
date of the meeting of the LicenSing Committee. 

The Committee note that 80 far Government 
have been unable to give clearance under the 
MRTP Act in respect of only 4 applicants. They 
are, however, distressed to find credence in the 
complaints made to them of considerable delays­
taking place in the disposal of appUcations for 
clearabee under the Act. In 110 cases disposed 
oft' by the Department of Company Affairs by 
15th Novernber, '1971 without reference to the 
MRTP 'Commission, only 16 cases were disposed 
off, within the statutory thne-limit of 90 days, 
while roughly ~ per cent of ih~ cases took more 
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than 6 months for disposal. 5 out of 6 cases dis­
posed off after reference to the Commission took 
between 8 to 10 months for final disposal by the 
Department of Company Affairs. The Commit­
tee also note that of the 61 cases pending with 
the Department of Company Affairs on 15th 
November 1971, 23 were pending for more than 
6 months. Similarly, MRTP CQInmission has also 
exceeded the statutory time limit of 90 days in 
respect of all the 12 cases pending WIth them on 
15th November, 1971. Thus the statutory time 
limits for disposal of applications for clearance 
under the MRTP Act are generally not being 
adhred to either by the Department of Company 
Affairs or by the MRTP Commission. The Com­
mittee are unable to appreciate the reason adduc­
ed by the Department of Company Affairs that 
the various process to be undergone under the 
provisions of the MRTP Act take time, aR they 
believe that t~ese factors must have been taken 
into account while laying down the statutory time 
limits. The Committee would like the Depart­
ment of Company Affairs as well as the MRTP 
Commission to seriously try to compress their 
inquiries, investigations and proceRses within the 
statutory time-limits and see that r.ases which are 
not disposed of within those time-limits are an 
exception and not the rule as happens to be case 
at present. 

The Committee would also like the Ministry 
of Industrial Development to identify and cut out 
pockets of avoidable delays in the the existing 
procedures and processes in that Miuistry in re­
gard to licensing applications requiring clearance 
under the MRTP Act, especially the procedure ' 
whereby, after the decision of the Licensing Com­
mittee, the Licence Committee Section of that 
Ministry fo,rwards the case to the Administrative I 
Ministry/Section concerned requesting them to 
ask the parties to obtain either a clearance under 

---------------------------~-----------------------
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the MRTP Act, or a certificate of non-applicabili­
ty of that Act in regard to the case, from the 
Department of Company Affairs, which neces­
sarily takes time. 

The Committee note that the Foreign Invest­
ment Board was set up precisely for the purpose­
of minimising procedural delays and expeditious 
disposal of foreign collaboration cases, that time­
limits have been laid down felr different stages in 
the disp')sal of application, that there is a proce­
dure whereby an application must be brought 
up before the F.I.B. or its Sub-Committee at the 
expiry of the period of two months from the date 
of its receipt, and that every effort is made to 
give final decision on an application within g(}: 
days of its receipt. The Committee are, however~ 
unh~ppy to find that despite all these measures. 
considerable delEl:V~: cuntinue to take place in the 
disposal of applications for foreign investment and 
collaboration. Of the applications disposed of 
during 1971, as many as 60 per cent took more 
than 6 months for disposal while 40 per cent of 
the cases pending on 1st January, 1972 were more 
than six months old. The Committee would like 
Government to reapprise the system to find out 
why and where the delays are taking place in­
the disposal of these applications and take such 
remedial measures as may be necessary for the' 
disposal of applications in three months time, in­
cluding the introduction of an effective system of 
centralised watch being kept over the step by step' 
progress of disposal of applications. 

The Committee welcome the idea of simul­
taneous consideration of licence application by 
the Licensing Committee and the applicatioll for 
foreign collaboration by the Foreign Investment 
Board in cases where the party is ready with both 
the applications and submits them together. The 
Committee would like Government to publicise-

----- -----
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this procedure for general info,rmation so that­
parties wishing to take advantage of this proce­
dure may submit both the applications together 
and avoid the delay involved in the consecutive 
processing and consideration of these applica­
tions. 

The G:nnmittee note that gUidelines have been, 
issued in 1969 to the Administrative Ministries I 
Departments for the consideration of applications 
for foreign collaboration. They recommend that 
suitable public notices may also be issued for 
general information so that prospective entrepre­
neurs know before hand what type of proposals', 
for foreign collaboration would be acceptable to­
Government. 

Long delays have been observed by the Com­
mittee in the disposal of applications fo,r clear­
ance relating to import of capital goods also. The 
Committee have fou,nd that, in spite of definite 
time limits fixed for various stages involved in 
disposal of these applications, in no less than 9fr 
per cent of the cases disposed of during 1971, the 
c]eJrance for import of capital goods took more 
than 6 months. The Committee have. in paras 
2,,29 and 2.40 of their Seventeenth R'=!port (Fourth 
Lok Sabha) on D.G.T.D., also pointed out the' 
delays in the disposal of applications for Capital 
Goods Clearance and have made certain sugges­
tions. The Committee would h'=!l'l::! again point 
(lut that Capital Goods Clearance beIng one of 
the conditions precedent for the cnnversion of the 
letter of intent into aa indust~ial licer,ce, any de­
lay in Capital Goods Cl(>ar~nc(' ull i mately affects 
the time taken in the issue of an indllsbial licence 
and the actual setting up of the industrial capa­
city. The Committee would. therefore, like Gov­
ernment to review the procedures at present be­
ing observed for different stages involved in the 
consideration and disposal Of these eases so as to' 
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ensure that this clearance is given to the party 
within two. months. The Committ~e would, in 
particular, commend for adoption a procedure 
whereby the application must be brought before 
the Capital Goods Committee at the expiry of a 
certain period whether the comments of the ad­
ministrative or other authorities concerned 
have been received or not. and the introduction 
of an effective system of centralised watch being 
kept over the step by step progr~ss of disposal 
of applications. 

The Committee consider that the procedure 
for simultaneous consideration of licence appli­
cation and the application for clearance relating 
to import of capital goods would ;tvoid delay in­
herent in their consecutive processing and consi­
deration. It should, however, not be compulsory 
for all the applicants for the issue of an industrial 
licence to submit simultaneously an flpplication 
for the clearance relating to imp')rt of capital 
goods also. The procedure could be observed 
on)y in cases where the p'3.rty is ready with both 
the applications and submits them together, The 
Committee would, therefore, recommend that the 
procedure for simultaneous ";onsideration of 
licence application and the application for clear­
ance relating to import of capital goods at the 
option of the party may be introductrl and pub­
licized for general information so that the parties 
wishing to take advantage of the option &vailable 
under this procedure, may submit both the appli­
cations together. 

The Committee note that delays are taking 
place in the issue of clearance for the issue of 
capital under the Capital Issues (Control) Act. 
The Committee have been informed that Gov­
ernment propose to print guidelines as an in­
Appendix to the appliaction form so that the 
applicant may furnish complete inforamtion in 
the first instance. They have also been informed 
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that the procedure has beell recently rationalis­
ed. The Cqmniitte~ hqp'~' that as a result of' 
these measures clearance would be forth-coming. 
in 'lesser time. 

The Committee recommend that instructions, 
should be issued to all concerned that when an 
application for conversion of a letter of intent 
into an industrial licence is received after com­
plying with the conditions prescribed, the party 
should be is~ued the licence, or informed of the 
reasons why it cannot be issued, within a period 
of not more than three weeks of the receipt of 
the application. The Committee also recom­
mend that all applications for conversion of a 
letter of intent into an industrial licence should 
be routed centrally through the Ministry of In­
dustrial Development who should be responsible 
for progressing of such applications and for strict 
observance by the administrative Ministriesl' 
Sections of the time limit laid down. 0 

The Committee recommend that all applica­
tions for the revalidation of letters of intent 
should be routed centrally through the Ministry 
of Industrial Development. Copies of commu­
nications by administrative Ministries etc. to 
parties infonning th~m of, the final decision of 
Government on such applications and indicating 
the reasons in case of rejection, should also be 
endorsed to the Ministry of Industrial Develop­
ment. The Committee also recommend that the' 
Ministry of Industrial Develonment should issue 
instrutclons to ail concerned as regards the 
time limits to be observed for the disposal of' 
such apl>.~ications both where the Ministries are' 
empowered to finally take a decision on the ap-

. plication as A lqo for the disposal of ca~es which 
are required to be brought before the Licensinl( 
Committee. and keep a strict watch on its obser­
vanee. 
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',72. 5.54 

tralised record is being maintained on the im­
plementation of the industrial licences issued 
and it is left to the administrative Ministries 
etc. to see that the party takes 'effective steps' 
for setting up the licensed capacity in six 
months time and actually sets up the capacity 
within 12 months of the issue of the licence. 
The first extension, limit of which is not clearly 
specified, can also be granted by the adminis-

trative Ministries etc. without reference to the 
Licensing Committee. In the absence of a cen­
tralised record, Government have not been able 
to furnish data on the implementation of licences 
issued. The Committee are, therefore, unable to 
assess the progress made in the implementation 
of the licences or to see as to what extent the 
non-implementation is on account of reasons 
that are genuine. Since what is of substance is 
the actual setting up of the industrial capacity 
and not the issue of an industrial licence, the 
Committee recommend that Government should 
expedite the setting up of a central agency, al­
ready under their consideration, which should 
not only maintain a record, but also keep a 
strict watch and actively progress the licence 
appliactions from the time of their receipt to the 
stage of actual setting up of the capacities licen­
sed for. 

The Committee also recommend that all appli-
cations for revalidation of industrial licences 
should be routed centrally through the Ministry 
of Industrial Development and copies of commu­
nications to parties indicating the final decision 
on those appliactions should also .. be. endorsed 
to that Ministry. The Ministry of Industrial 
Development should also issue instructions to 
all concerned as regards the time . limits to be 
observed for disposal of such applications and 
keep a strict watch on its observance. - " 
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The C"mmittce would suggest that the lustfUl':-
twns to We aOllUnJstratlve lVlinistries HI rcganl 
to the procedures and time limits to be observ­
ed by tucm JIJ regard to c.hsposal of apIlJicatiou!) 
at various stages in the industrial licensing 
process should be issued after approval of the 
Cabinet Committee on K:uuomic COOJ'dinatioll 
and there shouJd be a system of periodically rc­
porting to the Cabinet Committee on Economic 
Coordination cases of delay in disposal beyond 
a certain period. 

The Committee lIote that at pl'l'scnt if it is 
proposed to reject an application Jor issue of 
letter of intent/industrial licencf' 01' to revoke a 
licence already issued, the party is afforded an 
opportunity to represent his case before final 
decision is taken. They also note that no sys­
tem of appeal has been provided for as the 'deci­
sions in the matter of industrial lkensing are in 
the nature of executive c\(·cisions taken 3t the 
highest level and there is a Reviewing Sub­
Committee consisting of non-officials which has 
the power to revi,:;\v all lic:mces is~ued, refused, 
varied. amended or evoked from time to time. 
The Committee have earlier in this report al­
ready recommend giving adequate publieity to 
the existence and I'ole of this not so widely 
known non-official b:,dy. At this staw' tl1f'\' 
would only recommend that if it j,; proposed to 
take an adverse decision at any ~bge nfindus­
trial licensing process. in order to rt';lSSlll't' tllP 
party that the deeision is fair and impnrti~t1, a 
show cause notice should invariably be issued 
to the party ,mel a final vie'"" in the matter taken 
after due consideration . of the representntion 
receivc'd, if anv. n1 the highest level. 

The Committee observe that long delays are 
taking place in the disposal of applications for 
issue of Carrying-on-Business Licences in res­
pect of industrial undertakings which have hpen 
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brought under licence under the new industrial 
licensing policy announced in February, 1970 
and that more than half of the 417 applications 

pending on 1-1-1972 were pending for over one 
year. Since without a COB licence the existing 
undertakings cannot get allocations and quotas 
of scarce raw ma' erials as also import licences., 
it is necessary that appliact.bns for such licences 
are disposed of quickly. nt least within the time­
limit of 60 days pre t'ribed therefo!'. The Com­
mitttee note tht' nssurance given to them that 
Government would try to speed up the clearance 
of these applications Dnd try to dispose of all 
the pending applications in about four month" 
time i.e. by about the end of April this year, amI 
hope that the industry will no long have any 
cause for compTa.:nt in this regard. 

The dec'ared aim of registration of units not 
rrquired to take out an industr;al lkence under 
the Inriustrial Licensing Policy in frJrce is onlv 
to organise the flow of ~dequate statistical in­
formation necessary for Government as well nl'i 

for entrep'reneurs in takinl'( decisions rel~vant 

ttl investment ~nrl ;ndu<:tri"'l rrrrowth. The Com­
mittee. theref)r". r"'''nrnm''n-l that GovermY'lenf. 
should ~ee th'1t. in th" r';j'-p of ~ll"h innu~+rial 
units. thp returns reauired to hp ~uhmitten ;'lrro 
krn+ t~ t.h ... rni"im\1m n'''-p~''~'''' fnr ~t~ti~ti"'Rl 
nuro ~~~. Thp ('nTYllT'jt+('(' W'1111rl i" n!1rt.irl1hr. 
like r.'Wf'rnmen+ +'" I"v:1mi"'f> wh",Inpr it ',Vrl1"" 

rervf' th,., n'lrnn'"p 'f ,1,,.. r"..,.:"tprpn l1"i+<: ..,h·p~,l.· 

in nrn-lUrtinn ~,.(' r,,""";rn ,..1 In fl1't'n;<'n t,.., fl,,,, 

C'pn+r~" tprb.,jc"l 1 ~ .. tn ~,.'+: ~- ~ -" ~"""'''r1 'n~rvl,,,._ 
ti~ rptllr,,"" "n ... ,,:-.~-, ..,f','" ~'t' ,..."""-tf',,1,, l·:'I·-i~ 

in;tf':ln nf f'V"''t'" m"n! l, 

'Tn ... ('nl"" ..... :++" .... """"1-,,,-:., ... th:'\t fh,.. Pll'~lk 
'R,,1~+~"',"~ ~..,,-l r",1"V'I~'f"'I;-'- ("",., .. "'~ " ... n T\.If';""; .... ~,."II .. 
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versed i~ the industrial licensing system and 
Governinent'slat~tpolicy on various aspects of 
it, so that the Cell could reaUybe of help to 
parties\vho choose to seek its advice in these 
ma~ters. The Committee also suggest that this 
Ce}l should' b~ i-ntegrated With the. Central Re.­
cord Agenc~' recommended by them earlier in. 
thE' report 50 that information in regard to the 
progress of aI licence application is readily avai-
lable, through it, to the appiicants.· , 
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