CHAPTER 3

INDUSTRIAL PERFORMANCE AND
POLICIES

Industrial production registered a decelera-
tion in growth during the first threc quarters
of 1989-90, but made a significant recovery in the
last quarter of the ycar, and almost sustained
the accelerated growth in the first 6 months of
of the fiscal year, 1990-91. There was a marked
decline in growth in the second half of the year.
The Index of Industrial Production (IIP) shows
a decelerated growth of 8.4 per cent in 1990-91
compared with 8.6 per cent in 1989-90. The
manufacturing sector which accounts for more
than three fourths of the total weight in the IIP,
however, performed relatively better by scaling a
higher growth of 9.2 per cent compared with
8.6 per centin the previous year. The two infra-
structure industries viz. Mining and Electricity
have shown a sharp deceleration in growth.
Production in the manufacturing sector has also
shown a slowdown in growth since September
1990. This may be attributed partly to bottle-
necks in the infrastructure sectors, particularly
energy and transport, and short-supplies of
some imported raw materials and components
due to foreign exchange constraints and partly
to the steady upward movement of the base
level of industrial production in the second half
of the previous year. The investment climate
which was slightly dampened in the initial months
turned brighter in the second half of the year.
The capital market presented a mixed trend of
buoyancy and slump.

Industrial Production in 1989-90

3.2 There was a mild deceleration in the growth
of industrial production in 1989-90. The overall
industrial growth, measured by IIP was
8.6 per cent during the year compared with 8.7
per cent in the previous year, 1988-89. The dece-
leration was due to lower performances by the
manufacturing and mining sectors. While the
electricity sector accelerated its growth from 9.5
per cent in 1988-89 to 10.8 per cent in 1989-90,
growth of the mining sector declined from 7.9
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per cent to 6.3 per cent and that of the manu-
facturing sector from 8.7 per cent to 8.6 per cent.
(Table 3.1) The growth in the mining and
manufacturing sectors was rather uneven during
1989-90. After recording more than 10 per cent
growth in the first two quarters of the year,
production of the mining sector decclerated to
3.5 per cent and 2.3 per cent in the third and
fourth quarters, respectively. The quarterly
growth pattern of the manufacturing sector was
just the reverse; marginally negative in the first
quarter but gradually picking up in the subse-
quent quarters touching a peak of 20.1 per cent
in t e last quarter.

TanLg 3.1
Annual Growth Rates in Major Sectors of Industry
L (Base : 1980-81)

Year Mining  Mapu- Electricity Geperal
facturing

Weight (11.46) (77.11) (11.43) (100.00)

M @ ©)] ) o)
1981-82 17.7 7.9 10.2 9.3
1982-83 12.4 1.4 5.7 32
1983-84 11.7 5.7 7.6 6.7
1984-85 8.8 8.0 12.0 8.6
1985-86 4.2 9.7 8.5 8.7
1986-87 6.2 9.3 10.3 9.1
1987-88 3.8 7.9 7.7 7.3
1988-89 7.9 8.7 9.5 8.7
1989-90 6.3 8.6 10.8 8.6
1990-91 3.5 9.2 8.6 8.4

3.3 Among the seventeen major industry groups
in the manufacturing sector, six industry groups,
viz. Beverages and Tobacco, Paper and Paper
Products, Electrical Machinery, Metal Pro-
ducts, Cotton Textiles and Leather and Leather
Products with a combined weight of 25.67 per
cent in the IIP recorded accelerated growth. Two
industry-groups, viz. Jute Products, and Basic
Metals and Alloys with a combined weight
of 11.8 per cent recorded ncgative growth.



The remaining nine industry groups with a ccrabi-
ned weight of 39.64 per cent recorded decelerated
growth. Electrical Machinery and Appliances
group (including electronics) which had suffered
a severe set-back in production in 1988-89 made a
{ smart recovery and recorded the highest growth
rate of 32.7 per cent among all the seventeen

industry groups.

Industrial Production in the Sixth and Seventh
Five Year Plans

3.4 The Seventh Five Yecar Plan had targeted
an annual growth of 8.7 per cent in industrial
production and 8 per cent in the production of
the manufacturing sector. Average annual
growth of industrial production actually achieved
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during ths Plan was only 8.5 per cent which
fell short of the target marginally because of
lower performance by the mining and electricity
sectors (Table 3.2). The manufacturing sector
cxceeded the target by achieving an average
annual growth of 8.8 per cent. But the perfor-
mance of the sector was not uniformally good
across the industry groups. Production in three
industry groups, viz. Beverages and Tobacco,
Jute Products, and Wood and Wood Products
declined over the Plan period. Production of
five industry groups-Leather and Leather Pro-
ducts, Chemicals and Chemical Products, Non-
metallic Mineral Products, Electrical Machinery
and Appliances, and Other Manufacturing Indus-
tries exceeded the targets.

TasLg 3.2

Trends in the Performance of Manufacturing Sector

(Base : 1980-81 == 100)

Annual Growth Rate (Per cent)

industry Group

Weight  Sixth  Seventh 1985-86 1986-87 1987-R8 1988-89 1989-90 Seventh 1990-91

Code
Plan Plan Plan  ———
average@ Target 1934-85 1985-86 19356-87 1937-38 1988-89 average 1989-90
e @ @ @ ® ©® » ® © g (qy
20--21 Food products . 533 5.1 6.4 4.7 6.1 44 6.8 1.6 47 123
22 Beverages, Tobaccoand products . 1.57 2.9 0.4 —i2.1 —13.8 85 118 —1.0 1.1
23 Cottop Textiles . . . 12.31 0.9 8.0 t.9 —1.2 31 4.2 2.0 179
25 Jute, Hemp and Mesta products 2.00 1.0 50 —2.2 40 —10.0 120 —4.8 —0.2 38
26 Textile producis (lucluding wearing
apparel other than footwear) 0.82 1.0 13.0 —22.8 5.3 46.3 13.0 12.0 -31.6
27 Wood and Wood products 0.45 23.0 8.5 3.1 10.3 —34.3 6.2 25 24 126
28 Paper and Paper products 3.23 7.5 12.6 9.9 1.9 3.0 6.0 6.7 8.9
29 Leather and Fur products . 0.49 10.7 4.3% 211 5.0 44 44 6.} 6.4 3.0
39 Rubber, Plastic, Petroleum and Ceal
products . . . 4.00 10.4 62 39 22 3.7 8.5 3.1 34 03
31 Chemicals and Chemical products 12.51 9.4 9.5 8.1 13.7 14.5 16.2 6.1 11.7 2.7
a2 Non-Metallic Mineral products 3.00 8.8 56 13.7 1.9 —1.4 16.8 2.9 6.8 L.7
33 Basic Metals and Alloys 9.80 2.1 R.1 90 8.4 6.9 6.9 0.8 6.1 9,0
34 Metalproductsand parts 2.29 1.7 9.2 8.5 4.1 3.0 6.8 6.3 0.3
a5 Machinery and Machine Tools 6.24 6.4 11.8 2.0 8.9 1.8 15.8 6.7 6.3 8.1
36 Elect-ical Machinery and appliances 5.78 10.7 12.5 4.8 27.0 31.6 32 32,7 259 2.6
37 Transport Eguipment 6.39 2 10.8 32 6.7 4.8 2.8 5.7 6.6 6.1
38 Other Manufacturing 0.90 9.5 9.8%e¢ 24 3 54 2 15.6 12. 8.8 231 -—-3.2
Div—21-3 Manufacturing . 77.11 58 &0 97 93 79 87 86 88 92
Div.! Mining & Quéarying 11.46 12.7 13.0 4.2 6.2 3.8 7.9 6.3 5.7 3.5
Div. 4  Electricity 11.43 8.9 12.0 8.5 10.3 7.7 9.5 10.8 9.4 8.6
GENERAL . 100.00 7.0 8.7 8.7 9.1 7.3 8.7 8.6 8.5 8.4

*includes tubber
sepycludes rubber
s#e]ncludes metal producis
@ Average for four years only (1981-87 to 1984-85)
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3.5 Table 3.3 ocutlines the scctor-wise
average anpual growth rate of industrial
preduction in the seventies, in the eighties and in
the Sixth and Seventh Five Year Plan periods.

TABLE 3.3

Average Annucl Growth Rates of Industrial Production
Sectoral Grewth Rates: (in per cent)

Manu-

Period Mining Blectricity General
facturing

o)) (2) (3) @ e
1970-71 o
1980-81 4.3 4.0 7.3 4.4
1981-82 to
{989-90 8.8 7.3 9.1 7.8
1981-82 to
1984-85 12.7 5.8 8.9 7.0
1985.86 to
1989-90 5.7 8.8 9.4 8.5
Note : Growth rates for the period 1970-71 to  1930-81

hive been worked out from the Index of Industrial
P.oduction with bate 1970 = 100 and (or the
period frem 1981-82 opwards from the rew P with
base 1980-81 = 100. The two sets of indices are
not strictly comparable because of the differences
ip cove.age aud weights.,

3.6 Compared to the Sixth Plan, the Seventh
Plan has achieved higher annual growth rates
in the manufacturing and electricity sectors.
However, the annual growth of the mining sector
showed a substantial decline from 12.7 per cent
in the Sixth Plan to 5.7 per cent in the Seventh
Plan. An analysis of the comparative growth rates
of the major industry groups in the manufactur-
ing sector in the Sixth and Seventh Plan
periods shows that in the Seventh Plan
growth rates of Beverages, Tobacco and Prodacts,
Wood and Wood Products, and Rubber, Plastic,
Petroleum and Coal Products have decelerated
and those of Textile Products, Basic Metals and
Alloys, Metal Products and Parts, Electrical
Machinerv and Appliances and Other Manu-
factured Products have accelerated significantly.

Industrial Production in 1990-91

3.7 Growth of industrial production continued
to be on the deceleration track during 1990-91
also. The General Index has recorded a
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growth of 8.4 per cent during the year com-
pared with 8.6 per cent in the previcus year.
The deceleration in growth was confined to the
mining and clectricity sectors. Growth of the
mining sector declined from 6.3 per cent to
3.5 per cent and that of the electricity sector
from 10.8 per cent to 8.6 per cent. The manu-
facturing sector, however, recorded an accelera-
ted growth of 9.2 per cent in 1990-91 as against
8.6 per cent in 1989-90.

3.8 The Index of Industrial Production had
recorded an accelerated growth of 11.7 per cent
in the first half of 1990-91 because of a com-
paratively lower base prevailed in the corres-
ponding period of 1989-90. Due to a relatively
higher base during the second half of the year
1989-90, the 11P for the third and fourth quarters
of 1990-91 have shown a growth of only 4.9
per cent and 6.3 per cent respectively. Cons-
traints in oil supply, bottlenecks in infrastructure,
cut in government expenditure, cost escalation
and supply shortages of imported raw materials
and components in the wake of the foreign
exchange crisis had affected industrial growth.
However, the Index of Industrial Production
which had shown a decline since June 1990
recovercd from November 1990 onwards. Since
there was a sharp upward movement of index
during the last quarter of 1989-90, recording
a growth of 16.1 per cent, the growth of industrial
production during the last quarter of 1990-91
was only a modest 6.3 per cent.

3.9 Industry Group-wise data available at 2-
digit level of industrial classification shows that
out of the seventeen industry groups in the manu-
facturing sector, fourteen industry groups with a
combined weight of 71.4 per cent in the 1IP
recorded positive growth ian 1990-91. M:nu-
facture of Electrical Machinery and Appliances
(which include electronics) recorded the highest
growthof 22.6 percent followed by Cotton Textiles
(17.9 percent), Wood and Wood Products (12.6
per cent), Food Products (12.3 per cent), Basic
Metals and Alloys (9 per cent) and Paper and
Paper Products (8.9 per cent). Production of
three industry groups viz., Textile Products (in-
cluding wearing apparel), Rubber, Plastic,

Petroleum and Coal Products and Other Miscel-
lancous Manufacturing Industries declined by
31.6 per cent, 0.3 per cent and 3.2 per cent res-
pectively.
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Monshly Indices of Industrial Production

(Base : 1980-81 = 100)

Manufacturing General Tndex
Month e — -
1988-89 1983-90 1990-91 1988-89 1989-90 1990-91
April 166.0 (9.4) 168.5(1.5) 190.3(12.9) 169.9 (8.4) 177.5(4.5) 197.2(11.1)
May 167.8(17.8) 166.3 (-~C.9) 196.1(17.9) 173.3(15.8) 175.7(1.4) 201.7(14.8)
June 177.5(13.3) 176.1 (—0.8) 199.1(13. 1) 179.1(12.3) 181.4(1.3) 203.4(i2. 1)
July 166.6(2.1) 172.3(3.4) 196.5(14.0) 169.6(2.2) 178.5(5.2) 201.9(13.1)
August . 166.3(10.9) 174.4 (4.9) 197.2(13.1) 169.4(8.9) 181.3(7.0) 201.0(10.9)
September 168.3(8.0) 176.9(5.1) 195.9(10.7) 171.6 (1.2) 183.4(6.9) 198.1(8.0)
October 168.5(10.6) 177.6(5.4) 193.3(3.8) 174.6 (10.4) 186.0 (6.5) 200.3(7.7)
November 174.4(7.5) 192.7(10.5) 197.9(.7) 181.0(8.6) 198.6(9.7) 201.9(1.7)
December 187.6(10.2)  205.9(9.8) 216.3 (5.1) 194.5(10.6)  211.9(8.9)  223.4(5.4)
January 183.7(9.7) 211.1(14.9) 218.6(3.6) 192.7(10.1) 216.6(12.4) 226.0(4.3)
Pebruaiy 179.3(3.7) 204.3(13.9) 219.3(7.3) 186.3(5.1) 207.6(11.4y  222.7(7.3)
March . 201.5(4.3) 262.4(30.2)  277.4(5.7) 208.8 (6.2) 258.4(23.8)  277.1(7.2)
April—March 175.6 (8.7) 190.7 (8.6) 208.2(9.2) 180.9 (8.7) 196.4 (8.6)

212.9 (8.4)

NoTs :—Figures in brackets show percentage change over the previous year.

3.10 An analysis of the provisional production
data at the disaggregated level for the fiscal
year 1990-91 in respect of 155 selected indus-
tries with a total weighi of 85.5 per cent in the
IIP shows that out of the 143 manufacturing
industries with a combined weight of 63.1 per
cent, 85 industries (total weight 49.1 per cent)
recorded positive growth. The growth rates
were more than 10 per cent in 34 industries
(total weight 17.9 per cent). Production of
cloth in the decentralised scctor has gone up
by about 34 per cent. Commercial vehicles,
sugar, agricultural tractors, phosphatic ferti-
lizers, electric motors, electric generators, jute
manufactures, telephone instruments, auto ancil-

laries, and computer systems and peripherals
are some other major industries which have
recorded growth rates over 10 per cent. Major
industries which have shown decline in production
are pig iron, vanaspati, ferro-alloys, diescl
engines, mill made cloth, nylon and viscose
filament yarn, penicillin and tetracycline.

3.11 Table 3.5 gives the group-wise indices of
production and annual growth rates of the use-
based groups of all industries from 1981-82 to
1989-90. Group-wise growth rates of the 155
selected industries classified into use-based groups
for the years 1989-90 and 1990-91 are given in
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Tam33d3

Use-based Group Indices of Indusirial Prodysiten
{(Bouse : (S%LA1 = 100)

1985-86 1986.87 1987-88

Todustry Group Weight 1981-82 1982-31 1933.-84 1984.85 1988.89 10f5.co%

i 1 2 3 4 P 6 7 8 9 10 11
1. Bsic Goods . 3942 1109 1187 125.7 130.7 149.2 165.0 172.2 1892  199.4
(10.9) 6.0 (I1.1) (68 0.2 (6.6 (9.9 (6.4

1. Capital Goods 16.43  106.7 123.5 127.2 140.7 166.3 192.8 062 2573
6.7 G (3.0) (0.6 (182) (159) (1.0) (2.4

11 13 ermediate Goods 20.51  103.7 1149 1261 1355 141.5 145.3 165.4 i70.%
G.7 ©.8) 0.7 (1.5 @49 @8 (1.5 @3

IV. Coosumer Goods 23.65 113.8 113.8 122.0 137.3 1471 156.6 1637  173.5
(13.8) (—1.0) (L. (1.2) (2.5 (.0 (.5 @“2) (6.3

(2) Consumer Durables . . 2.55 110.9 40.5  170.8 202.8 2412 2601 297.2  296.1
(10.9) (6.1) (12.6) (18.7) (18.9) (1.8) (12.0) (1.7

(5) Consumer Non-Durables . 21,10 1141 11005 1161 129.4 1357 1441 1477 1589
(4.1) (-2 §)(--0.4 (.1 (1.5 @9 6.2) .5 (1.5

NoTE :—Figirre; within brackets indicate pe-centage change 0ver the preceding year.

*P.ovisional.

Table 3.6. As the teble indicates, thore weas
accelerated growth in consumer durables and
intermediate goods industiies and decelerated
growth in basic industries, consumer non-
durables and capital goods. However, capital
goods industrics have continued to show 2 high
growth rate of over 20 per cent in 1990-91 also.

TaBLE 3.6

Growth Rates of Scleotzd 158 Industrizs
(U.o based Gooup-wise)

Percentage change
over the previcus

Yelr

Iaiustry Group Weight e
198920 1990-91*

1. Basic Industries 35.36 £.0 4.3
2. Consumer Durables . 2.20 1.9 10.9
3. Csnzumer Noo-Durables 19.56 6.1 5.2
4, Capital Goods 11.32 24.9 219
5. Intermedicte Goods 16.10 3.1 5.6
All Indusiries 85.54 8.3 2.5

*Provisional
Investment Climate and Capital Market

Investment Climate

3.12 Available indicators show that in spite of a
mild deceleration in the growth of industrial
production, investment climate continued to
§/73 M of Fin. /91—7

ramain bright in 1989-90. There wasa remar-
kable increase of 46.6 per cent in the approvals
granted for new capital issues. Financial assis-
tance sanctioned by All Indiz Financial Instj-
tutions during the year at Rs. 15035 crores was
10.9 per cent higher than Rs. 13564 croses sanc-
tioned in the previous year. Actual dishurce-
ments also increased by 8.7 por cent; from Ra.
3375 crores in 1988-89 to Rs. 9102 crores in
1089-90. The numbsar of industrizl licences
issued by conversion of letters of intent incrsa sad
marginally from 332 in 1988-89 to 334 in 1989-60,
Although there was a slight fall in the number of
Iztters of intent issued consequent te the deli-
censing of more industries, the totzl number
of approvals/registrations granted by the Secre-
taviat for Industrial Approvals (SIA) under the
delicensing scheme and in the exempted category
increased substantially (Table 3.7). But there
wiis 16.6 per cent fall in the units registered with
tir Directorate General of Technical Develop-
rment (DGTD), from 651 in 1683-89 to 543 in
1989-90. Therz was also a2 sharp decline in the
rumber of cases of forsign collaborations appre-
vid hy the Foreign Investment Board, from 636
i 198889 to 595 in 1929-90. On the oiher
hend, value of capital goods import approved
By the Copitel Goods Import (Main) Committee
increased from Rs. 1037 croves in 1988-30 1,
Rs. 1633 crores in 1989-90,

Py
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Tamx 3.9

Selested Indicators on Industrial Approvals and Sanctions

(Numbers)
st Indicators 1988-89 1989-90 1990-91
No.
1 2 3 4 5
1. Frosh approvals for setting up new industrialcapacities :
(2) Letters of Intent Issued . . . . . 1215 1155 931
(of which those issued for backward areas) (610) (550) (399)
(b) Registrationsissued by SIA under the scheme of delicensing 1125 1328 1345
(of which those issued for backward areas) (678) (751) (800)
{c) Registrations of Industrial Undertakings exempted fromlicensing 274 1008 1214
(of which thoseissued for backward areas) (199) (567) (639)
(d) Casesapproved under the scheme of Minimum Economic Scales (MES) 36 71 71
ToTAL . . . . . . . 2650 3562 3561
2. Industrial licences issued, cases approved for endorsement of higher
capacities under the scheme of re-endorsement and cases approved under
the scheme of broad-banding :
(a) Industrial licences issued by way of coanversion of letters of intent/
directlicences . . . . . . . 332 334 323
{of which those issued for backward areas) (149) (57) 137
() Carry-on Businesslicences issued . . . 58 67 51
(of which those issued for backward areas) n (16) )
(c) Re-endorsements made under the scheme of re-endorsemen: of capacity 204 65 143
(d) Cases approved under the scheme of broad-banding 75 93 55
TotAL . 669 559 574
3. Poreign coliabnration approvals on the basis of clearance accorded by FIB 636 595 640
4. DGQGTD registrations . . . . 6s1 543 404
(of which those issued for backward areas) 321) (252) (188)
5. Capital Issues (Approvals) (Rs. crores) 8235 12076 17632
6. Importof Capital Goods (Approvals) by Main Committee (Rs. crores) 1037 1633 854
7. Total PFinancial Assistance by All-India Financia] Institutions* (Rs. crores)
(2) Sanctions 13564 15035 19385
(t) Disbursements 8373 9102 11643

*IDBI, IFCI, ICICL. UTI, GIC, LIC and SIDBI



3.13 Investment climate in 1990-91 although
remained somewhat dampened in the first half
of the year by the mixed behaviour of the avail-
able investment indicators turned brighter in the
second half of the year. Approvals granted by
the Controller of Capital Issues (CCI) for new
capital issues during the year at Rs. 12632
crores was about 4.6 per cent higher than
Rs. 12076 crores approved in the previous
year. Registrations granted under the exempted
and delicensed categories for setting up new
industrial capacities have increased substantially.
More foreign collaborations were approved in
the year than in 1989-90. However, fresh
DGTD registrations and approvals granted for
import of capital goods by CG (Main) Committee
showed a marked decline over the previous
year. Less number of industrial licences and
letters of intent were issued during the year
than in 1989-90. Financial assistance sanctioned
by the All India Financial Institutions during
1990-91 at Rs. 19385 crores was 28.9 per cent
more than Rs. 15035 crores sanctioned during
the previous year. Disbursements also had gone
up by 27.9 per cent from Rs. 9102 crores in 1989-
90 to Rs. 11643 crores in 1990-91.

Capital Market

3.14 The capital market which had turped buo-
yant in 1988-89, continued to rule firm during
1989-90 with activities in both the primary and
secondary markets touching new heights, in terms
of new capitalissues and appreciation in the values
of shares. Approvals for new capital issucs
(including bonus shares) granted by the CCI
during the year at Rs. 12,076 crores recorded
a significant increase of 46.6 per cent over
Rs. 8,235 crores in 1988-89. The number
of companies to which approvals were gran-
ted also increased from 908 in 1988-89 to 1,038
in 1989-90. Out of these approvals, the actual
issues, excluding bonus shares, by non-govern-
ment public limited companies other than term-+
lending institutions, is estimated at Rs. 6,437
crores by 408 companies in 1989-90 compared with
Rs. 3,165 crores by 341 companics in 1988-89,
marking a quantum jump of over 104 per cent.
The stock market, by and large, continued to rule
firm during the year but for some short spells of
slump in June, August and February. The annual
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average of RBI's All Indis Weekly Index
Number of Ordinary Share Prices (Base 1980-81
=100) moved up from 247.5 in 1938-89 to 359.4
in 1989-90 recording an increaso of 45.2 per cent.
On a point to point basis, the Index at 400 for the
week ended March 31, 1990, registered an
increase of 25.9 per cent over 317.7 for the week
ended April 1, 1989.

3.15 The capital market has been presenting
a mixed trend during 1990-91. The primary
market remained subdued till the end of the
third quarter of the year and then made a smart
recovery in the last quarter. Approvals for new
issues granted by the CCI during the year at
Rs. 12632 crores (including bonus shares) to
1146 companies was 4.6 per cent higher than
Rs. 12076 crores granted to 1038 companics
in 1989-90. Acutal issue of new shares and
debentures (excluding bonus shares) in the
market by 353 non-Government public limited
companies (other than term lending institutions)
during the year at Rs. 4130 crores marked a
decrease of 36 per cent over the previous year’s
actual issue of Rs. 6473 crores. The buoyancy
in the secondary stock market witnessed in
1989-90 continued unabated till around the
middle of October 1990 when the RBUIs
All India Weekly Index Number of Ordinary
Share Prices (Base 1980-81 =100) peaked
to 654.2 on October 13,1990. Thereafter,
the equity prices had shown a declining
trend but recovered in the month of February
1991 and ruled easy upto the end of March 1991.
The avcrage of the Index for the year 1990-91
at 500, however, recorded a rise of 39.1 per
cent over the 1989-90 level of 359.4. The boom
in share prices witnessed till mid-October 1990
can be partly attributed to some strong contri-
buting factors like encouraging corporate results,
acceleration in the growth of industrial produc-
tion since the last quarter of 1989-90, paucity
of floating stocks of bluec chip companies, mobi-
lisation and deployment of large resources by the
mutual funds and a substantial decline in the
number and amount of new capital issues. The
Gulf-crisis, and the not-so-bright outlook of
industrial production in the following months
are some of the factors which contributed to the
dampening of share prices since October, 1990.



3.16 The tremendous growth of the capital
market in recent years has thrown up soms
issues and problems which need to be tackied
to ensure that the market functicns in a healthy
and orderly manner and sustains investors’
confidence. With these objectives in view, a
number of policy measures to regulate the capiiz]
matket have been initiated by the Government
in the past one year. The major regulatory
raeasures initiated during 1990 in the fields of
pnew issues, merchant banking, mutual funds

and transactions in the secondary stock market
are discussed in the following sections.

(i) New Issues :

3.17 Fresh guidelines were issued in April,
1990 stipulating that when new shares/debentuies
are issued by companies, allotment can be made
only if 90 per cent of the amount issued is subs-
cribed. Subscriptions received against rights/public
issues will be kept in specified bank accounts and
companies would not have uccess to such funds
unless they have received an approval from the
concerned regional stock exchange(s) for allot-
ment. In July 1990, the Government released to
the public the guidelines followed for the valua-
tion of sharesand fixation of premia with a view
to bringing more transparency and openuess
in the system.

(ii) Merchant Banking :

3.18 With a view to bringing more transparency
in the operations of Merchant Bankers, new guide-
linecs on Merchant Banking have been issued by
the Government in April, 1990. All merchant
bai’ 203 woist now Obtain authorisation from the
Securitics and Exchange Beard of India (SEBI)
which has been entrusted with the task of super-
vising their activities.

3.19 In June 1990, guidelines regarding the
cost of public issues were modified with the
@bjective of enabling companies to make suitable
payments to merchant bankers. The limits of 0.5
per cent and 0.2 per cent of fees payable to
managers to the issue of equity and convertible
debentures would be applicable for issues upto
Rs. 25 crores (instead of Rs. 5 crores earlier)
and for issues exceeding Rs. 25 crores (instend
of issuesexceeding Rs. 5 crores earlier), respec-
tively.
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(ili) Mutual Funds :

320 In June 1990, Government issued
guidclines for the development and orderly
functioning of Mutual Funds. All mutual funds
except those established under statutes, shail be
constituted as trusts, would require approval
of the CCI and have to be registered with the
SEBIL. They should not, normally, invest more
than 25 per cent of their assets in money market
instruments, engage in term-lending and under-
take investments in immovable property except
for self-use. No mutual fund shall invest wmore
than 5 per cent of its assets in the shares of any
company and in more than 5 per cent of the total
shares of any company under any one scheme.
The maximum spread between the purchase and
sale prices of units/shares of any scheme shouid
not exceed 7 per cent of the sale price. They must
distribute 80 per cent or more of the income
earned during any year to the unit/share holders.

(iv) Transactions in the secondary stock market

321 In May, 1990, Government issued a set
of guidelines in order to make the trausactions
in shares and debentures by All India
financial and investment institutions more open
and transparent.

3.22 With a view to preventing clandestine take-
over bids and also to protect the interests of
minority sharcholders, Government amended
Clause 40 of the Listing Agreement in May, 1990
by substituting it by Clauses 40-A and 40-B. Clause
40-A relating to substantial acquisiticn of shares,
inter-alia, provides thata person shall not acquire
10 per cent or more of the voting rights in a com-
pany unless he notifies the Stock Exchange and
fulfils conditions specified in Clause 40-B. The cut-
off point for making a public announcement of
take-over offer has been brought down from
the earlier level of 25 per cent of the voting
capital of a company to 10 per cent under the
new Clause 40-B.

3.23 In June 1990, Government issued guide-
lines clarifying that all new shares should be
traded and delivered for old shares provided that
the new shares have been traded and delivered at
least one day in the relevant settlement period with
necessary adjustment for dividend.



Performances of Selected Basic Industries
Steel

3.24 There wasa downslide in steel production
in 1989-90. Production of saleable stcel by the
six integrated steel plants drifted from 9.21
million tonnes in 1988-89 to 9.03 million
tonnes in 1989-90 because of lower perfor-
mance by three Steel Authority of India
(SAIL) plants of Durgapur, Rourkela and TISCO.

3.25 Aggregate production of saleable steel by
the five integrated plants of SAIL during the
year at 7.06 million tonnes was Z.8 per cent
lower than the previous year’s production of
7.26 million tonnes. (Table 3.8) SAIL could
achieve only 90 per cent of its production target
of 7.81 million tonnes. Labour unrest and
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shortages in the supplies of coal and power were
the major factors which affected the production.
The Seventh Five Year Plan had set a terminal
year target of 9.73 millicn tonnes for the proauc-
tion of salcable steel by the integrated steel
plants. Actual production in 1989-90 at 9.03
million tonnes fell short of the target by 7.2 per
cent.

3.26 Estimated production of finished stecl
{(including that of the secondary sector) during
1989-90 at 13 million tonnes was 1.2 per cent
higher than the previous year’s production of
12.84 million tonnes, More than 46 pegcent of
the production of finished steel (6 million tonnes)
has come from the secondary sector (mini steel
plants) which is fast emerging as an important
sector in stecl production.

TAsLE 3.8

Performance of Steel Sector

(Million Tonnes)

Percentage change

Item 1987-88  1988-89 1989-90 1990-9i% 1988-89  1989-90 1990-91
1987-88  1938-29 1989-90
14y 2) &) Q)] (5) (6) ¥)] 3
1. Production of Saleable Steel by Main
Producers :
(a) SAIL 6.67 7.26 7.06 7.38 8.8 -—2.8 4.5
(b) TISCO 1.92 1.95 1.97 1.95 2.6 1.0 1.0
ToTAL 8.39 9.2} 9.03 9.53¢ 7.2 —2.0 55
2. Production of Finished Steel :
(a) Main Producers . 6.57 7.09 7.60 7.19 7.9 1.3 2.7
(b) Secondary Producers . 5.1 5.15 6.00 6.21 12.5 4.3 i
ToraL . . . . . 11.68 12.84 13.00 13.40 9.9 1.2 3.1
3. Production of Pig Iron by Main Producers 1.17 1.01 1.23 0.87 -—13.7 21.8 29.3

£Provigional.
*Including 0.20 million tonnes by VSP.



3.27 There has been a modest recovery in steel
production in 1990-91. Production of saleable
steel by the seven integrated steel plants (inclu-
ding Visakhapatnam Steel Project (VSP) which
commenced production in 1990-91) during the
year at 9.53 million tonnes was 5.5 per cent
higher than 9.03 million tonnes produced in
the previous year. SAIL had improved its
capacity utilisation from 81 per cent in 1989-90
to 84 per cent in 1990-91. TISCQ’s production
slipped marginally by 1 per cent. Total produc-
tion of finished steel (including that of the secon-
dary sector) during 1990-91 estimated at 13.4
million tonnes was 3.1 per cent higher than the
production of 13.0 million tonnes in 1989-90.
As a major policy change, Government have now
decided to encourage the production of steel in
the secondary sector by licensing a few new units
which are based on new energy saving technology
and use of sponge iron in place of the
econventional scrap iron.

3.28 Production of saleable pig iron by the
main producers increased substantially during
1989-90. Production at 1.23 million tonnes
during the year was 21.8 per cent higher than the
production of 1.01 million tonnes in 1988-88.
Demand for pig iron during 1989-90 was esti-
mated at around 1.75 million tonnes. The
gap in indigenous production was partly filled by
imports estimated at 0.31 million tonnes.

3.29 There was a substantial fall in the produc-
tion of saleable pig iron by the main steel plants
in 1990-91. At 0.87 million tonnes, production
during the year was lower by 29 per cent than
the production of 1.23 million tonnes in 1989-90,
All the SAIL plants except IISCO in accordance
with the plan for the year, curtailed their produc-
tion of pig iron in order to concentrate more on
the production of higher value added steel items
than on uneconomic production of pig iron.
Demand for pig iron during 1990-91 was esti-
mated at 1.85 million tonnes. The gap in indi-
genous production was partly filled by imports
estimated at 0.17 million tonnes. Government
have decided to permit production of pig iron in
the secondary sector. With more pig iron units
coming up in the secondary sector, it is expected
that the pressure on integrated steel plants would
be reduced.

Cement

3.30 There wasa mild deceleration in the growth
of cement production in 1989-90. Production
during the year at 45.79 million tonnes recorded
a growth of only 3.4 per cent over the previous
year’s production of 44.29 million tonnes.
The industry had achieved a record growth
of 11.9 per cent in 1988-89 (Table 3.9).
The limited growth in cement production
during 1989-80 was contributed by large
size plants in the private sector, while the large
size plants in the public sector just maintained
the previous year’s level of production.

Tasrn 3.9

Production Performancs af Cement Sector

(Million Tonnes)

Percentage change

plants 1987-88 198889 1989-90  1990-91£ 1988-39 1989.90 1990-91
192788 1938-89 1989-80
1)) (3] 3) 4 s ) @) ()
_‘l—.—iu'go Size Plam;} »
(i) Public Socter 5.11 5.29 529  4.96 3.5 Noch. —§.2
(ii) Private Boster 3232 36.47  37.68 40.81  12.8 3.3 8.3
2. White/3ini Gement Plants . 216 1.5 2.82 3.0 17.1 1.5 .6
TotaL 9.50 4429  45.79  48.86  11.9 34 6.7

£Provisienal.



3.31 The Ssvanth Plan had targeted the installed
capacity and production of cement in the terminal
year of the Plan at 62 million tonnes and 49
million tonnes respectively. Actual preduction
in 1989-90 at 45.79 million tonnes fell short of
the Plan target by 6.6 per cent. The installed
capacity of the industry at the end of March
1990 at 61. 85 million tonnes (57.03 million tonnes
in large plants and 4.82 million tonnes in white
and mini plants) was marginally lower
than the target. However, the country has not
only achieved selfsufficiency in cement pro-
duction but also exported some limited
quantities in 1989-90.

3.32 Cement production during 1990-91 at
48.86 million tonnes was 6.7 per cent higher than
the production of 45.79 million tonnes in the
previous year. The increase in production has
come entircly from the large scale plants in the
private sector and the mini and white cement
plants. Production by public sector cement
plants declined by 6.2 per cent.

3.33 An additional capacity of 3.0 million
tonnes in large scale plants was added by the
cement industry during 1990-91, raising the total
installed capacity in large plants to 60.03 million
tonnes per annum including 2.2 million tonnes
under trial run.

Fertilizers

3.34 Production of chemical fertilizers (Nitro-
genous and Phosphatic) declined by 4.8 per cent
from 8.96 million tonnes in 1988-89 to 8.53
million tonnes in 1989-90. The fall was entirely
due to a severe set-back in the production of
phosphatic fertilizers, which declined by 20.4
per cent from 2.25 million tonnes in 1988-89 to
1.79 million tonnes in 1989-90. Inadequate
availability of imported phosphoric acid was the
main reason for the shortfall. Production of
nitrogenous fertilizers at 6.74 million tonnes,
however, recorded a nominal growth of 0.4 per
cent over the previous year’s production of 6.71
million tonnes (Table 3.10).

3.35 The Seventh Plan had set the terminal year
production targets of nitrogenous and phosphatic
fertilizers at 6.56 million tonnes and 2.2 million
tonnes respectively. Actual achievement in
1989-90 marginally exceeded the Plan target in
the case of nitrogenous fertilizers, but fell short
of the target in the case of phosphatic fertilizers.
Installed capacity of the fertilizer industry in
1989-90 remained at the previous year’s levels of
8.15 million tonnes of nitrogenous and 2.7
million tonnes of phosphatic fertilizers. The
overall capacity utilisation of the industry decli-
ned from 82.6 per cent in 1988-89 to 78.7 per
cent in 1989-90. Total offtake of fertilizer in
1989-90 at 11.69 million tonnes (including 1.18
million tonnes of potassic fertilizers) was less
than the target of 12.0 million tonnes.

TABLE 3.10

Production Performance of Fertilizer Sector

(Thousand Tonnes)

Percentage change

Product 1987-88  1988-89 1989-90  1990-9if 1988-89  1989-90 1990-91
- - 1987-88  1988-89 1989-90
48] ) o ) 3) Y] &) ()] )] ®

1. Nitrogenous : 5466.0 6712.4 6742.3 6993.1 22.8 0.4 3.7
(1) Pa{blic Sector 2649.8 3080.9 2882.3 2873.0 16.3 -—6.4 —0.3
(u) Private Se?tor 1615.4 2041.7 2209.8 2398.0 26.4 8.2 8.5
(1¥1) Co-operative Sector 1200.8 1589.8 1650.0 1722.1 32.4 3.8 4.4
2. Phosphatic : 1665.0 2251.6 1791.6 2045.1 35.2 —20.4 14.1
(l) Pu.blic Sector 510.0 670.6 435.6 510.9 31.5 —35.0 12.3
(11) Private Set':tor 865.8 1284.7 1132.3 1301.1 48.4 —11.9 14.9
(iii} Co-operative Sector 289.2 296.3 223.1 233.1 2.5 245 4.2
ToraL (142) 7131.0 8964.0 8533.7 9038.2 28.7 —4.8 59

£Provisional. T N



3.36 The fertilizer industry has performed much
better during the financial year, 1990-91. Total
production of nitrogenous and phosphatic ferti-
lizers during the yearat 9.04 million tonnes was
5.9 per cent higher than the production of 8.53
million tonnes in the previous year. Production
of nitrogenous fertilizers incrcased by 3.7 per
cent from 6.74 million tonnes to 6.99 million
tonnes and that of phosphatic fertilizers by 14.1
per cent from 1.79 million tonnes to 2.05 million
tonnes. Bulk of this increase in the production
of nitrogenous fertilizers has come from the
private sector fertilizer plants which increased
their production by 8.5 per cent from 2.21
million tonnes in 1989-90 to 2.40 million tonnes
in 1990-91. The co-operative sector plants
increased thzir production by 4.4 per cent. But,
there was a marginal decline in the production
of nitrogenous fertilizers by the public sector
plants. However, in the production of phos-
phatic fertilisers, the public sector plantsalso
performed equally well. The phenomenal inc-
rease in the production of phosphatic fertilizers
in 1990-91 was primarily due to a lower base
level production in the previous year on account
of the short supply of phosphoric acid. The
availability position of imported phosphoricacid
was slightly better in 1990-91 aithough fell short
of the normal rcquirement. The installed capa-
city of the fertiliser industry in 1990-91 remained
more or less at the previous year’s level of 8.15
million tonnes of nitrogenous and 2.75 million
tonnes of phosphatic fertilisers. The increase in
the production of fertilisers during the year was
entirely the result of better capacity utilisation by
the existing plants. The overall capacity utili-
zation of the fertilizer industry had improved
from 78.4 per cent in 1989-90 to 83.0 per cent
in 1990-91. Targets set for the production of
nitrogenous and phosphatic fertilizers for 1990-91
at 7 million tonnes and 2 million tonnes respec-
tively were achicved.

Small Scale Industries

3.37 The small scale sector has been assigned an
important role in the industrial development of
the country on account of its inherent advantages
like lower capital intensity and higher employ-
ment gene¢ration potential relative to large scale
industries. Besides, the sector promotes decen-
tralisation and regional dispersal of industrial

sctivity and help widening the entrepreneurial
base. The main thrust of the policy packages
for the promotion of small scale industries in
recent years has been on modernisation and
technological upgradation.

3.38 In order to promote a quick and smooth
development of small scale industries, an insti+
ational framework has been created along with
an attractive package of incentives and con-
cessions which have been evolved to motivate and
encourage a nhew generation of entrepreneurs.
Major components of the package include conces-
sional finance, concessions in central excise duty,
marketing support through reservation of a large
number of products for exclusive manufacture in
the small scale sector and for exclusivespartial
purchase from small scale units by Government
Departments and Public Sector Undertakings, hire
purchase facility for machinery, technical con-
sultancy services, common facility services, testing
facilities, industrial accommodation, supply of
critical raw materials and provision of other in-
frastructural facilities.

3.39 Smallscale industriescontinued to maintain
good progress in 1989-90. The number of small
scale units is estimated to have increased from
17.12 lakhs in 1988-89 to 18.26 lakhs (provisional)
at the end of 1989-90 showing an increase of 6.7
per cent. The number of units is estimated to
have further increased to 19,40 lakhs (provisional)
at the end of December 1990. Employment in
the sector is provisionally estimated to have
increased from 113.0 lakh persons in 1988-89 to
119.61akh porsons in 1989-90 marking an increase
of 5.8 per cent. The employment is estimated
to have increased to 126.26 lakh persons (pro-
visional) by December 1990.  Estimated value of
production in the small scale sector in 1989-90
at Rs. 91,681 crores (provisional) (at 1984-85
prices) has shown an increase of 11.3 per cent
over Rs. 82,400 crores in 1988-89. During the
period April—December 1990, production in the
sector provisionally estimated at Rs. 116,500
crores (at current prices) shows an increase of
10 per cent over the corresponding period
of the previous year. Direct exports from the
smail scale sector have shown a significant
increase from Rs. 4373 crores in 1987-88 to
Rs. 5490 crores in 1988-89. Provisional data



collected from the various Export Promotion
Councils show that cxports by the small scale
sector at current prices amounted to Rs. 7626
crores in 1989-90. Considering the fact that the
small scale sector is a resource agency fora large
numberofexport-housesengaged in directexports,
it could be assumed that the actual contribution
of the sector for exports is much higher than
what is reflected in the data on direct exports by
the scctor.

3.40 Tmportant policy measures initiated during
1990-91 for the development of small scale in-
dustries are :

(1) Commencement of operation by Small
Industries Development Bank of India
(SIDBI),

Liberalisation of the Single Window
Scheme introduced in 1988,

@)

Liberalisation of central excise exemption
scheme for small scale industries, and

G)

Raising of ceiling on investment in plant
and machinery for small scale industries.

@

3.41 With a view to promoting the industrial
economy of the countryina harmonious manner,
Government raised, with effect from April 2,
1991, ceiling on investment in plant and machi-
nery of small-scale industries from Rs. 35 lakhs
to Rs. 60 lakhs. The investment limit would be
Rs. 75 lakhs for ancillary units and small scale
units which undertake to export at least 30 per
cent of the annual production by the end of the
third year from the date of commencement of
production. Scome modification is ¢lso effected
in the definition of ancillary industrial uander-
takings.

3.42 SIDBI, an apex bank with headquarters at
Lucknow set up for financing small scale industries
became operative from April 2, 1990. The
bank hasa portfolio of Rs. 4200 crores. Ithas a
network of 26 regional and branch offices spread
over all the States and Union Territoties. The
main thrust of the bank will be on new initiatives
for simplification of the existing schemes and
procedures, introduction of new schemes to fill
the gaps in the existing system, extension of
support services for the healthy growth of small
scale industries, technological upgiada ticn and
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modernisation of existing units and strengthening
of the credit delivery mechanism so as to facilitate
adequate and timely flow of credit assistance to
the sector. The bank has proposed several new
schemes to tackle the two major problems ex-
perienced by small scale and tiny industries, viz.,
inadequacy of marketing channels and delay in
receipt of sale proceeds. It also proposes to
provide factoring services to small scale sector.

3.43 The Single Window Scheme has been libera-
lised by raising the eligibility limits of project cost
and working capital from Rs. 5lakhsand Rs. 2.5
lakhs to Rs. 10 lakhs and Rs. 5 lakhs respectively
in order to ensure the availability of credit to the
smaller amongst the small scale units from a single
agency, namely, State Financial Corporations
(SFCs) and twin-function State Industries Deve-
lopment Corporations (SIDCs).

3.44 The turnover limit for exemption from
central excise duty for small scale units has been
enhanced from Rs. 15 lakhs to Rs. 20 lakhs in
199091 for units manufacturing a single item/
product. The licensing limit has also been enhan-
ced from Rs. 10 fakhs to Rs. 15 lakhs and the
procedure for obtaining the licence has been
simplified.

3.45 The District Industries Centre (DIC) Pro-
gramme, initiated in 1978 as a centrally
sponsored scheme to provide support services to
small scale entrepreneurs in the widely dispersed
rural areas and small towns, continued to be
in operation during the year.

3.46 The scheme for providing self-employment
opportunities to educated unemployed youth in
the country continued during the entire period of
Seventh Plan. The scheme covers educated un-
employed youth in the age group of 18 to 35
years and provides financial assistance to them to
start their own ventures in industry, services and
small business. The loan limit for industrial ven-
tares is Rs. 35,000 while it is Rs. 25,000 for
service ventures and Rs. 15,000 for trade. Only
youth belonging to families having an income
upto Rs. 10,000 per annum are eligible for assist-
ance. Under the scheme, 30 per cent of total
sanctions have been reserved for scheduled
castes and scheduled tribes. During 1988-89, as



against a target of 2.50 lakh beneficiaries,
3, 11 lakh cases weire spoasored to banks, out of
which 1.92 lakh coses were sanctioned involving
a total financizl assistance of Rs. 404.61 crores.
A target of 1.25 lakh beneficiaries was fixed for
1989-60. As against this target, 1.84 lakh cases
were recommended to banks which have sanc-
tionzd 1.07 lakh cases involving a total financial
assistance of Rs. 274.83 crores.

347 The modernisation and technological up-
gradation programine was introduced by the
Government with the basic obizctive of assisting
smail scale units in product development, techno-
logy upgradaticn, improvement in the process of
manufacture, and testing and quality control. The
coverage of the programme was initially limitedto
a few selected groups of industries. Now, all small
scale industries qualifying for modernisation are
covered under the programme. The scheme is
impleinented  through the field oflices of the
Small Indusirics Development Organisation
(SIDC). Upto March 1991, S07 units have regis-
tered themsclves under the modernisation progra-
mme for getting in-plant studies conducted.

3.48 The first National Census of registered
small scale industrial units was conducted in
1973-74 with 1972 as the reference year. In order
to meet the gap in the availability of data, SIDO
has launched the second All India census of small
scale industrial units falling within its purview
and registered with the State/ UT Directorates of
Industries upto 31-3-1988, About 10 lakh units
are expecied to be covered during the census
for collecting basic information like investment,
employment, capacity, production, exports, etc.
The census would help in building up the much
neaded data base for the small scale sector,
essential for the proper planning of the pro-
grammes for the development of the sector.

3.49 The censvs is being conducted with the
active assistonce of the Stete/UT Governments,
Abcat 99 per cent of the field work of the census
has becn completed by the end of March 1991,
The work of preparing the data which are being
processed through computer by the National
Informatics Centre has started concurrently with
the field work in most of the State«/UTs.
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Khadi and Village Industries

3.30 Khadi and village industries constitute
an important segment of the industrial economy
of the country. Performance of this sector conti-
nued to show considerable improvement during
1989-90. The estimated production of the khadi
and village industries during the year was of
the order of Rs. 1963 crores compared with
Rs. 1680 crores in 1988-89. The level of
employment in the sector in 1989-90 was 46 lakhs
as against 43 lakhs in the previous year. The
sector was expected to provide employment to
about 50 lakh persons during 1990-91. At
present, apart from khadi, there are 96 village
industrics coming under the purview of Khadi
and Village Industries Commission.

Industrial Policy

3.51 The initiatives taken in the past fow years
to reform the overall industrial policy regime to
make it more conducive to the promotion of
technological upgradation, cost-efficiency, com-
petitivencss, freedom of investment, maximisa-
tion of capacity utilisztion and exports continued
in operation during the period under review.
Farther liberalisation of the regulatory frame-
work announced during the period are.

(1) Guidelines for licensing of new sugar
factories and expansion of existing ones
were revised in July, 1990. Under the
new guidelines the minimum economic
capacity will continue to be 2500 tonnes
cane crushed per day for new sugar
factories. There will be no maximum
limit and no relaxation for backward
areas. The distance criteria has been
relaxed and new sugar factories will
now be licensed if there is no sugar
factory within a radial distance of
15 kms.

Minimum economic capacity was fixed
for jelly-filled telecommunication cables
at {2 lakh CKM per annum.

2

(3) In accordance with the policy measures
initiated for the diversification of the
use of jute, full fibre flexibility is now
allowed for jute and textile mills. Jute



mills can use other fibres like cotton,
synthetic and wool and the yarn made
out of these fibres, and textile mills can
use jute fibres and yarn for the manufac-
ture of various jute products except the
traditional jute packaging materials like
sacking, hessian, jute twine and jute rope.
Manufacture of these additional items
will be allowed within the existing permit-
ted /licensed capacity.

In June 1999, the Governmentissued a new
comprehensive setof guidelines simplifying
the procedure for the licensing of steel
units in the secondary sector. Under the
new policy, Electric Arc Fuinace (EAF)
units may expand to the floor level mini-
mum economic scale (MES)capacityof 1.5
akh tonnes per annum of stecl ingots/con-
cast/billets/blooms/slabs subject to certain
conditions regarding power availshility,
energy efficiency of the EAF, minimum
level of sponge iron 1n the charge mix, etc.
Existing sponge iron units are allowed to
make downstream products likc rolled
products within an overall capacity ceil-
ing of 2.5 lakh tonnes per annum. EAF
units are allowed to diversify theit pro-
duction into any grade and type of steel
within their overall licensed capacity. Steel
making by Bizst Forvige/Basie Oxygen
Furnace route will also be allowed
for the expansior of existing units to MES
levels. In order to mest the projected
demand for steel in the Eighth and WNinth
Plans, it has been decided 10 encourage
sieel production in the secondary sector by
licensing a few new uniis in the private/
joint/assisted secior, with unit capacity
of upto 1 million tonnes per annum.

4

Industrialisation of Backvard Areas

3.52 Witha view io facilitating a speedy dispersal
of industrial growth to backwaid areas, Govern-~
ment continue to give direct physical incentives in
the form of a location-specific deregulation of
industries favouring backward areas. Seventy-
two industries were delicensed for MRTP/FERA
companies if unifs ire set up in notified backward
areas. Iavestnent limiv for industiics exempted
from licensing for non-MRTP and non-FERA

W

companies has been kept at a higher level of Rs. 50
crores for backward arcas as against Rs. 15 crores
for other areas. Available investment indicators
do not depict a clea: picture of the investmentflow
to the backward areas. In 1989-90, as compared
with the previous year, there was an increase in the
number of industrial licences issued and registrati-
ons granted to exempted and delicensed industries
for backward areas but there was a fall in the num-
ber of ietters of intent issued and DGTD registra-
tions granted for such areas (Table 3.7). Avai-
lable evidences do not substantiate the efficacy of
the new location policy in dispersing incremental
industrial investment to backward areas.

New Growth Cenire Scheme

3.53 One of the impediments in industrialisition
of buckward arcas is the lack of adequate infra-
structural facilitics. For promoting industrialisa-
ticn of backward areas in an eflective manncer, 1t
was announced in 1988 that the focus would henco-
forth be on the development of growth contres that
would act as magnets for attracting industries {o
these areas. The growth centres would be en-
dowed with infrastructural facilities at par with the
best available in the country, particalarly in res-
pect of power, water, telecommunications and
hapking. Tt has been decided to develop 70
growth centres during the Eighth Plan.  These
have been allocated t¢ the States and Unics
Teorritories based on three crteria namely popu-
lation, area and industrial backwardness as niwca-
sured by inverse ratio of number of iactory
workers to total population. Each growth centre
would be provided with funds to the tunc of
Rs. 25 0 30 crores lrom difforest sowrces, 5o
fur, {ecations of 60 growth conties have beon
wdentitied and uotified.

3.54 Detailed guidelines foi the preparation of
project reporsts for the growth cenires have been

formulated eod  circulated to  the State
Governsnents/UUT  Adminisirations. Thesa
guidelinves have been framed keeping In
view the area planning approach so that

the surrounding areas and hinterland are also
benefited from the industrial growth process.
The project reports will include the organi-
sational, administrative, financial, developmental,
promotional and monitoring aspects of the giowth
centres alongwith a cost<benefit analysis. An



administrative mechanism has been established in
the Department of Industrial Development for
appraisal of the project reports received from the
State Governments and UT Administrations.

Industrial Sickness

3.55 At the end of December 1988, the latest
period for which data are available, there were
more than 2.4 lakh identified sick industria} units
(including weak units) on the rolls of All India
financial institutions and commercial banks,
involving an outstanding bank credit of Rs. 7705
crores which was about 9.8 per cent of the total

52

outstanding bank ctedit. Between end-December
1987 and end-December 1988, the number of sick
units had gone up by 17.7 per cent and the out-
standing bank credit against these units, by 23.2
per cent (Table 3.11). Although sickness has
grown faster in the SSIsector in termsof number
of units, in terms of outstanding bank credit it
was faster in the non-SSI sectoi. More than
72 per centof the bank credit outstanding in the
accounts of sick industrial units as on end-
December 1988 was in non-SSI sick and weak
units.

TagLe 3.11
Industrial Sickness

Amount Outstanding

No. of Ugits (Rs. crores)
Category e
End End End End End End
December December December December  December December
1986 1987 1988 1986 1987 1988
m 2 (&)} “) ) G )]
i.  SSI Sick aits 145776 204259 240573 1306.10 1797.31 2141.00
(21.9) (40.1) (17.8) (22.0) (37.6) (19.1)
2. Non-$81 Sick Units 1964 1119 1241 3568.39 2801.79 3387.30
7.7 (—43.0) (10.9) (11.5) (-21.5 (20.9)
3, Won-551 Weak Unitg —_ 720 770 — 1657.30 2177.00
6.9 (31.4)
ToTAL . 147740 206098 242584 4874.49 6256.40 7705.30
(23.5) (39.5) Q7.7 (14.1) (28.3) 23.2)

3.56 The viability siatus of the identified sick and
weak industrial units as on end-December 1988
shows that 93 per cent of the sick SSI unitsinvolv-
ing an outstanding bank credit of Rs. 1551 croies
and 44 per cent of the non-8SI sick and weak units
invelving an outstanding bank credit of Rs. 1867

Notr --Figures in parentheses indicate the percentage change over the previous year.

crores were not viable for revival (Table 3.12),
About 60 per cent of the viable SSI sick units and
62 per cent of the viable non-SSI sick and weak
units had been brought under nursing programme
till the end of December, 1988.

Tasir 3.12

Viahility Position of Sick|Weak Units—End December, 1988

(Rs. crores)

i Non-SSI Sick &
Sick SSI Units Weak Units Total
Category - - -
No. Outstandin No. Outstanding No.  Outstanding
° Bal:ﬂs: Cl'editg Bank Credit Bank Credit
T ) @ 3 @ ®) © o
“ 1 : ‘};al‘;]g ;mt; ﬁ L '—M_MIE(‘)?S" N 471.92 679 2419.83 13712 2891.75
¢.9 (22.0) (33.8) (43.5) (%)) (37.5)
2. Non-vigble units 224080 1550.81 889 1867.07 224969 3417.88
93.2) (72.5) 4.2 (33.6) 92.7) “1.9
3. Viability not decided 3460 118.27 443 1277.40 3903 1395.67
{(1.4) (5.5 2.0 22.9) (1.6) (18.1)
4. ‘Fotal 240573 2141.00 2011 5564.30 242584 7705.39
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0)
5. (a) Units under nursing programme 7788 36l .17 418 1603.40 8206 1964.57
(59.8 (76.5) (61.6) (66.3) (59.8) (67.9)

(b) As percentage of viable units

———

—ﬁonz : f«‘iéﬁrés in brackets show percentage to total.



3.57 Policy measures initiated carliecr by the
Government and the Reserve Bank of India for the
revival of sick industrial units as well as to check
the growing incidence of industrial sickness con-
tinued to be pursued during the period under
review. Some of the fresh guidelines issued by
the RBI to scheduled commercial banks regarding
the revival of sick units during the period are:

(1) Banks have teen advised that the inter-se
agreement among banks financing a
healthy unit under consortium arrange-
ment should provide for a clause to the
effect that in case the unit turns sick,
banks would be required to participate in
the rehabilitation package in accordance
with the instructions issued by the RBL

In the case of sick units where workers
are interested in taking over the manage-
ment by forming workers’ co-operatives,
banks have been advised to actively
support the rehabilitation packages.

@)

While banks have been advised by the
RBI, time and again, that they cannot
dissociate themselves from rehabilita-
tion of sick/weak industrial units, they
are now given the option of selling their
debts in respect of a sick unit to other
willing banks at a discount as per the
guidelines issued by the RBIL

&)

It has beendecided that existing/additional
facilities provided to sick/weak umits
under rehabilitation packages could be
exempt from the application of the exist-
ing ceilings prescribed under the pru-
dential norms of single group exposure
limits.

4

The present system of prior approval by
the RBI for extending reliefs/concessions
beyond the parameters fixed by it has
been withdrawn for the grant of reliefs/
concessions as part of the packages
evolved for the rehabilitation of sick/
weak units.

®

3.58 The setting up of the Board for Industrial
and Financial Reconstruction (BIFR), a statatory
body under the Sick Industrial Companies (Spe-
cial Provisions) Act, 1985 (SICA) was a major
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step taken by the Government towards the reha-
bilitation of sick industrial units. BIFR bccame
operative in 1987. Since its inception, upto the
end of March 1991, it has received 1382 refe-
rences under Section 15 of the Act. Of these refe-
rences, 353 were rejected after initial scrutiny, 9
were under scrutiny and 1020 were registered. Of
the registered cases, 954 have come up for the first
hearing. After hearing, 175 cases were dismissed
as not maintainable and 124 cases were approved
under Section 17(2) after being satisfied that the
company can make its net-worth positive on its
own within a reasonable time. In the remaining
661 cases, operating agencies were appointed in
respect of 533 cases under Section 17(3) of the
Act. After considering the reports received from
the operating agencies and further hearings, the
Board sanctioned 182 revival schemes (including
merger, change of management and leasing),
recommended 120 cases to the concerned High
Court for winding up, and ordered the sale of
one unit. In addition, draft schemes were formu-
lated in 45 cases and winding up opinion formed
in 76 cases. The ratio of companies in the revival
path to those on the road to liquidation works
out to 1.8:1.

3.59 The scheme for the grant of excise loan
to sick/weak industrial units announced by the
Government in October 1989 has become opera-
tional. The scheme was further liberalised in
September 1990 for sick industrial units eniploy-
ing more than 1000 workers and recommended by
the BIFR for excise relief as part of an approved
rehabilitation package. These units will be eligi-
ble for excise loan not exceeding 30 per cent of
the excise duty actually paid for 5 years from
the date of approval of the rehabilitation package
subject to a ceiling of 33 per cent of the total cost
of the rehabilitation.

Industrial Relations

3.60 Industrial relations situaiion was by and
large stable in 1989-90. The number of mandays
lost due to strikes and lockouts over industrial
disputes declined from 29.10 millions in 1988-89
to 28.25 millions in 1989-90. According to the
provisional data available, mandays lost in the
first two quarters of 1990-91 was substantially
lower than in the corresponding period of 1989-90,



Industrial unrest in general, has been confined to
cotton and jute textiles and engineering industries
in the States of Andhra Pradesh, Maharashtra,
West Bengal and Tamil Nadu.

TABLE 3.13
Mapdays Lost on Account of Strikes and Lockouts

(In millions)

Quarter 1988-89 1989-90¢  1990-91*

I . . . . 7.39 10.82 4.76
1. . . . 7.98 7.03 3.28
1. . . . 7.03 5.88

Iv. . . . 6.70 4.52

ToraL 28.25 o

29.10

* Provisional
... Notavailable

Outlook
3.61 Due to pressures on the balance of pay-
ments, Government had to impose certain restric-

tions on imports of capital goods, raw materials
and components for the industry. In spite of
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these difficulties the momentum of industrial
growth has been nearly maintained during
1990-91. The growth in industrial production
has shown considerable acceleration in the first
cleven months of 1990-91, which is mainly attri-
butable to a better performance by the manu-
facturing sector compared with that of 1989-90.
However, there was a sharp deceleration in
industrial growth in the last month of 1990-91,
pushing down the overall industrial growth for
the year to a lower level of 8.4 per cent. The
two infrastructural sectors, mining and electri-
city, have shown some deceleration. Restrictions
on imports, supply shortages of energy sources
and several credit squeeze measures undertaken
by the Government may put a constraint on the
growth of output in the manufacturing sector.
There is an urgent and compelling need for some
concerted and time-bound effort by the Indian
industry to conserve energy by improving the
efficiency of energy use and to augment export
¢arnings by concentrating on export production
and marketing.



