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PREPFACE

Ic this remoie Horth Basterm Hill Regioa of our
coautrg,Agriculture has been the major cccupation of the
people., However in the last 2 or 3 decades there was
increased scope for indusiries in this reglon. This is
largely to weet tue local needs of 15& techaology pro-
dugts which could be produced Gere itegelif. But curiously
the major prob.iem appearsto be the availebility of adegua-
te [inaaces. Due 1o rewotenessitha difficuities in import-
ing even minor iadustrial producis from elsewhere isnds to
be pronibiliively costly. Tois problem becomes more serious
in a ndliy terrain due 1o transpurtation difficaities. Tids
adversely affects even the¢ minimal industrial growth,
industriai deveIOpment, caployment poientiul and genexal

well being of the society.

AQpart from these geographical and social problems
thepe areas have. an added problem. Pae industries fuce
geveral dif:iiculties in approaching and identifying a
proper financigl institution, muke a case to its satisfactioqf

getiing .he assist.nce ian time and iastly in repaymeat.

This is due (o the fact that the iadustries
(Particularly toe smail ind.stries) are geographically
spre=d out, woerelas the finaancial institutions wre con-

ceatrated only in a few ceatres. Tuc communication gap



betwoen the financial instituticas and thé industries
tende to be below the desirsble level., 7The role played

by the natiomai'igﬂtitutions and the relevani governmental
agencies in Lriﬂgfﬁg,thgae various pariies together cannot

Te over sSLiesnod,

Hegyhalaya is one of such isolated nilly state
at a rather early siage of industrial development. In .
recent times, this state has been expsriaweting social
tengsicas wiich are perhapys a'cansequenee of growiag un-~
empioyment.As is weil known the indusirial sector has a
potential of giving eoployment to large aumber of people
encoursgt snirspronsurship and there by reduce ithe social
teﬁsions.A The area is reasoamably rich in the raﬁ*matérials
and hag favourable c¢limatic conditions for the developmeat
of the reguired industries. The state has a good.paténtial
for exgorting its products to ihe neighbouring areas. Ia

spite of this the industrial growth is not up L0 expectations.

Tne title of the thesis reads as " Iastitutionsl
Finsnce 1o the Imdustries of Meghalaya State", The study
atteapts td the fiasancial regquirements of the - various
sectors ¢f industiries, the extunt to which the financing
institutions are able to meet thes: nueds and the worl done
by the gOvernmental and other uzgencies for the promotion

of industrial finances.
The main object of tais study is to aigk ligat the

pattera and probiems of finance seperably dealing with

industries, 30 that the possibilities of ianstitutional



finence could be spent for the venefit of industries.
The thesis is divided into 8 chapters:

Ia the introductory Chapter I we discuss ine
variocus resources ( Iaciuding financial) wuich are
rglevent to the development of industriss. We cover
Agricuitural, Mineral, ioreéh, waﬁér and power, and
Han powsr resources. It alsv includes & brief inird-
guction to the state of Meghalays in the remote North

astorn Reglon of Iudia,

s}

} The Second chapter summerses the existing
industriecs of Meghalaya, it clazssifies them according
to thelr gslze &ad iype of thedlr ectivitics. Besides it
surveys the imdustries proposed «nd the siteps taken Lo
promote them tarough tne establisument of iandwetrial
sstatec.

Tore third chapler deals with financiag and servicing
institutions. Tuese iustituiions are divided ia 1o pure
finaacial institutions, Pure servicing iastitutions wnd
izstitutions waich underizake an integrated hélp. Tae
study includes ihe comuercial snd nati.nalised banks, fi-
nanaial corporations ané Goveranmenial agencies etc. We
study iheir objectives, scopc and requiremenis .

Chapter 4, studies in detsil =sbout the institu-
tiorsl finance to the industries dorpe by various types

of banks and other non-bspking ianstitutions. The second
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part of this chaplter studys about the problems they face
which inkibit their oroper funciioning. Thouga most of
their industries seem to be viabie, ihe finance institu-
tions nave resources and williongness to runder helip, Loth
are facing seriocus socio~-cultural and adwinistrative
coblens. Tusse problems alorg with the difficulties of
the communication amony the iastitutioans forwm thieg part

ot the chapter.

fn tue finad caapter V after giving the principle
conclusion we ofier a few suggestions t0 sase the Giffi-
culties of obtaining institutdional finance by the indus-

1riese.
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CHAPTER-1

Meghalaya - Its Resources with Relevance to Industry

Meghalaya was established in 1972, as the 21st state
of the Iandian Union. It comnsistes of 5 districts, wiz. East
Khasi Hiils, West Xhssi Hills, Jaintia Hills, West Garo uhills
and East CGaro Hills., It is located in Norta EBast Iadia
between 25°. 45' and 26°. 10' north latitudes and between
89°. 45' and 92°.47' east longitudes. The state has a hilly
terrain and is bordered by the pleins of Bangladesh in the
South and the Brahmaputra valley in ihe North. The hills
stait from west and increases in height, as they go towards
east, from 300 mts to 1800 mts or more in Khasi hills.

Later the hilils sdope down as tney join the north cachar

hiils of Assam,

The Norih Eastern Region is abundently gifted
withvarious natural resources. The diversity of soil,
climate, topograpny and culture provides great scope for
developing complementarities and linkages with uifferent
parts of the region with Meghalaya. We give helow a
brief account absout the varicus resources which have

rcievance for our study about the state,

l.1. Agxriculture:

Due to the mountaneous terrain ther< 1is scarcity
of suitablie cuitivable iand. The agricultural praciiges
are traditional and consicerably differ from those in

the piains. The aveilabie land is mostly under agriculiure
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depend upon fruits as their raw materials., There is a
great demana for products of industries like fruit (Pine-
apple, Orgunze, Plum etc.,) canning, fruit juice and jam
making.

Minerals:

The hills in the state contain rich variety of
rich minerals which are yet to be exploited. The main
mineral deposits available in Meghalaya are : The coal
linestone, dolomite, sillimanite, clay and glass sand
etc. The coal deposits are extemsive in Garo hilils,
Khasi and Jaintia hills; 1large deposits of lime stone'
are found in Jaintia hills along the southera margin
of the Shiilong Plateau. The other minerals are iwon
ore, quartz, gypsum and granite. There are proposals
to start two more cement facturies in east khasi hilis.
The Cherrapunji Cement Industry is located in this
district beecause of the availability of required raw
materials in tne area., The Sonapahar region in Khasi
nills is important for Sillimanite; There 18 a great
scope iun the state for hollow biock industries, glass
manufacturing, ceramics and pottary, fire bricks, soda

ash, scznitary wares and coke manufacturing etc.
Forestis:

The forests in Meghalaya occupy about 37% of

the total aresa. They are broadly divided into:



a) Ever gréeh and Semi Evergreens of Souﬁh Khasi and
Jaintia hills,

b) Moist Deeiducus sal forests in the North Khasi and
Jaintia Hills.

¢) Pine foresté of Khasi and Jaintia in Central
Plateau.

d) Remaining is distributed bamboo forests.

The Reserved foreéts are 71.07 ('000 hectares),
Protecteda forests are 1.17 and Unclassified forests
are 779.18. The timber is the main resource from the
forests. Bamboo, firewocd, spices, cane, honey etc., .
are the other minor productis from the forests. Import-
ant forest bsased industries at present are furniture
works, wood carving aad structuring, timber and card

boewd products and Xhasi herbal medicines etc,

Thnere is great scope for industries like
furaiture works, manufacture of splints, safety matches,
wcodwool, cnip boards, saw dust boards, pulp and paper,
- woodsn and package boxes, crates, insulating panelis ctc.
The shifting cultivation, frequeat land slides, heavy
rainfall snd unauvhorised sale of timber lead to the
depietion of forest resources. ‘The FPorest Department
Corporation of Megnalaya was sel up for the protection

and expansion of forests in ‘he state,
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or forestry. A varisgy of agricultursl crops including
crops of commercial nature such as peddy, potato, turmeric
ginger, beteinutl and juts &té., are grown in the state.

The horticulture is a dominamnt occupation witih the growth
of varieily of fruits like Pine apple, Banana, citrus fruits,

Plums, Papaya and other temperate fruits.

The major industry in the state is Bakery which
consists of 541 units and next important industry is
Flour and Rice mills with 25l units. Of other industries
the main ones' are 0il indusiry and manufacture of Potato
chips and Bamana fibre. The agricultural products for
various reasonsg are not suificieat to satisfy the basic
needs of the prople. Hence food crops are given import-
ance over commercial crops. Hence, there is a scarcity
of raw materiuls for Agro~based industries. At present
with improved meihcds and modera practices, the state is
concentrating on self sufficiency in food production and
trying to promote increased production of commercial

Crops.

There is algood scope for industries like manu-
facture of gunny vags, processing of tapioca and swest
potato etc., They can make usetful items like flour,
sagu, chips and noodles etc., tne tivre of arecanut
paday husk and tea waste can pe used 10 make sound proof
puilding materials. There are very few inaustries which

Source 1 : ¥rom The S5tatistical Heed Book, HMeghalaya 1984.
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Water ResourcesS: l.4.

The Meghalaya receives cinsiderable amount of
rainfall. The Umiam, Umtru and Umkhiu are important
rivers in northern part of the state. Their tribu-
tories are Kynshi, Umiew and Umsohrynkhiew. Taeir
tributories produce the surface water potentiai of
67216 HmB. The Greatl luke Umiam is situited nsarthe
Capital city Shillong. The hydel power produced from

various projects is being used for various industries.

Power Resources: l.9.

The heavy rainfalli in Meghalaya provides a
great opportunity to produce hydro electricity. sBulk
of the power comes from hydel projects (126,71 Mw)
and 5Hw from tuermal and 1,95 from diesel power.

The principel hydro elecfric projects are Umiam and
Kopoly. The Kopily when campleted im 3 stages is
expected to produce 735 mMws. <The state at present is
exporting surplus power to neighbouring states. The
parapani area ae'ar umiam Project anu Burnihat are
aeclared as Indusirial areas. Various steps ean ve
teken to increase tne capacity of power generation

suo that the state cas have advantage in encouraging
power inteansive industries to come up and assure
uninterrupted power supply to tns existing small

scaie inducstries at concessional rates.



fransport: 1l.6.

Tnevp0pular means 0f transport in ihe state is by
road. The other tramnsport systems like mailwazys, wWaterways,
are praciically =nill. The state capital Shiliong is connect-
éu with regular air transport. <ihe nearest railway station
ig in wauhati which is more than 100 ¥ms away fro shillong.
Pne state comtains a nuamber of streams and rivers but due
to mountaneous nature of the land thsy are not useful for

navigable purposes.

Pne road transport also faces serious prodblems.
4he hegvy rainfall causes difficulties like land slides,
rapid detericration of roads and heavy investment for
thelr maintwinance etc. fThe total lemgth of roads is
4187 gms in 1981 and increased tov bell in 1982. with
the development of roads the import and export of raw
matesials and finished gocds of various industries is
also increasing. 'thé motor vehicles repairing, Batiery
assembling and repairing, tyre retreading and vulcanising

are some -related incustries.

recople:

The total pepulation is 13%,2%,34% according
10 1981 ceansus. +the state ranks 21st according to
populéﬁiom and its share in Indis's population is ;19% .
The aensity is >5Y persons per sq. K.M. The esiimated
populatiéon in 1987 - 88 is 18 lakhs. Out of the total

populiation the main workers constituie b.Zl lakhs

Source 1 : Basic stisticstics, HEC, meghslaya.
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waich includes the house hold industry. ‘the total female
workers arc l.b lakhs and gthe male workers are ).b lakhs

out of tae H.< 1lakihs.

gaucation: 1.9

Toe litéracy rate of mMeghalaya is 54.08 as combareu
0 Jv.«<> whicn is national rate. The studeants mostly
prefer to opt dor arts than practical oriented subjects.
There are very few technical and vocational training
institutes like polyltechaniques ia tne state. Tho courses
ofrerea in psagineering etc., will ve a08tly for the use-
fuliness of the construction of roaas snd vuiddings rather
tian mechanical, electricals and electronics. rReceantly
various workshops, patreprencur jevelopuent frograms ana
Manégement rrograms are veing comnductea by various iansti-
tutions to motivate tne people.

E

banks: 1l.Y

banks are tne promotive ana service oriented

institutions acts as an essential aid for the development
of the state. There are commsercial banks, co-operatives,
regional rural banks ana aevelopmental basanks like IDBI,
ARC, ete., wiaicn 4o poth rinance and service assistance.
wecently The numoer is increasing ana taeir iantroduction
T0 various Schemes and programs i3 previy hslpiul to the
needy eatrepreneurs and artisans. A detailed stuay will

pe made in the coming chapters.
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Export and Import: 1.10.

The state is ricu ia various resources like
Minerals, Porestry, Hydel Power etc. Rich mineral
deposiis of coal, limestone, sillimanite and other
minerals are availapde whicn nave gocu eaport market.
The timver, pine oii, honey etc., are being exported
to other states. The surplus nydel power is being
sold to neighbouring states like Assam. The state
imports various items like foodgrains, consumer goods
electronic goods and synthetic textiles. The indus-
trial goods produced in Meghalaya hardly stand for
competition with the goods produced elsewnere in the
country. VvVarious efforts are being made to cxploit

the potential consumer market in ihis region.



CHAPITER-TII

Industries of Meghalaya

Industrialisation ﬁlays an important role in any
region for its ecoromic growih and development., It con-
tributes towards the progress of the sociely by exploiting
various resources which are left unutilised. It tries to
adopt a Eaﬁanced and integrated approach towards fulfilling

the economic aspirations of the society.

In Meghalaya the inacustrialisation process is
still in a developing stage. {Iraditionally, the state's
main occupation has been agriculture. The concentration
on the industries is rather insignificant and very few
industries even cottage and pigmy industiries are found.
The change in tpe industrial eavironment cane with the
establishment of various financial and service iastitu-
tions. The other factors which influenced this situhtion
were the developmeat and expansion of transport and
communications, inflow of technical and technological

changes and set.ing up industirial estatss.

We give below a short account about the various
industries existing in Meghalaya., The industries in
the country are classified according to their capital

investment as large, medium and small industries.

The major industry in Meghalaya which can Ve

categorised under large scaile is Mawmluh Cherra Industry.



Phe location is ideal due to ithe availability of coal
and limestone near plant site. This cement plant in
turn helped in setting up to twelve small scale indus-
tries for making hollgw brick making, cement pipe making
ana others of that nature. <he Government of meghalaya
had requested the SIET, Hyderabad to study the prospecis
of setting up the ancilliary and auxiliary small scalse

industrial units as satellites around this cement plant.

The medium scale industries are set up on a
collaboration basis with the assistance given by tiae
Stave indusiries Bepartment and Government of rieghalaya.
fhey also pmovide part of the financial and technical
help required by the entrepreneurs. fThe big industirial
concerns elsewhere are being invited in setting up
their branches or subsidiary units in Heghalaya. The
modiun scale units are as the following:

a., Meghalaya Plywoods limited
De. Assocliated beverages Private Limited
c. mreghalaya phyto cChemicals Limited
d. HKomorrah iime 3stone sining Co. Limitecd
¢. wp8seatial Oi; and Chemicals nimited
f. rieghalaya yowers and frusses Limited.
The pMeghalaya plywoods Limited is situated in the

Burnihat Indusirial Estate with an initial capital invest-

ment of 80 lakhs. The asscvciated Beverages brivate vimited
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is a collavoration with parle kxports Limitea. OQut of
the total caspital inveéﬁggn@ ofuib lakhs the rieghalaya
Iindustries Development Corporation (MIDu) provided two
lakhs. +The peghalaya Phyto chemicals Ltd is in Barapani
industrial area. It is a joint effoft petween MIDC and
Indian Carbon Ltd. with 30 lakhs as capital investiment.

fhe gKomorroh iime Stone fining Co. was assisited oy MIDC

-

wnd Economic and Entreprencurship pevelopment PFoundation

Calcutta. The essencial yil and Chewmicals Ltd is a

joint veanture of MIDC =and Camphor and sxllied broducts-
(Pvt) ILtd. Various ascillary ana auxillary units were
set up in meghalsya with the help of well repulec

incustrial units in the country.

Since tne inception of the state in 1972 the
Small 3cale units in Meghalaya nave snhown & reasonably
increasing trend thougn not 10 the desired extent. 7The
taple no, 1 gives a comprehensive picture of the classi-
fication of industiries sccording to the pers3ons employed

and investment on macainery.

Table No - 2.1

Statement showiang the Cumulstive jumber of negisterea Small

1

scale Industries by Type, Investmcent and pPersons mmployed

(1Yy8b - 87)
ame t dustry sumber qf wwnoer of Investmgnt
Name of the Industry Industries Persons on machinery
eaployeaq
Furniture works 75 383 11,75

‘Plastic Industry 2 19 1.27



Motor Repairing
Servicing and Painting
vax-based Industry
Leather Based Industry

Bakery

Honey Processing
Flour and Rice Mills
Taiioriag

Printing Press

Electrical Works ]
(incl. Batlery charges)

Cement based Industry
Brick Manufaciuring

Acc znd ACSR Products
Beehive Col.

Knitting and Eabriodry
0il Industry

Steel based Industry
Tyre retreading and
Voicanising

Saw wills

Stone crushing products
and stone chips

Soap Manufacturing

Boan meal

Cycliag repairing
Radio repairing

Canes and Bamboo works
Art Industry

Black smithy& Agricultural

tools
Woodcraits

Pottaries

70

10
90
48

49
27

92

(WIS N

U
WU

527
68
46

509
14

180

276

242

555
109

32
17

29
214

g8
389

27.84
3.57
.54

22.49
.91
19.77
5.04
21.39

4.25
30.70
7.89
535
2.70
4;85
2.39
20.48

14.06
48.46 -

17.59
1.88
4.38

.16
;66
¢ 37
.16

1012
1.22

.07



Batiery manufacturing 1 10 23
Veaving ‘ 13 78 .87
Lime making 11 157 23.40
Card Board and file |

making 3 22 .85
Photostat 4 10 5305
Lozenge and Candy 2 11 .72
Hoal and scat magers 2 6 .06
Bus and truck body bldg. 1 28 1.00
Rubber stanps 1 3 .01
Misc. 42 270 29.30

The total numberof industries are 802 and persons
employed in these industries are 4953 with a total fixed

investment [Machinery in 000's of rupees) is 34340,

A more appropriate aistfibution table w;}l reveal
the data clearly. Here the tﬁtal.iﬁdﬁstries are divided into
8groups., According o the table no. 2.2 the total small
scale industries can pe divideq into Agig:ggéed,;ggggst
bazed, Mineral based e{c. This ahalyéis pf the existing
pattern of in&uétries concists of ather similar industries

whica involves in the same line of production.

I s §o. of % of inds ©Persons 9% to Value 9% to
Type of uaits  nipg" 1o total employed total of Pam total

S

Agro-paged 148 18.4 760 15.3 50 14.5
Forest-based 1b3 19.7 944 i9.6 03 18.4
Miineral-based 125 16.5 986 19.9 35 24.8

Conted ..
Source : State Industries pepartment, Meghalaya. i
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Livestock-based 22 2.7 174 beb 8 2.4
vMechanical 46 N | 310 .3 23 0.7
Chemical 5 .02 - 36 72 3 9
Electirical 9 1.1 48 .90 4 1.1
Repairs and

services 23%% 29.0 1323 26.7 17 22.4
Others 61 7.6 366 T3 30 ) 8.8

It is guite clear from the =zctove table that bulk of
the industries nad fallem unaer the category marked as
"Repalirs ana services"., It occupiec £53 inaustries out
of Y0z that is 29Y% of the total smalllscale units. with
regara 10 the employment it occupieda the lon's share i e
1525 out of 4Y>3 with a percentage of 26.7, in machinery
71 out of 343 (000's) that is 22.4% with sscond largest
position. ‘the repairs and servicesg are mostly employment
oriented than capital crientation, which requireé skilled
and seml skilled lakourers. +This is the major industry
wkich is offering self-employmeni opportunities to the
local entropreneurs. pmost of the women entrepreneurs in
rieghalaye belongs to this section. besides concentration
en ¥, Khasi hills the wg: Garo hills are aléo encouragiag

industiries under this category.

Tne jecond largest categogy is forest-based
industry. meghalaya is famous for its luxurious forests
and furniture work. Beautiful wood carviag and furniture

is a nereaitary art still prospering in these {tribal
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aistricts. This industry occupids 15% units out of 802
(19.7%) witha .19 % (approximatuly) of the tuotal investment

ana 18.4 % of total employment.

The agro-based industry continues to be third most
important industry of geghalaya. The state is concentrat-
ing on the proauction of comsumable goods rether than comm-
ercial goods. Tue climaie is moast Iavourable'for the

production of tempetare fruits. Various manutfacturing

units like ginger processing, icult canning etc., are coming
up receutly. fTne total number of units existing in 1686

was 148 out or the total nunper of units 1 e 1u.49%.

Tne Minerai based 1ndustry occupy fourtih pousition
in employment (16.5%) with nighest percentage in value
of plant and machinery (2¢.8) The"Others® with fifth

—

posivion (61 univs) occupies 7.5% of employment and 8.8%
in capital investment. The least of =11 (.62) wag occupied
by canemical industry 1 e soap making, detergents, match

Dox making etc., witn 7% of employment and .9% investment

orn machinery.

The trainees for EDP and EMP programs are selecied
afver conaucting an interview by District Industries Centre
Sitall Tuadustries Ssrvice Institute and Meginalaeyga Industries
Developaent Corporatiocn. fThoese iunstitutiong have their own
éeleczing processes and are being cngaged in these prograuns

individuaily. Recently there is a move from tne state

government to have a compineud and regular Entrepreneurj

Development Program (EDP ) underjoint guidance by th

/0934 q
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institutions., The selectea candidates are given training in
a specialisea tield. The entrepreneur after the completion
of the course is expectea to start a ousiness unit. The

table gives the numver of trainees selected unaer aitrferent

fielas:
Table No - 2.3
Prcductive Distribution of Entrepreneurs In Meghalaya

Agroﬁased 96
Readymade garments 107
Automobils 68
Chemicals 18
Cement Projects i2
Plastics 3
Printing 27
Electricals - 10
Leather 34
Glass/ceramics 14
Rubber -

Foreet based 70
Others 61

Source: Statistics and Economics Evaluation Centre.

In table no. 2.3 the prodictive distribution of
entrepreneurs in Meghalaya can vbe seen. The importaace
has been given to readymade garments (107) and next to

Agro~based indusiries (96). Third comes the forest based
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units (70). Here we notice that in Plastics znd rubber indus-
tries sufficient interest is not given. The bulk of the

entrepreneurs fall under the "Others" category.

The table no. 2.4 shows the distribution of Small
Scale units with their distribution, investment in plant &
machinery and employment ranges. The investment ranges stars
ed from 25000 to 6 lakhs ahd above, The worker's ranges are
from 1 to 100 and above into 6 colomns.

Table No - 2.4

Distriﬁution of SSI Units -~ Qutput by Investment in

Plant and Machinery and Employment Ranges

Investment in

Plaz? and Units Number of workers
ey 001s 1-4 5-9 10-19  20-49 50-99 100& Total
Up to 2b " 385 8% B 1 2 - 428
25 - 50 " 174 11 4 - - - 189
50 - 100 " 7 - 4 - - - 11
100 - 300 " - - 1 1 - - 2
300 - 600 " - 2 2 - - - 4
Above 600 " - - - - - - -

Source: Statistics and Evaluation Centre, Meghalaya. 1984.

From employment point of view more persons are
employed below 1 lakh. The industries with an investmcnt

below 25000 employing less than 20 persons are 419. But
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with ab increase in investment on mchinery the number of
units have decreased i e only 6 units in between 1 to 6
lakhs, This table with percentages give more §etailed

picture about the distribution of units.

Table No - 2.5

Distribution of units According to Asset Holdings

Value of assets Number of Industrial Percentage to

Units Total units
0o - 25 428 67.5
25 - 50 189 29.8
50 - 100 11 1.7
100 - 300 2 , .32
300 - 600 4 .63
600 Above - -

It reveals that maximum of 67.5% of the total
industrial units belongs to the lowest slab 6f asset holding.
Similarly 97.3% of the total units belong to the category
that the total assets of which do not exceed Rs. 50,000,
There are only 6 units in between 1 to 6 lakhs forming .95%.
It will further be interesting to find out as to what is
thé value of total asset holding under each slab of helding

on the one hand and the average holding of each slab on the

other.
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Table HO. 2.6

Distribution of the Units According to the
Size of Assets

Total value Value of Percentage

Value of Assets No, of of asséts asget per of total
in 000gs. - units in 000s unit 000s value of
assets
0 - 25 428 127 29.6 46.6
25 - 50 189 90 47.6 33.1
50 - 100 11 36 327.2 13.2
100 - 300 2 7 350.0 ' 2.6
300 - 600 4 12 500.0 4.4
600 above - - - -

The averrage asset nolaing*per unit nas been workea
out as Ks. 45000 1 e .43. The table no. 2.6 reveals that
the averages heldings vary petween a minimum of 29,000 to
maximum of 3 lakhs. A comparative study of the percentage
of the total assets held by aifferent percentages of the
industrial units in each slab of asset nolaing nas been
" workea out in Table Fo. 2.7.

Table No - 2.7

Comparative study of the Asset Holdings

Value of Assets Percentage of percentage of
in 000s total_units total assets
o - 25 67.5 46,6
25 - 50 29.8 33.1
50 - 160 ' : 1.7 - 13.2
100 - 300 .32 2.6

300 - 600 .63 4.4



Table no. 2.7 makes an interesting study to show

that 67.5% of the total units falling in the Ist slab

hold 46.6% of the total value of assets. On the contrary ©

only 1.7% of the total industrial units holding as much

as 13.2%. 79.7% of the total assets in the Ist two slabs

have been held by 97.3% of the total units where as .95% of

the units hold as much as 7% of the total assets in the

last two slabs i e 1 lakh to six lakhs and above.

Table No - 2.8

Distribution of Industrial Units according to the
persons Employed

No. of % to Total No, % to 4v. No of

Persons Employed Indus~ total of persomn tot. employment

tries. s employed per unit
Below 5 566 89.3 2752 T4 .3 4.8
10 - 20 16 2.5 205 5.5 12.8
Above 100 - ' - - - -
The above tablesnows thet ine industrial units employ
on am average © pérSOns'in vhelr estavlisnments. Table no.

2.8 reveals that 8By.3% of the totul (Employment less than 5)

estavlishments employ T4% of tne labour force. Their avergse

employment does not exceed 4.8 under any circumstances.
Similérly the Ist two slabs of employment is 95.9% of the

total establishments engage 81,4% of the total labour force.
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on the contrary .31% of the units employing on an average

of 69 pérsans which is 3.7% of the total labour force. 1.63%
of the industrial units falling in the last 2 categoroes
according tovthe sizé-of employment engages 13.1% of of the
total:laﬁour force. The industries whose employment above
100 is nill.

~—Bahble No = 2.9

gonparative Study of Labour and Capital Employed

3

Size of rmmploy~ % of total Capital %of capi~ Capital

ment units employed employed employed
in 000s per unit
Less than 5 89.3 5144 72.3 9.1
5 to 10 6.6 589 8.3 14.0
10 to 20 2;5 275 3.8 17.1
20 to 50 1.3 204 2.8  25.5
50 to 100 .31 899 12.6  449.5
loo and above - - - -

It will be relevant to discuss here the positions
of capital held by different categories of units according
to employment. Table No. 2.9 reveals that 89% of the
total units employing on average only 9% of total capital,
On the other hand the industrial unitsemploying more than
50 éersons consisting only .31% of the total units, employ
12% of the total capital. The biggest contribution of
the capital falls in employing 51 to 10C. In other words
Ist two employment groups engaged 80.6% of .he total capital
and 71.4 of tuvtal labour force engaged in SSI of this state.
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A comparative study of labour and capital employed
per uait and the volume of capital employed per worker in

different sizes of employment is given in table no. 2.10.

Table No. 2.10

Comparative Study of Labour and Capital Employed

Av. No. of Capital Capital

Size of Employment labourers employed employed
employed per unit per labourer
per unit in 000s in 000s

Less than 5 4.8 9.1 1.9

20 - 50 4304 25-5 ) 058

50 - 100 . 69 449.5 6.5

100 and above _ - - -

This table reveals quite interesting results. It
shows that smaller units according to the size of employment
are more capltal intensive as compared to bigger units, where
as the capital employed per worker is high as Rs. 2.2 in the
employment grpﬁp of 6 to 10 persons. The highest number
stands between 50 - 100 employment group is 6.5 and lowest

stands in 20 - 50 group is .58,

Table No - 2.11

Schematic Outlays and Expenditure of SSI

Name of the Scheme ~1980-81 81-82 82-83
OQutlay Exp Outlay Exp. Outpay Exp

Head (Quarter Orgn, .60 .52 1.99 1.89 1.00 .73



District Orgn. 2.67

Apparantice
Training -

Training Program

for artisans and
entrepreneurs .72
Training Institute
(leather, black
smithy and carpen

tary 4;21
Knitting,train
ing centre 5.17

Multi purpose
service work

shop -
Grants-in-aid 3.0é
DiC 8.0
Saw mill cunm
mechanised

carpentry 1.54

Subsidy for supply

of knitting

machines 11,11
Margin money

for entrepre-

neurs -

Refund of sales
tax to register-

ed units -

Industrial Estates
4,56

Khadi Inds. 6.15

Handi Crafts

Master crafts

Training .60

Handi craft Industries
4,37

NA : Not Available.

Source: The Statistics and Economics Evluation

Meghaluya.

2.41

.64

4.13

5.11

3.00
7.88

1.49

1.00

4.49
NA

<45

NA

.60

4.06

2.16
2.80

1,00
18.65

50

3.00

5.00

.57

4.00

2.10

2.79

.18
17.01

2.79
NA

.43

NA

5.94

.06

1.00

4015
3,40
2.50
1.00
14.00
.80

2.00

1.00

2.84

.04

.89

4013

3.33

2.39

.81
13.91

1.72

«75

5.52

Ha

<45

centire,
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The schematic outlays and expeaditure of SSI can
be seen in table no. 2.11. Here the total outlay has been
dispersed among the schemes which hélps in rapid industrial
development. The schemes include training small lomns
subsidies and refunding of taxes etc. The table reveals
the growing enthusiam towards development the corresponding
share of eaéh scheme has been increased in 1983 - 84 it
grew upvto 50.15. More attention has been given to DICs
as their number grew from 2 to 4 in 1983, fheir outlay
rose froﬁ 8.00 to 18.65 by 1982. The growth of indus-
trialisation was encouraged with the establishment of
industrial estates. The margin monéy for entrepreneurs
is one of the recent schemes introduced to produce more
local entrepreneurs. It was started only in 1982. Some
industried are so small that their presence caannot be
counted as industry such as tailoring etc. For such tiny
industrial purposes the loans are generally informed.
This is the reason here that the outlay for those indus-
tries is relatively small.

Table No - 2.12

Industries Recommended

E.K W.K Jaintia V.G E.G Total

Forest Based 23 18 22 21 14- 98
Chemical based 18 7 12 20 7 64
Repair & Servicing 19 13 ‘18 24 14 88

Demand based 18 10 8 18 8 62
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Agro based 23 20 35 40 18 136
Mineral based 19 9 12 12 10 62
Livestock based 11 T 10 10 8 46

Mechanical &
Metallurgical 16 5 10 16 7 54

Electrical and
Electronics 13 6 8 13 8 48

Source: Directorate of Industries, Meghalaya.

A committee was appointed by the state government
to make a survey about the scope of setting up industries
under different categoriew. The committee made some
recommeadations on the basis of the aiscussions with
Directorate of Industries at shillong, District Industries
Centres, State level and District level officials, commercial
bunks and individual entrepreneurs. Tne assessment of the
industrial climate, specitfic needs of the state, demand
pattern, plan priorities etc., are taken into consideration
while making the idenfification of the potential candidate
industries. |

It will be seen from the above matrix of industrial
units and their location that West Garo Hills takes a share
of 26.4% of the number of units, aé againsf‘E.Khasi Hills
District, which accounts for 24.3% of the units. As per
1981 data 80% of the units are located in E.Khasi hills
and that too in Shillong, the capital of Meghalaya. Any

Further undue ¢ oncentration in this town will lead to
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ecological disturbance and also will not ove conducive to
regional bahance. From this point of view more and more
units would need to be dispersed in the west Garo hills
and also in the ¥: Garo hills wjich have lot of potential for

new industries to come up based on resources and demand,

Since in Meghalaya, no significant exploitation
of agricultural based and forest based raw materials have
teken place, the recommended units im the agro-based
industries and forest baséd industries sector accounts for
35.06% of the total units wnich will give tise to processing
and value aadaition.

Purther, mecnanical and metallurgical industries,
chemical vased industries, electrical and electronic indus-
tries togetherraccount for 34.6% of the total number of
upits. The thrust of these uniis will pe to give an edge
to the import suostitution strategy in producing such goods
witnh local effort and skill as were earlier imported from
outsice.

The other category is repairing and servicing
industry. f¥ has been given given 13.4% share of the
total number of units. $his sector offers more employ-
ment at less investment and trains the future potential
entrepreneurs from the local people to venture out into
new manufacturing activities.

ihe committee also made a recommendation for the
District iIndustry Centre at each district to make actual

-agssessment of market assessment of market situatiom and
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infrastureture. The implementation of the valuable sugges-
tions of this committee could not be aone during the last

one year due to the uncertain social situation in Meghalaya.
It is expectea that of these recommendations will be atten-

aea to next yesr,

The Industrial Estates :

The entrepreneurs who are enthusiastic to establish
their industrial units basically face the problems of acquire
ing a site which satisfied in various respects i e proximity
to raw materials and markets, good transportation and commu-
nication, cheap power and water resources, availability of
cheap labour and financial institutions to satisfy the
credit requirements etc. acquiring all these factors
is time consuming and is not possible by'a single entre-
preneur., This aifficulty can be overcome through estapblisn-
ment of industrial estates., There are three potential
industrial estates existing in E. Xhasi Hills of Meghalaya.
vne is located in Shillong, the capital of Meghalaya. -
Various industries like Roller PFlour Mill, Watch Assembling
Factory, RCC pipes, ACSR Conauctors, pPolythene Sheetg and
bags etc., occupiea this area. The others are in Burnihat
and Barapani regions. In Buranihai there is only one
medium scale unit - Steel and Concrete Products and rest
can be catsgorised as pigmy industries. But in Barapani
(Gmiam) areca quite a number of units nave come up like
| Heghalaya Phyto Chemicals and Umiam Calcinate (P) Itd

-~
Tova 2l
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have already started functioning. But Ri-lum Match splints
M/s Galaxy Asbestos Cement Ltd, M/s Meghalaya Tubes Co ILtd,
and Meghalaya Minerals Ltd are yet to start their produc-
tion, The Directorate 0of Industries had set up an Indus~
trial Estate in Mendipathar in East Garo Hills and one at
Rongjung of W. Garo hills. Thq Industrial ESta-ate.in
Shillong is funmctioning awtivily than others. Various
concessions in power, water and supply are veimng given in

these inaustrial areas to encourage the new entrants,
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CHAPTER - III

FINANCING AND SERVICE INSTITUTIONS

3.0.0. Introduction:

The principal aim of financing amnd service institutions
is to provide the foundation for a self-sustained growth of the
economy. This is achieved through establishing institutionai
sstups which promote and aid the industrial units. They assist
the development of the industrial atmosphere im any region by
motivating the entreprensurs, providing them with technical and
financial help, acquiring first hand information about the deve-
lopmeats and present position of industries, dmawing their
atiention towerds particular problems faced by the units and

findihg out vheir solutions.

They can be divided into Pure Financing Institutions
(like Banks and Financial Corporations) which deal with financial
agpects, the Service Institutions which draw their attention
wholly on the matters relating with service (1ike District
Industries Csntre, Small Industries Service Institute, Poly-
technology Transfer etc.,) and the third category of Ianstitu-
tions deales with both finance and service aspects (like Meghalaya
Indusiries Development Corporation and North Zastern Council).
The financial institutions like banks are also engaged in service
activities and the service institutions like District Industries
Centre are doing finamcial help. Thus these institutioans are
interlinked and their activities are overlapping, for meeting

the requirements of the region.
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3¢1+0. The Banks:

The banks are important ia providing financial support
for the developuent of any region. In the present environment
the irade and iandustry depend upon banks not only for their
financial needs but for other services. Their main object is
to raise funds from the general public and invest them for
maximum returns. The banks' branch network is wide and powerful
which stretches from cities to remote rural areas.

Their terms and conditions for lending have been libera-
lised and various schemes have been introduced for the purpose of
facilitaing the leading and other promotional activities within
the reach of the general public particularly the small entre-

preneurs.

3.l1.1. General Requirements tobe satisfied by the Industries:

3e¢lel.1l. Viability of the Project:

The initial task of the banker is to carefully study the
project. He observes the viabiliiy of the project and checks
seve;al related factors like demand for the product, availabi-
1ity of raw materials, use of machinery, manufacturing process,
need of skilled labour, technology needed, market for the finished
product and financial requirements etc. If any alterations are
to be made, the banker normally advises the entrepreneur in
this respect.

3elele2. Borrower's Stake:

Once the project is accepted the next important factor is

to observe the borrower's character, his capacity to utilise the
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borrowed mensy for proper use and nis means for its repayment.

The repaying capacity is difficult to assess because it depends
on various factors like nature of business, amount of lban, period
and purpose of advance and source of repayment etc. The banker
should use his disacretioan agd Judgement through evaluating the

creditworthiness of the customer.

3elele’. Registration:

The banker saould check the registration of the firm. The
firm acquires temporary registration either from District Industries
Centre or State Industiries Departmeﬁt. Once the firm is able to
stand it will be given permanent registration. The bamker normally
prefers uniis which have attained permanent registration for their
lending purposes. The firm's name will be included in the registrar
of Industiries Depariment and it will become eligible to claim

subsidies, grants and concessions etc., from the state goverament.
301104, Security:

The security provided against the loan may be movable or
immovable property. It should be free from encumbrances and must
be readiiy marketable. The fluciuations in market value often
cause difficulties in estimating the real value of the property.

The banker takes great care to evaluate the property.

3.1.1.5. Safety Margin:

The safety margin is generally not required for ithe loans
given by national level organisations like Industrial Development
Bank of India. The safety marzin is also not required if the
entrepreneur belongs to the lower middle or the poorer sectiocans

of the society.
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But, the commercial banks prefer the margin money from the entre-

preneurs t¢ create borrower's steke in the business.

3eleleb. Financial statements:

They give the total picture of the assets amd liabilities,
sources and uses of the mmst along with profit figure. They will
be useful to develop analysis about the creditworthiness of the
DOrTOWET .

These requirements to provide a loan are more or less same

in every fimnancial institution.

3.1.2. Types of Banks:

The vanks can be majorly grouped as commercial banks,
co~operative banks, Regional Rural Banks and Development Banks.
Let us study the objectives and functions of each bank. The
following table gives the picture about the number of bank braaches

existing im Meghalaya (1983 & 1986).

Table No 1

Kumber of Banks at the Number of Banks at the

Districts
end of 1983 end of 1986
Commer Co-op RRBs Total Commer Co-op RRBs Total
cial cial
Last Khasl 4 5 6 55 45 6 18 69
et P 3 .35 3 9 303 13 19
Jaintia . 6 3 2 11 7 3 10 20
Hills
Bast Garo
Hills 7 3 - 10 10 3 - 13
West Garo )
Hills 19 e - 27 24 8 - 32

Source: Directorate of Industries.
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3ele2.1l. The Commercial Banks:

The Commercial Banks run their business mainly on commercial
terms. They are mo3tly security conscious amd their principles
are guite rigid. After nationalisation they have introduced
several schemes like Composite loan Scheme, Self-employment for
Poor Urban People eic., which liveralised the lending activities
and formalities. The table aumbzr ¥ reveals that the commercial
banks occupy the highest positioan. Out of totai bank branches
(153) the commercial banks are 89 which is 58%. There is an ia-
crease of 10 banks in 2 1/2 years. The East Khasi Hills consists
of 45 branches foliowed with 24 branches in West Garo Hills. The
growth of 5 banks in West Garo Hills alone shows the preference

given to this area ia setting up bank dbraanches.

Table No - 2

The List of Bank Branches as on 15th Dec 83%!

Name of Banks = ¥ _,Khasi ¥.Khasi Jaintia ¥.Garo E.Garo Total

Commercial Banks

State Bankof Iadia 18 3 3 17 6 47
United Bank of India 5 - 3 - 1 9
United Commercial Bamk 4 - - - - 4
Bank of Baroda 2 - - - - 2
Bank of India 1 - - - - 1
Allahabad Bank 1 - - - - 1l
Central Bapk 1 - - - - 1
Indian Bank 1 - - - - 1
Punjab National Bank 3 - - - - .3
Indian Over Seas Bank 1 - - - - 1
Union Bank 1 - - -1 - 2
Vijaya Bank 2 - - - - 2
Purbanchal Bank 1 - - 1 - 2
Federal Bank 1 - - - - 1
Central Bank 1 - - - - 1
Syndicate Bank 1 - - - - 1
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Regional Rural

Banks v T 2 2 - - i1
Co~operative

Banks 5 3 3 8 3 22
Urban co-~operative

Banks 1 - 1 1 - 3

The above statement will indicate the district-~wise position of

the branches of differenit banks in the state.

It will appear that the total nuaber of bank branches
in Bast Khasi Hills is 56 and 25 in West Garo Hills. Among the
cummpercial banks the State Bank of Indiz consists of 47 branch
in Meghalaya oul of the total 79 branches. But the remaining
commercial banks iike Central Bank, Syndicate Bank and Bank of
Baroda etc., have their banks in Shillong, the capital itself,

There was a branch expansion prugram in 1982 - 85 and it was as

foliows:
Pigtricts Bumber of Ideatified Centre
East Khasi Hills : 21
West Khasi Hills 21
Jaintia Hills 1
Bagt Garo Hills 15
Wwest Gare ilills 10

The licenses werv issued by Reserve Bank of India to
State Bank of India in favour to open branches in Amlaram of
Jaintia, Selshella and Zikzak in West Garo Hills. The licenses
to United Commercial Bank (2Branches) and United Bank of India
" (lbranch) are still pending. fThe Reserve Bank of India alloted
13 centres to kXRBs (Regional Rural Banks) in Zast and Weat Khas

and Jdaintia Hills.

Various schemes of (Comuercial Banks:

1) Iead Bank Scheme: The scheme is an area approach for the
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development of baunking and credit structure in a particular
district or locality. In Meghalaya the State Bank of India
(SBI) has been working as a lead bank for all the districts.

2) Differential Interest Rate:

The scheme is meant for backward and weaker seciions
whose family income per annum does not exceed 2000/~ ia rural
and Rs. 3000/- in urban areas. The total amount of loan is
6500 (1500 for working expenditure and 5000 as term loan)
given at 4% interest rate. In Meghalaya the banks and other
financial institutions have adopted this policy. The total
advances under this scheme were 27,83 lakhs which was 2.42% out
of the total asdvances (1146.00). This amount was fixed inm

1571 and apperéntly has not been changed since then.

3) Under Self Employment for the Fducated Uﬁemployed Youths
Scheme the entrepreneurs cam set up Services, Industry or
Business as a source uf self employment. A composite loan

of 25000/- with 10% interzst rate and a moratorium of 6 - 18
‘months is given to the entrepremeurs., The District Iadustries
Centre sponsors the cases to the financial institutions in
this respect. Anotuner scheme of similar nature is (SEEPUP)
Self-Employment for Educated Poor Urban People. Under this
Scheme the elizibls entrepreheurs are given R8.5000/~- with

very aomiaal rate of interest without any safety margin.

3s1.2.2. Co=operative Bahks:

In Meghalaya the State Co-ogerative Bank was registered

in Shillong or 6th Peb. 1971. It has 6 branches in E.Khasi
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hiils and & in ¥est Carc Hills. The Apex baunk of Lhe co-operatives
controls all the branches frém its head guwarters. The policiecs of
'tne co-sperative banks are considerably flexible when compared
with the commercial banks, They provide direct financing and fiasan-
ciang through co-operatvive societiss. The direct financing can be
obtained tarcush acquiriag a temporary seubershkip from the bank,
The co-operative banmi wmostly comcentrate s om small and pigay
sectors. Tho requir¢meats to obtain finasce are xmore or iess the
same as that of comaercial vasmks. But certvain cuncegsioas regard-
ing tera of repayweat and iaterest rate etc., will be ziven. In

Heghelaya various industries are bemefited through establisbing

44

soclieties like homey growers co-opsrative socisty, leather weer

manufacture co-uperative gociety snd otaers.

E

3.1.2.3. The Regional Rural Baaks (BEBs):

Development of rural economy is to be cunsidered important
to achieve sociel giablilty apd cconomic growth., In the rural
sgctor the credit requiremceants of village artisans, craftsmen

and cottsge uaits are in & pitiable siate.

Ihe comzercial baaks apd others have been extending iheir
nelpy for the developmeal of rural areas but they normally 4o wot
ventmre with out fulfiillsgglaeir roguirements. Horeover the total
nelp given by thess baﬁxé may be oaly a fraciion whes compared with

toe total assistance reguired for their proper developaent.

In HMesnalaya, ivherv is only one REB -~ Ka Bank Nongkyn dong
Ri Kbasi and Jeiailla nills with its vranches extezding in Rast Khas
Weat Khasl end Jaiatia hisls district. It came into ezisteance on
29tinn Dec, 1981. Ia 1983 only 1¥ orancies used to sxist out of which
6lwere in £. Khasi hills. By 1986 there was a tremondous iucrease

: . ) o 1
in the auaber of 9rancnes(4l)l which was nearly a 400%" increase-
Source of the date 1: Dirsctorate of Imdusiries. -



The distribution of banks is rather uzneveam. 7The B.Khasi Hills,
¥.Khasi hiils and Jaiotia hills contais all the branches but East
=Bl West Qaro Hills are left with no bramch. The funciioning of th
vaak is efficieat but it has not been able to accumulate the depo-
sits like that of commercial banks. The RRB does not comteatrate
on all districts but is limited to a particular region. It looks
after the neceds of smuall znd marginal industrial units, rural
artisans aand small eatreprensurs and perscns who arc engaged in

small businesses.

3.1.2.4. The Development Banksg:

An important {eature in the structure and orgemisation of
the banking aystem is the sstablishing of the financial eorpora-
tions, which provide to taose sectours to which tav commercial
banks do aot provide finance, Thé developiment banks mainly coa-

centrate on long term finance to the imdustrial uaits.

The Industrial Development Bank of Iandia (IDBI) is am orza-
Bisstion which desls with a systematic development program to pro-
vide finance to the imdustriss and concenirates on solviag the
problems of iadustrial fimance. It granis loanms, suﬁsidies and
concessioaal finauces to the indusicial units. It also subscribes
debsantures, purcnasé boads «nd stocks of industrial coaceras,
“underwrites the equity caepital and by far the most important
fuasction is tnat it creates refinance facilities to the financial
inastitutions.

Tac varioug services done Oy this ianstitution are providing
tecnnical and adminisirative assistaance, conducting invesiment and

@arket ressarci programs, surveyg on tecand=-econcaic needs of

[

indugiries and restoriag the lacuna belwesn various industrial

889CLLT8.,
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In Meghalaya the branch IDBI csme into existence in 1986. ZThough
the IDBI is an important organisation the branch IDBI in Meghalaya
is rather a new imstitution and will take time to participute
actively. The various schemes implemenied by this organisation

in Meghalaya are refinancing of iadustrial loam scheme, soft loan
scheme, seed capital scheme and concessional refinance scheme ctc.
At present it is providing fiaancial help to various institutions
to conduct the traiaiag programs, workshops etc. The setiimg up
of Mezhalaya mainly helps to overcome the difficulties of raising
finances and providing refinance facilities to the various [finan-

cial and service lastitutions.

3.1.3.0. The Financing and Servicing Ianstitutioas

3.1e3%3.,1. Introduction:

In between the fimaneial orgacisatioms which provide the
necessary help to acquire resources and purely service organisa-
tions which are interested in the development of the region,
there are some institutions which try to balamce the dual funcfioa
of finauciang and ssrvicing. They provide finances after a careful
study of the viability of the proposals of the indusiries. Some
times they may taike a risk of promoting an industry of doubtful
viability but of social utility. Gernerally these institutions
ere either wholly financed by the government or supported (Guaran-
te«d or Underwritien) by the goveram.nt, There are four such
major isstiiution operating in this state with thsse policies.
They are ileghualiaya Industries Jsevelopmeat Corporation (MIDC),
Assam Finance Corporation (4FC), North Eastern Council (NEC)

and Khadi and Village Industries Board/Commission (RVIC/KVIB).



The first two iastitutions are interested in the regional deve-
ilopment. The AFC comceatrates on four states of the Norih East,
where as tne taird one the NEC is interested on the balancea
growth of thé entire North Eestern Region. The last one is
targeting on the developmenf of pigmy, small and village industrie

of Meghalsya. -

3.,1.3.2. The Meghalaya Industries Developmeat Corporation (MIDI):

The MIDC is a premier institution waich functions us a
policy formuliating, co-ordinating and monitering agency for the
development of the indusiries of the state. It amaintains close
relations with various fimancial and service institutions at
stale and central level., It provides both financial help and
service to the large, wedium aad smzall industrial sectors. The
corporation provides a comprehensive range of consultancy services
like technical, economic, managerial and marketing assistance to

the eantrepruneurs.

Objectives:

1. The orgaiisation encourages ithe entreprencurs tc set up,
expand and modernise the imdustrial uaits of public snd private
sSeciors.

2. 1t undertskes the respoasibility of establishing business
uniis in particular liines where there is no sufficient demand
from entrepreneurs.

3, The corporation underwrites or participates in equity capital
and provides medium ead long term loans.

4., Tt nelps the unit turough evaluatiing the projects, prepares
feasibility reports, undertakes the responsibility of supplying

raw materials and machinery cn a nire purchase basis.
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5. It takes accive lanterest in Jflﬂ ring tecnndlogy and expertise
from other parts of zhe country. This eatourases setiing up of
industries tnroush coliavoration witn prominent industries at

the national lével.

&. It conducts cne movivaticnal programs like sémninars, worxKsinops
demonstrations waud vurious techanical itraining courses like
Entrepreneurial Developsmenl Programns (EJP) and Batreprene.rial

ﬁOleatldﬂul Programs {(LMP) ste.

The MIul is eiigibrle to advance « ifoan up o 90,000 to an

. . c o 4 A . . . , , .
individual uwnit with 12.5.7 as interest rate. Tne loasn reguire-

weuls above 90,000 wiil ve recommended to tuae vanxs on ihie guarant

spivea by I,

The reyullemuniss

l. The firm soould be « registered unit.

2. The project swoulu be visble.

3. ‘Phe porrower should voantsioute 2H% as sargin moaey ouce of the
tetal project cost;

4. .oans ars to be gusranteed oy the tnired person woo is finun-
Cially sound oz tue porrower supouid proviuve security for the same,

i

S. Tie formalities sisge morigage cad hypoihication s.iuld be
compleie ia =il regpects.

. The loan is .0 De insured anu 11 essets of itue anit are to be
1t tae lavour of tae corporation.

7. The borrower guould perivsdicslly sudmit tee finuntial state-

Agui wiica reveals uls finaaccial posiivioa.
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Subsidiess

1. 4 capital subsidy of 253% oa fixed capital inmvestmeatl (only
pirant and machinery) i8 given 1o ihe watrepreneurs.

2. 4 traasport subsidy of 90¥ will be siven to local entrepreneur
wuoBe purcheses and sales are from outside tue state.

3. An exemption of 50% of stamp duties and preferentlial treatmeal

to sanctivn the louwns 1o .ne tribal sulreprincurs.

-

4. Price concessioas upto 15 are allowed.

The HIDS ideatliried certain projects which kave good scope

-

T ABLE~-3

MIDC Projecis_iam the Seveni Plan

Amocunt in Crores
&%

Home of Lze Project Project Cost Year of expected
aod location (Crores) comaissioning of the
_Tactoxy
1. SIDU Jement Plant - o N5 s
Garo Hills Rs. 68.60 1988-89
2. Taantalum {apacitors ' N
Project, Khasi Hills Rs, 5.00 1985-86
5. Clay Washery
Nucleus iant & ~
(Xuclieus Plaant for a Rs. 1.26 9.4,

uzmber of dowastrean
small scale Inds).

4. HMeghalaya Phyto Chemicals

(Zehabilitetion) Re.  3.45 Bxistiag

5+ Steel Roliing Mill

Burnihat Indi. Area Rs. 1.20 1986-87

6. Hotels «t Shilliong, B s v, e )
Jowail anu Tura Rs, 1 Crore Rach %;E;né the 7th
Tapioca Starch Pro- | ~

7. Tapicca Starch Pro Rs. 2 Crores YA

ject, W.Garo Hilis

Source of the Data : MIUC OQrgamisation, ig87.



for coming up through utiiisimg locally available resources. As

a ceoveloping agency i1 is encourasiug new salreprensurs by provid-
ing accvmodation end organising techmical and marketing agsistance
te set up the imdustries in industrial estates. The uaiis in
industrial estates wre being provided witn éaricus ven«=fits like
cuncescivng in rent, weter and power supply and raw materials,

one {vchihicsl training courses b, this organisstion are bLeneficial
{¢ improve techuical procesees, selection of machinery, use of
acdern technigues, layout and designe eic. The éntrepreneurlal
Development Progrems (EDP) are helpful for the developaent of
entropreneurscip im ke ctate. The trained uneaployed sraduates
and dipioma nelders ere also being finsaced undser Self Employment
for Educated Unesployed Youth(SERUY) scheme by ¥IDC or it sponsors

the cases t0o banks or obtaer financial imnstitutes.

The organisation iavites private finance from industrial
uaits or frim recogaised financial iastitutions in setting up
new industriai units. Various industrial units are requested to
opea aancilliary units and subsidiaries in Meghnalaya. 7Tioe Hegha-
laya Phylo-cneaicais :ta B,Kha3i Hiils is a colliaboration wiih
India Caruch Limited Qroup. The Asssciated Bevergges Nimited is
a collaboration with Parle Exports Limited, Out of the total
financing a certain amount is fisaasced by MIDC ia ajl thess
industries. Pne MIDI invited a group of experis from SIET,
Hyderabad, to study the scope of setling up cementedbased indus-
tries in Meghalaya. A watch agsembling unit ia Shillong, is an
aaCisilary of HMT and was syonsored by HMILC. It is also makiag
eff rts to satablish & HMeghalaya Elecironics Corporaiion with

the iamported techrnology Irom France.
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The orgsemisaticn is also providing specigl assistance Lo
small aasd pigmy units. The goverament purchase stores program
provides much assistance tu the small units. The producis manufac-
tured by ihese small units are exclusively purchased under this
program. Toe corporation is eancourazing the Comzon Pruduction
Progiem under which a group of catrepreneurs are colleciiwgly
engaged in a particuiar product. 7Thus the MIDC is adopting an
integiated approach for the development of indusiriadisation in

state.

3.1.3.2. The #SSiM Fineacial Corporation:. (AFC)
A

The A¥C 18 & developument imstitutiocn which concentrates
on the pectors where tane commercial burks gives lesst or nov pre-
fervnce in providiag Jinances. Eeghaléya does not nuwve a fiawncin
corporatidn of its own but depends upce ithe AFl, The AFC looks
arter itne afraeirs of four states 1 ¢ Assam, Meghalaya, Tripura
and Haanlpur. st .oe stale level, APC is thne second iwsportant finz
cial imatitution ismedialtely after MIDI. A brasck of the AFC hus

slartea functicning in Shillong.

Tne QObjectives:

i. The corporatioa reanders Tigeucial belp to mecium and small
units. It essists the entreprenours in sstiiag up new uaiis,
2. It encouruges the establishmeat of vusiness uaits in remote
Viiiage ond backward areas.

k2

5. It asgists in utilising locally av:
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Batercrals for izdusiries.
4. The corporation underwrites and pariiclipates 1la capital
iavestuzsat,

Trne conditions for sanciioning loams are tihe sasze as that
of KID: mad ine commercial banks. Tue vari.us schemes adopted

s



by APC are:

1. Special Capital Scheme: It assists the eutreprensurs who
aPs unable 9 bring she 25% maryin money tu start the business.
The gap betweea the reguirevd margin aoney aad entrepreneurs’

coatsibution is fiazaced by AFC uader tnls schoms.

2. {omposite lLoan Scheme: (Already discussed uader 3anxs)
3. Sesd capital Schsme: A gqualified new eatreprwaeur wos could

20t 8tart a busimsss unit dus t., lack of sufficient =money will
ve financed with a misimum of two iakhs and maximum of 15 laxhs
uzdsxr this schems. _

4. Scheme for SC/ST Zntrepreneurs: This scheme helps the SO/8T
zatreprepeurs for eaetablishiag new waits with a aminimum of 3500
and =z maxinum of three lakihsg.

5. EBguipwent Pisance Scheme: It provides assgistance to medium

amd small scale uniis to purchase the plant and machiaery and

v

ther cepital goods raguired for their business,
c. Samell Loan Scheae: Twis is amainly for tas ssif-employnent
0f the gualified anemployed eatrspreénsurs or persoss who Gesire

t0 stand on ThaiT Owne.

The evaluatioa of the project at the uranca level is doae
by a managsr. The project suould be techaically, ecoanocamically
and fiaéJ01ally fousible. Oacs the coandiiions are satisfied the
credibility of the borrower is obsurved. The time consumed to
accept = proposal im comsiderabiy less than other financial
iastitutions.

the following table revsals tne iaterest rates chravzed

for different schemes:
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TABLE =B

AFC Interest Rate Stiructure

1. Small scale units in backward aresas 12.50
2. Otbur new uanits io gpecified backward wreas 1£.50
3, #Modernisaiion pssist.nce (All umits) 11.59
4, Renabilitation Assistance (Small units) 10.00

5. Composite loan upto Rs., 25000/~ per umit o
Arvisun, Villazge «nd Cotiage and small
industries in tiny sect.r o 16.00

6. wor umits promoted by schutalied vasve/
Scpeduled Trids Lalreplovisurs

Loun bove Rs. 25000/~ 12.50

Loan up %o Rs. 2500G/- 7.50

7. fechnical and Medi.al Graduate Scheme 11.C0

8. 3mall Loan 3chemes (ug to 12,000/-) 11.00

9. Eyuipment Piaunce Scheme (LFS) . 14.00
The AFC in Meghalaye is wciive and is making eflorts to

develop the re.,ion iudustrially.

3.L43.3. The Horth Rastern Cuwuncilil: (NEC)

This orgsnisation has come into gxistuoce in 1972 as &
Ceniral government sgency. It is an institutior which endeavours
to b iab the economic development in the Horth Dastern Reglun,
To €uCuurage ithis itrend the council has co-ordinat.d sevoral
agvelopmental activities for tue greater use of locally availabie
resources., The NEJ acis «s a fiansascial ianstitution and provides
fiuance to ihe state goverament. IU does nol provide directing
frnancing to ihe staty guveraw.nt, It organisss survéys aad area

ressarch programs walch are useful for inter and intrastate
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dévaiogmant. The Norih Zast states ciffer in their language,
cultiral =ad social Ffactors. The size of tpe states is small
and»the proxini.y fvtween tnese states causes tzem to influence
cach other in various aspecis. The schemes and policies of NE
as a whole concentrates on zocio-economic development of ths

gatire norto east.
The various acltivities of ths HNEC a&re:

1. It conduets surveys tiorough appoiating a set of experts on
different fields sike plamning, industry, bvaakiag (finznce),
winerals, power aad wuter resources.

2. Conducting special trainiag programs by inviting institutionsl
neads aod information officers from other parts of the couniry.

5. The study is made to understasd the problems of tiwe NI region.
It formulates co=ordinated schemes and projecfs for the develop=-
ment of ihe anorii vast.

4. 1t provides finances to various schewes, arranges worksaops
wnd seminzrs on differcat aspecis like developmeni of manpower,
norticuliurel growth, pilet projecis for watersheé managedent and
rarzl developmeat workshops etc.

5. fThe council ussists the state governa.auts in raisiag fisances
from various finenciad iastitutions iarough parvicipatiang io seed/
ggeity capital. The projecis sn.uld be beneficial for more then
ong stats. The Organisution takes interest on vhe developmeatal
aCiiviiivs of borwer wreas liwxe consiructivn of roads, setilng up
of power projevis after cerefurly study. The stute governments

~ usually suow lack of intersst to do azuy sort of invesiment



programs in tiese areas. The HNEC thus pruvides the anecessary
infrastructurel ~wogeiveuments and otuer service activities waich
are importeni for v developmeat of the inddstries of tuads

sion., It finances tee t0tal exgenditure fur the training

programs givea by various iastitutions like ﬂaticnai Institute
of 8Smail 3cale Extension Traia.ag (NBITCO) ete. It prepares
feasibility reports on various schemes which consisis ample
potentiality liike dydro-slectric Projects, Projectis on Raad

Research Laboratury and watershned wmanagement.

The council ianvites various imgiitutions like Hational
Hemote Semsing As.ency, Polytechnolcgf Research Ianstitute, Jorth
naslern Rlecilric Power (Corporation (NELPCOP), Institutes ou
Hotel Manzgemsnt fs: advising on relevant branches. Taus t.eg
NEC is envisaging a brigat future for the development of the

¥orin Bust,

301.3.4. The Khadi znd Villaze Indusiries {omwmission: KVIU/EVIB:

Moot of .ne financial iansiitutions provide finaacial
aSeiBtence 10 larye iandustrial units. The other sectors like
village indusiries, smail traders and pigmy eatreprereurs offen
gulier to reise finencws for their meeds. The KVIC is mainly a

finangtal institution which nelps the business units run by very

smald galreprensurs ic remote viliage localities It iz providecd

wita various pacLese scaemes like gupply of raw aaterials, tools

zad equipment, provides marketing facilities gte. In Hezghaiaya
thue ¥VIJ0 is situtated at Sniliomg in 1975 by am act of HMegualaya
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Ilegislative Assembly. Later iwo braach offices have started

funciioning i. Tvia, the West Garo nilis district,

Tone Qvjeciives:

1. 9To deveiop toe amail snd pigmy iadusiries ia raral areas.
2. 70 create cmpioyment oppgortunivies to the emirgpren.urs

wiuo Gesires saif-reiianée.

3., To produce tic 00ds which can satisfy the local demeand.

4. To utilise tae locelly available ressurces as rvaw zaterials
to the iadusirial unics.

5. To provide fimascial ass istance for fixed aand operating
gxpendliture.

&. The cogporation provides machinery, tools amd ilmplerents
reyuired by taw uaidt at comcussional Dates.

7. Various graats, rebates and subsivies are

&4
[
<
1
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o
vt
g
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ENLIEProABuTs,

8, Tne orgenisstion offcrs training programs to the individual
arvisans, enltrepr.usurs mesmberg of re_istereu institutions aad
co=pperative societies who seek loans from the XVIC.

3

The gualified entrspreneurs or individuals are sslectsad
f.r tue traiming by the EVIC. They wil: uve given Rs. 200/-
stipend ang get tuoeglir itraianimg from KVIC Training Insviiute.

Qace the snire

e
Ly
¢
pu
a
2]

i & quslified traine<, he will Ue given &
ioan to start a Susiness. Tpe iloan wiil be gilven cithsr by VIS
or the KVIC sponasors the case to vhe bank o1 amy otner financial
iasiviturioa. As a part of the loan the eatreprensur <111 be
&ivern machuinery, tools and ceguisment frowm KVIC or any otuacr

aultiiorised supplier
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A subsisy of 25% om the total capi.al investment will be
siven as graat oy silate guvernment.- ?he grant may extend up to
75% 1f the .atreor.nsur belongs to the nill, border, tribal or
woaker sectio of thé society. Tuis opportunity will be givee io
a pefmanent registersd unit,

Yhe institution advises in whe operation of machinery,
maintazinance and guality of the products, scomomic usage of
ray amatecials etc. Thous the organisation has been implementing
various deveiopmental aciivities ior the upliftment of smaill

villege «nits of Me.halgya.

Section - 11

The Service Iastituiions

B3e2.00 Intrdduction:

i€t us pow take inte comsgideration aboutl the various
institutions in uvrief w:.ose wain cojective is to provide service
aszistance tu lps icdustrial units and entrepreneurs. They can
oo adivisory Douies lize Districi Iandustries Centre (DIC), Small
Iadusiries fervice Imstatute (SIST), Polytechnslogy Traansfer
Centre snd tue Govermsenit Iastititions lixe Directurate of
Incustries and Tae Direciruraic of Eeconomics and Statisticai

Evaliation {enire.

3.2+1le Districts Indust.ies Centre: {(DIJ)

ey I
A8 1

[}

U8 =#Ye such insitiwutlions whick were iatroduced
Quring twe Janata parily period. They are prim.rily service

iasiiturione at drigirici level waleh so0k ofter the zeeds of

gmail end vilizge industries of ithat district. In Meghalaya
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The DIC wes set up in 1982. Since then it nas been taking active
persicipation wad consideratle interest ia Lulliding up an iadus-
trial envircnment in :ne siate, To fecilitate its aciivities

taree brenches DICs wxe fuanciioning in Bast and West Caro Hills

g
=
L
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The abjecltivesg?

1. 7To make & survey of the number of industries alrsady sxistiag

and about aew entrunts, to identify the potsatial projectis,

o
<
3
”‘T'
‘k)

uating, preparing tschno-éconumic fwazibility reports sad

s

sficriag sdvices 10 eatligpreneurs,

Q

2. TO develidp the enlreprensurship, (0 prepare Lovien plans on

vace districi and tu upgrade tae skills of rural artisans,

ne Services:

1. Tae DIC provides teamporary registration to the viable projects
Ior & period of uvne year, This nelps the ealrepreneur to avail
tie benefiis iike banx credit =i concess.onal rates, industrial
sccomecdation, acquiring ras materials on queta systems sice,

€. Tus contre ricommends tae projects tu veriocus financial
ingtivutions like baaks, BIDJ, AFC silc. Under differsnt achemes
e anlis Cunh atyuire cae ioans at concesaioanala. 3acée the uail

starts functivning tne BIC will recummend for permanent registra-

3. ze unil Can e bheneilited by cielmizg various subsidies fron
tne statles goverament under DIJS's reconwendaiion.
fne various subsities are:
a) Cash subasiduy: The projects icentified by DTC will be eligible
to gt 2 subsidy of 253 om Pilant wnd fHachiasry wiva 3 maximum

& J

2p o 25000/~-,



b) Interest subsidy: The gup betwsen ipe interest rates chbargead
by rinumclald ias.itutions and the efiscrive rate of iaterest

wolen is 69, is cuwvesud by the state goveraaent. |

¢) Transport subsid,: The local uniils purchasing rav satlerials
=ad seliing finisaed goods outside tue state are given & subsiuy
rasging vetween 70% to S0 |

d) The raw materials: Tae uaits which depend wholiy vr partially
on scerce raw acierizls sre provided wila the raw zateriais under

groority basis.

Tie DIT .3 aculed by a General Manager and ssven fuactiona

o

Managers who are speciulissd in differeat fields iike raw catexr-
ials, economic investigatica =nd rescarch, macpinery and eguipawnt
Crecit, mardetiang, cottage industrics, exiension and trainiag

ussists tus uenerQIManager.

f’)

=T
.

e

Trnéy arc nCléfui ia luationg the project appiica.tisus
aaviciag the &G M in n@CESSary situwetions, acts as coensultasncey

to the entrepreocure on relevant aatters. The DIY provides
techuical cousuitanCy which neips the cntreprencur in solviag
technical problems. Iv provices various trainiag programs to

yvulng ecathuslustic vatreprvaeurs lice:

/Ba¥: Tue Aural Ipdustrices Project and Rursl Artisans Proeject
J J

provides lruln.ag pr.ogrums with sesipend, lozns «t coacessional

-

Telus und prefercace in alioting the reaw wseteriais undsr speci-

gulregressutssip 1ln ine state,
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SEEXPUP & SEEUY: (Discussed uader the Banks).

~emonsiratioa-cum-Tyainlng Program: It iatroduces various modern

mevhods and tuconigues fur modernisation and expansion of czxisting
snd new uaits.
Tae cesire conducts workshops, arranges demcvnstraiions

znd exhiblitioas, Industrial fairs, marketl mzets, buyer =nd seller

Es

gzis, seminars and m@etings for ihe benelit . watrepressurs.

v
-
o

acts 8 & 1link veitween siste level organisations iixe S5FC,

—
=1

MIoy end ceatral level organisations lize IDBI and HEC etc. It
is a co-ordinating azency wpich accepts ussistance from severcl
insiitutions, The activivies of XViJ, SISI, Slate Industrics
Depariment and other iustituiions uil stute and central have veexn
in.egratod with DIC. Tihus the DIC operules with ihe co-Opuratiun

2

0f als the zbove institutiunas

3.2.2. The small Indusizies Jervice Imstitute: (SISI)

The SISI primarisy concentrates on small scnie, village

«nd pesadi-craft incd.siries. It is = subosrdinate institute of
SIDO (8muil Inuustries Dévelopment Jraanisation), which is a
natisnal levesr orgaanisation for small uanits. The SI8I in Megha-
laya was established in 19735 <t Shillong in E.Khasi 4ills and a

aach SISI in Pura was set up <b 31st Set, 1983,, in ¥, Garo
nillg. Tue stale governument Laxes ine responsibiiity reguarding
tre tunceisnlag of the orgunisation but the policy frame work

is arawn ifoue SIDC.

Tne services proviued b, Lhis orgwnisziion are mure or

igss Lhe same as that of £IJ. They are:
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The technical services: The institute preperes various schemes

and project proiiies, provices tochaical literature, eguipmest
wnd desigres wioican zre useful for the exisiing uanits,

Consultancy Services: Theseé organisations in Heghalaya wre not

provided with experis on varicsus fieilds but this work is Ueing
done oy the zana.er nimselif. He'assists'the unt“fvzeuyura by
»,iving advices on how (0 s8<t up new units, evailuates the project
report, geips in writing feasibiiity reports, purchase ol machi-
nury, iastailation and operatiom of macninery ste. He clso
grovides agsistunce in giving information aboul raw materials,
finauce and marketi, |

Tne organisation conducis area surveys to 1deatify

vy the
ideal locatioms to set up industrics and marked reseovrcs 1o

uaderstand the demand of tho new prowuct and congumer satisface

-

Li0a.
Ta¢ tTaialay programs: Various courses on differeat managemeat

aspects lide ilundusir:al manageémsat, finaance, marketins and pro-
duction naaagenent ete, are veing given. The courses on technical

ugpecvs like carpe.try, eieciropietiag, weiding, automobile

¥4
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repalring arc given 1o tae teresied sutreprensurs. Trne iacsti-

PL
o
o

tule ovars ithe vxpenses of the irainees who get traiming from
reputed training insiitutions like Cemtral Poost Year Training
Ceatre wvic., It also deavastrations on ike process of produccion
lise Cowlx crayon, delerpont powier -ad metal fasvis.

“rucse train.ng programs help <he truiaces to léarn
Vurious skiils iu & specialised fiead. Iv wiii be wseful for thep

to slart setting up incustiries in wnat particular fieid, in
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hich they were trained. Cecrtificates are given after Lhe
completion 0f iie course. The prefercnce will be given Lo tThe
trzined esntirepremcurs than untrained, in getting finances, acco-
moiation, raw mutesisls <ic., to set up an industry. Toe Eatre-
oreneurial Development Programs and Intreprenwurial Hoitivational
Progracs also coanducted by SIET will be cncouraged oy tuls orga-
nigailion,

Tae Market Assistance: The units which are rogistercd under #H8ICs

(Baticael Swall Industries sorporation) Siugle rPart Resigtered
3chene et the benefit of seiiipg thelr procuce to the Governmount
Preferential Purchase Stores. It also provides information zuout
competiiion. Besides setting up new unils toe urgseisalion
CRCOUDastd anCissluly units by providing services .o lasly
ceveslopment. Tous the orgunisaticon sugpleavatl varlo.s activilices

2% ine smuid indusiries in Meghulaya

o~

3.2.5%. The Polyiechnology Transfer Ceatre: (PIC

S

Tee PIC 18 an «geacy winich briuges the gup between iLhe
tecunology ensravion and technology users in «a€e Jlrth Dast
Re_iva. It Primariiy cuacenirates o identifying tne scicuntifit
«nd technolio ical provicas of vhe indusicies of tie FIR., The
PTC i Megnalaya was =2otablished in august 1579. 9The insgtitute
neips to find out sorutiocns to the varisus problems from lesearch

aad Ueveiopnent Cealrzs and aéegraren orgpansisaticns in terms of

{4

creatific «wad tovhnologodeal wethods,
Several units wers covered fros the industrial sick

aess. Ia Meghalaya a dadl ali: had recovered due to the adupta-

tion Oof @odern technoisyy and knovwhow, & wheat 211l nad found
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a solution to ine economic utilisution of its waste bria wnd o
naaufcturer of caffsine was venefivted by utilising the ce-

caffeinated icw waustie into origuetted fucl.

In the sasie of the surveys made cvhe iasuvitute proposed
to start a rice aiil wuicy winimises the iavestamcvat and opera-
tion costz, 1o set up Tupiccs based iadustiries, fruit processing
indusitries znd sanufactuxr of cintrohella 0idi etec. It also
coanducts workshepa, mestings, seminars, . eot-to-golhers aud
consultaiive ueetings. It alao invites representetives irom
Goverament veparimeants, zducational and Fducationel aud Researchd
orgenisations znd Industry to aavisc om differeatl aspects of
developmeant. Thus it is un institutionm which proviies guide-
lineys on geveral aspectls for the developaeal of iadusiries in

meghalaya.

3.2.4. The State Iandusiries pepariment:

Apart from supervieing the programe of its braaches
suchh a® Meghaiaya iadustries pevelopment Corporation (8IDC),
9IC, »I18I, The Polytechmolegy Transfer Ceatre and the Iadustrial
gstates (all of whose activitiss arce described else where), they
also cperuie & number of industirial ualzs themssives such as

cherra cement factory, «ad Watcn Asseabling Unil etc.

Toucy are alsc resgonsible for licensing and registeriang
radustr.es, supplying raw asterials aad power ete. They also
co~orcipale tne ruguirewents under ladustries ict <nd smployment
State Insurwnce act ete. They alse monitor the industrial

nazerdg and poliutiocn. 1In few instances they wlso joined hands



with private entrepreneurs io establishing joint sector

undertakings.

3.2.5. pizectorate of Statistics and Econopics svalmation

Gentze:

Tiis institution momitors and coilscis zad compiles
all the informatlion imcluding inforamation sbout the statis-
ticg of iagdusitrial units, nusper of financial insticutions,

panks and tholr credit aeposit ratio, raw materiais available

gtCe. nowever, the compilation is not very timely and compre~

aengive., Uonseyuenily tue informatioan coumpiled by ihis

cirecivraete is only of mur.insl iatersst.

b4 *
L b4 6 hd
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CHAPTER - IV

Institutional Pinance -- Their support to ithe Industries

In this chapter we shall consider the scope of
operations of the various financial institutions which kave
offered finance to the 1ndus;;;;;—£;;£é of Megnalaya. The
non~-availability of timely and adeguate financs acts us a
severe restraiifﬁétggégéf :0r the development of iadusiries.
Prior to the attainment of the siate hood the induystries
often used to raise finances either from money lenders or
some other private sources. ILater with the introduction of
izustithtional finunce the banks ané the financial ccrpora-

tions were set up at sitate level and central leve: wunich have

played an important rols in credit aperations.

he industries which hzve some linkages with other
established uznits in the wajor iadustrial towns (avxiliary
end anciiiiary units) in the country have & natural advantage
of fipancial support and cusier access for their credit
rejuiremenis. Orn the other the Leq*;J siiall independend

units of Meghalaya waich zre purely local, draw upon ihe

ot

local material resources, market their preducts .umi services
to the lecal nceds have necessarily tc depend on the locally
available finarcial resources. Tnis secior of industries

is really the pack vone of industrial climate in this state
and suppgorts 2 sizable number of entrepreneurs «nd employees.
Most of these .eop:ie are in the middle or lower income
groups. A & matter of social justice the governmsat and

the nationalised banks =nd =ven other financirng institu-~
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tions owe a duty to give a helping hand to this sector.

The industries which fall undér this category are
the Hollow Block industry, Automobile repairs, saw mills
and furniture works etc. The entrepreneurs involved in
these types of industries do not have the resources to go
to far off places like Calcutta or Gauhati to run around
the financial institutions for a ioan of a paltry sum.
Their needs necessarily have to be met by the financial
institutions loeated in their own districts. Recoghising
this problem the Meghalaya Government had demanded and
got the concurrence of the central governmeat that all
anational level banks (Private and Nationalised) have to
establish atleast one branch in this state, Though this was
done in 1979 even till today there are some nationalised

banks which do not have even a single branch here.

In the light of thisﬁ;hgre is a good case for a
review of the performance of financial institutions in
giving support to the local industries, It would be
necessary to evaluate tneir performance as to whether
they could meet the requirements. If they could not

one should try to understand their dif:iiculties which

prevent them in performing the task.

Initially let us take about the fimnancing done
by the commercial bunks. The following table pres.nts
the picture of deposits, advances and Credit / Deposit

C/D Ratio of the commercial banks in 1982 and 1985,
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Table No - 4.1

Deposits, Advances and Credit - Deposit Ratio

of Commercial Banks

As at the end of Dec-1982 As at the end of Dec-~1585
Districts

Dep Adv C/D Ratio Dep Adv C/D Ratio
E. Khasi
Hills 6032 1351 22.40 10625 2722 25.6
W. Khasi '
Hills 69 32 46 166 76 46
Jaintia
Hills 346 83 24 604 227 38
B. Garo
Hills 52 12 22 142 75 53
West Garo
Hilils . 351 138 39 788 341 43
Dep : Deposits.

Adv : Advances.
C/D Ratio: Credit/Deposit Ratio.
Source : Directorate of Industries.

According to this table the commercial banks played
an iamportant rale in collecting deposits from gemeral public.
Out afthe total deposits (6850) the E.Khasi hills alone
amounted 6032 which was 88% in 1982 and it was 863% in 1985.
The reasons for the growéh in E.Khasi nills are - - Shillong
the present capital of Meghalaya is zituated in E.Khasi
nills only. Up to certain extent the pact of influence made
by Assam government had gived'an epportunity to develop this
part of the state industrially. This made the banking institu-

tion to take interest in this area, It is important to note
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that the C/D ratio in E.Khasi hills is lowest among all
districts. But compared with rest of the districts the
deposits and the amount of advances is satisgfactory in B.X.
hills. The ¥W.Garo hills stands second with 788 in deposits
and 341 (lakhs) in advances wifh 43 as C/D ratio. The
deposits as weli as advances in W.Khasi and E. Garo hills
remains insignificant. But their C/D rario is quite high

which suggests thal there is a good demand for hank finance.

After the commertial banks the nexmt important banks
are co-operative bamks. Their branch network is well spread
they are takiang initiative in coliecting deposits and pro-
viding; advances to the ipdustrial units. According to the
table no. 4.2 except the Jaintia hilils rest of the districts

consists & high C/D ratio in 1982. 1In 1985 there was a good

Table No = 4.2

Deposits, Advances and Credit - Deposit Ratio
' QF Co-operative Banks

As at the end of Dec-1982 As at the end of Dec-1985
Districts p.,  aav  ¢/D Ratio Dep  Adv  C/D Ratio

B. Khasi

hilis 522 327 63 750 495 63
W.Kkhasi '

nills 36 17 47 94 192 203
Jaintia

Hills 142 26 8 301 64 21
Hills 35 26 77 102 44 44
. Garo

Hills 139 92 66 344 73 21

source: Directorate of Industries, Meghalaya.
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increase in the deposits and advances but the C/D ratio is
rather disappointing in Jaintis and Bast and West Garc
Hills. However in ¥: Khasi hills there is a tremendous
increase in the C/D ratioc whkich was 203 in 1985 when coumpa-
red with 1982. This shows an uneven credit system of the
co-operatives.

As it was found that the rest of the banks are
kevn in collecting deposits than advancing loans, the state
governuent concentrated on the development of Regional
Rural Banks (RRBs) in the state. They are the new start
in Meghalaya. Their branch network is expanding rapidly.
According to the table no. 4.3 only E.Khasi, W.Khasi and

Table NO - 4.3

Deposits, Advances and Credit -~ Deposit Ratio
of Regzional Rural Banks

As at the end of Dec-1982 As at the end of Dec-1985

Districts Dep Adv C/D Ratio Dep  AdvV C/D Ratio

E.Khasi

Hills - - - 132 52 39
W. Khasi .

Hills - - - 43 24 55
Jaintia '

Hills - - - 37 14 39
E.Garo

Hills - - - . - - -

W.Garo

Hills - - - - - -

Source: Directorate of Industries, Meghalaya.

only E.Xnasi, W.Khasi and jaintia hills consists ithe RRBs.



There is no braanch in E.Garo and W.Garo hills. The deposits
are meagre and the C/D ratio was not up to wmark. The state
government vesides concentrating on the branch expansion,

should alsc make efforts for their efficient functioning.

The process and achnievement under the annual action
plans of the banks in Meghalaya can be seen in the following
tables for the years 1984, 1985 and 1986.

Table No - 4.4

Progress and Achievementis
Achievements Under Annual Action Plan -
as on 3%1.12.1984

Districts Industries Total
- — A b~—in-~-0003
0 A 0 A
East Khasi 30,06 36.90 488.86 789,00
vest Khasi 6.04 1.09 83.21 74.71
Jaintia 24.15 7.99 83.61 131,38
East Garo 6.99 2.73 44,53 29.73
West Garo 7.28 5.47 76.86 128.37

Source : Directorate of Industries, Meghalaya.

The above table reveals the percentages given
to the industrial outlay out of the total outlay was only
9.5% Tuoe industrial achiévemept out of the total achieve-
ment out which was only 5% shows that fhe outlay could not
be reached. The East Khasi and West Garo hill distriets
exceeded the targets out rest of the districts were unable

to mect their targets.



Table No - 4.5

Progress and Achievements
as on 31.12.1985

bDistricts Tadustries Total {Amt in 0003>
0 A 0 A
Esst Khasi 40,00 100.34 316,26 910.13
West Khasi 2.63 3.49 88.38 93.38
Jaintia 14.14 6.50 99.56 79.64
. Bast Garo 7.65 3,51 73 .66 40.12

West Garo 10.82 12.57 168.34 180.83

The percentage of total achievements 6ut of the-ﬁercentage of
total outlay was increased by 2.2. The E.,Khasi hills shown
a sharp increase in its performance when compared with the
1984 achievementis. The total outlays in W, Garo hills were
exceeded considerably. The outlays of ¥W.Khasi hizds and
Jaintia hiils were reduced waich followed with the decrease
in échievaments. But the E.Knasi hills far e&ceeded its

~ achievements over outlays by 1 1/2 times i e from 40 to 100.
It is quite clear frowm the percentages of outlays there is
considerable decrease in &ll districts except E. Khasi hills.
However tThere was an increase in the achievements ia percen-~

tages of W.Khasi and W, Garo hil.s.

The table no. 4.6 reveals that there was not much
ciange in the outlays of 1985 and 1986, The achievements

also show a similar pattern expect in E, Khasi hills.



Table NO = 4.6

Progwess and Achievements
as on 31.12.1986

Districts Industries Total Amt in lakhs
0 A 0 A
BEaat Xhasi 60.17 . 40.53 . 501.80 . 675.40
wWest Khasi 4,25 | 3.86 124.90 143.14
Bast Garo 9,00 . 2,24 . T77.22 . 49.55
West Garo 15.00 @ 12.27 204.49  141.86
0 : Outlay

A : Achievement

There was a substantial decrease in the achievement
of E.Khasi hills from 100 to 40.53. The percentage of the
achievements also snowed a decreasing trend.in all the dis~
tricts excepl imn ¥, Garo hills. Thus the actual performance
had changed noticeably, with = tremendous increase following
with & depressing phénsmenon of reduction in 1986, Thig
shows the tempo -0f growth coatinued monotonicallj in out-

lays but the achievements had been fluctuating vigorously.

The following table snows the group-wise distribution
of the number of reporting ofiices, the aggregate deposiis and
gross Bank Credit from Dec 1982, 83, 84, 85 and 86. The
benks majorily divided into State Bank of India Group, Nationa-

lised Banks, RRBs and other Scheduled Banks. It was followed
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by the total bank picture of all scheduled banks. The
table reveals the above details with a division of the

state in to rural, semi-urban and Urban/Metropolitan.

g_able NO - 407

3tate Bank of India Group

Year Rural Semi - Urban Urban

(a) (B) (ec) (a) (b) (c) (a) (b) (e)

1982 32 5,29 2,58 10 20,18 5,45 - = =
1983 36 7.76 3,88 12 29,45 5,87 - =~ =

1984 39 9,48 5,01 5 7,85 2,81 8 27,46 6,04
1985 42 11,16 6,24 5 9,15 3,55 9 34,48 8,41
1986 44 16,56 7,59 5 14,12 4,09 9 36,02 9,14

Ant in lakhs.

(a) : HNumber of Offices

(v) : HBmouant of Deposits

(¢} : Amomnt of Advances |

Source : R B I Bullétins, Statistics wnd Econsmics Evaluation

Centre, Meghalaya.

The State Bank of India has become one of the challeng-
ing banks with its iacreasing consideration andé effort to
uplift the economic developmenit, The agtivities of the
commertial bamks in this state and all the north east regicn
are co-ordinated by the development officer, lLead bank scheme,
at the regional oIifice of 8BI, Shillong. The rural areas
consists 52 branches out of 42 total bank branchés in 1982,

B& 1986 thére was an increase of 16 branches and the amount
of the de?osits also increased by 1 1/2 times in 4 years

from 25,47 to 66,70. It is interesting to observe that out



of the 44 branches in rural areas, the dezposits. were 16,56

but, in 5 cranches of semi-urban areas the deposits were

14,12. But in these years there was an increasing trend in

semi-urban areas. This may be due to the opening new bran-

chesg in urban areas.

Table No - 4.8

Nationalised Banks (Group I & II)

. Year  Rural Semi-urban Urban

(a) (®) (c) (a) (&) (c) (a) (b) (c)
1982 - - - 2 3,76 73 - - -
1082 1 3,81 8 16 29,94 5,83 - - -
1983 - - - 2 5,35 &6 - - -
1983 11 4,35 1,02 16 38,48 7,42 - - -
1984 10 3,86 1,62 5 9,07 1,73 14 44,38 8,64
1385 10 4,44 1,87 5 11,58 2,46 14 48,07 10,93
1986 10 5,78 2,25 5 13,71 2,67 14 57,16 13,58

Group I : Nationalised banks (1969).
Group II: " f (1980).

According to the table the ationalised banks includes

the 14 nationalised banks in 1980. Their concentration was

mostly in semi-urban areas and contirued in urban
Their deposits were mostly from thouse banks from
localities. The C/D ratio is nearly 1/5th of the

sits in urban areas where as in rural arcsas it is

semi-urban
total depo-

around 40.
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This shows that the credit requirements are higher in rural
areas and Jhe rural in&ustrial units are much depending upon

bank credit.
E_lee NO o 4.2

Refional Rural Banks

Year Rural Semi-urban Urban

(a) (v) () (a) (b) (c) (a) (b) (e)

1982 - - - 2 3,76 73 - - -
1983 9 12 6 2 23 4 - - -
1984 27 53 29 1 9 6 1 26 8
1585 36 1,37 72 2 15 9 1 60 10
. 1986 39 3,45 1,41 2 3 13 1 9% 12

The number of branches of RRBs had increased from
2 in 1982 to 42 in 1966. lMost of their expansion was in
rural areas. Their C/D ratio was more than 50, in rural
areas but in semi-urban and urban areas their zamount of

credit rangins vetween 19 - 60.

Table No - 4.10

Other Scheduled Banks

Year Rural Semi-urban Urban

s (a) (b) (e) (a) (b) (<) (a) . (v) (c)

1982 - - -

3 3,44 66 - - -
1983 - - - 3 3,70 17 - - -
1984 - - - 1 43 24 2 4,24 80
1985 - - - 1 43 26 2 5,26 69
1986 - - - 1 50 30 2 6,04 83

‘ v Y . . N
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The other scheduled banks were only 3 braunchss in 1982 with

no increase in the branches till 1980. Their deposits are

mesgre and this is same with their credit.

it shows that

they are not Raxing participation in the Meghzliaya.

Table No - 4.11

All scheduled Banks 82-86

Year Rural = Semi-urban
(a) (b) (e) (a) (®).: (¢}

{rbzan

(a) (b). (c)

1982 43 9,10 3,44 35 57,39 12,68
1983 56 12,23 4,92 15 77,21 14,96
1984 76 13,87 6,92 12 17,43 4,34
1985 88 16,97 5,83 13 21,31 6,35
1986 95 24,79 11,2513 28,69 7,20

25 T6,33 15,56
26 #8,42 20,13
2¢ 100,15 23,67

this table gives thne total banking piciure siace

1982 to 1v8b. 1In rurel areas the growth of branches is

rapid 1 e from 435 in 1382 to 93 in 1586.

This is an

increaging trend. butl in semi-urban areus taeres was &

decreasing trend ie from 35 in 182 to 1% in 19d6. where

‘&5 tosir pumber more Or les. renainsd sane

in urban areas.

The C/u ratio revesls that approximately 1/% the of the

total deposits nua been used as credit.

Mexghalaya Indusiries Development Corporatimms:

(MIDC)

After the seperation of the state, it was expected

tnat the activities of the Assam Finance Corporation

.would be further iamproved by the corregponsing orgznisation

in the new statc of Hegnalaya - - MIDC.



It was expected that this corporatioan due to its strong
roots in the local region and due to its knowledge of
the problems of the industries, it could do a iot for
the development of iadustiries in this state. However
the MIDC had taken enough difficulties into itits stride
in identifyin@ tiae problems of several industries. It
nas dcene only & marginal help to most of these iadustiri-
es. It is noped and expected taat they will be able to
do vetier in future., The various financed by the HMIDC
8ap be divided into different categories. The Sﬁall
Scale Production Organisations, Servicing Institutions

snd Coaumerciali Organisstions.

The basic data of the various industries regarding
taeir total capitel, comntribution by the entrepreneur,
subsidy and the loan given by the MIDC are given in
the foilowing tables. As can be seen from the batles-
bulk of ta. industiries velong tp small ssctors. They
cculé be dz#ided as manufscturing industries, repairing

and mainteinance industries sad trading iadustriss.

Table No - 4.12

Industries Financed by MIDC in 85=-86

Name of the Industry ngziil Contribution Subsidy %Zggn
East and West Khasi

Hills

Betel nut .62 - - .45
Bakery 4 78 15 .05 .58

Cont. LN ]



Barbed wire 1.90
Black smithy .14
Brush making 1.68
Hotel 60.00
Plour Mill . 64.00
Rice Mill .44
Press .80
Automobile 1.27
Tailoring 13

Steel Pabrication .14

Yeigh Bridge 5.74
Saw mill 2.50
Jaintia

Steel Pabrication 1.29

Gold Smith 22
Saw mill 3.51
Hotel 5.50

Bast & Vest
Garo Hills

Hotel & Restaurant$.40
Rice mill 1.06
XKnitting .15
4 units Yeaving 15
Black swmithy .08
2 units Weaving «15
Furniture 4 units .46
Motor works 2.92

Rice Mills 1.55

1.67
«34
.05
<05
.02
.05
«d2
.62

«69

.03

9-45

27
.02

25
.03

1.40
«08
1.26
27.00
44.06
«30
.60
<85
.10
011
4.04
1.90

.75
17
2.20
5.50

2.70
.72
.09
.10
.06
«10
34

2.30

1.03



Watch repairing .11 03 - .09

Bakery .12 .03 - .09
Type writer _

repairing . .10 .02 - .08
4 uqits‘Bakery .12 .03 - .09
2 " Cune &

Bamboo .06 .02 - .08
Bakery .15 .05 - .10
Saw miil 2.60 «75 - 1.86
Handloom «15 .05 - .10

Table Ho - 4.13

Industries Financed by.MIDC in 86-87

Total
capita

Loan

Bame of the Industry Cantributioh Subsidy taken

putomobile Industry  6.62 3.00 - 3.45
Saw mill 4.0u 1,00 - 3,04
Bakery : 1.58 52 - 1.07
Auto-repairs 2,61 .61 - 2.00
Press | 1.98 58 - 1.40
Handicrafis _ .19 05 - 14
Tailoring o w30 .03 - .27
Coior Photo
Processing ‘ 9.00 2.50 - 6.50
Off-set printers =~  27.65 7.€5 - 20.00
Hotel ' 16.29 | 4,29 - 12,00
Tyre and tube |
repairing 32 .08 - .24
. Mining 42.17 29.67 - 12.50

Hotel . 8.85 2.50 1.35  5.00



T.V Assembliing unit 4.90
Barbed wire unit 2.26
Lathe machinery 87

Hotel (Hotel Ceatre
Point) 111.00

Hotel (Tibrewal) 150.00
Trade snd Industrics 1.20

Hotel (Pepasus) 91.63
Shoe Upper
(Virgo lesatiaers) 45.00
Bows and .rrows.

(3 Units) , .72
Saw @mill (9.K.) 3.00

Jaintia Hills

Bakery 4 1.37
Hotel ' 18.42

E. ¥, Garo Hiils

30 Weaving Industries .15

3 Rice Mills . 893
- Carpentry , .15
Charka .08
Dskumanda House 15
Bakery .15
Handicrufis «15
Cane and Bamboo .07
Vehicle Repairs 1.55

X - Ray 5.15

Fre )

1.40

«45
.80

«35
7.24

.05
.26
05
.02
.05
.05
.05
.02
«40
1.25

3.68

3.50
1.60
<65

74.00
90.00

.75
60.40

29.00
.27

2,20

.02
7.50
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Barbed wire 3.22 .80 - 2.42
3 units Knottiing <30 .08 - .28
Cane and Bamboo .07 .02 - .05

The number of units wsich had tzken finauncial
help in 1985-8b were 38 but the anumber increased by ©
i e 44, by 1986-57. The total ampunt aswncticned in
85«56 was 102.08( in lakhs) where as it was 346.71
lakhs in &6-07. The subsidies were taken by very few
industries, Tuais shows thal most of ihe entrepreseurs
were non-iccals. This is beczuae ine ioczl entre-
prensurs are elegible to = capital subsidy of 25 out
of the itotal fixed assets. Qut of the total 102,08
lakje ©6.5% i @ B82.22 was sgpenl im East and west Khasi
Hills alones( 1985-86). #nere as in 1lYB6=87 , 97.3%

i e out of 338.71, 3529.77 was speunt on E. Khasi hills
(which inciudes W.Khasil Hills with 3 lakhs to a single
unit)e. In the resi of the districts the amount given

as «dvainces was amost insigaificant.

Assam Finance Corporation:(AFC)

The Assam Financial Corporation was established
in the year 1554 by {the Assam Stute Government ct 1951
to be the main agency for fhe term loan assistance to the
industrial unitis in the North Eastern Region including
the arevas curcrently under Assam, Meghalaya, Tripuba and
Manipur. This or_anisation mainly provides financizl

assistance to small units. The various azctiviti.s done
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by this organisation regarding financial help in Meghalaya
are: Graating loéns to indﬁetrzal concerns, financial
ag.istance 10 hotels .nd transport industries and Indus-
trial esiates. It also undertakes the guarantec for the
Loans raised by hanks and state co-Operative banks.

The foilowiang table summarises the total financial help

done by inis orgauisation in & period of § years.

Tabie No. 4.13

Details of the Industrial iosns sanctioned at Meghalzya from

1982 tO0 1987 (Amt in Lakhs)
Type of the Induatry NO. of Concerns Total Sanction
Transport 4 7.50
Rice Mill 1 .30
Hollow blocks o <95
Tailoriang and knitting i0 .95
Saw wmilis | _ 2 1.90
Mechanised Carpentry 4 2445
Automobile workshop 5 2.10
Hume pipe g 8.25
Printing Press 2 575
Stcné crusher 22 2.88
Lime Industry 1 2,60
raper Bag industiry 1 1.70
Steel Fabricatioan 2 <40
Hotel P4 51.82
Spice Grianding 2 .50
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Cendle industry | 1 .50
Tyre retreading 2 .70

source: &AFC, HMeghalaya.

The total units benefited by this corporationm
have becn 48 and their totel loan sancilon to all these
units amounted to $0.35 lekhs. The hotels asservice
industry was given 51.82 lakhs which was 57% out ofthe
total advances. The Hume pipe indusiry stands second
with an amount of 8,25 lakhs which was 9¥ followed with
Transport industry. The amount of loan sanctioned to
this industry was 7.50 lakhs waich was 8.2% out of the
total amount of advances. Tihese three indusiries togetl-
ner accounted 74.2 3§ winich was nearly 3/4 ths of the tutal
advances. Rest ¢f the units like Talloring and Knitting,
Tyre retreading, .pice grindim, eic., were givea very
anominal advances. However, the total amount of advances
in total 5 years shows that the organisation was not quite
active in lending aciivities. Tue hotel and itransport
¢ven taough comes under service inwdsiry they cacnot be.
really called incustries. The organisation should try
to eancourage wore smail manufacturing units instead cof

few lurge conceras.

The Industrial Development Bank of India: IDBI

The ovrgaenisation is a development bank started

functioning since April, 1986, As such the activities



of IDBI are very lerge and its orientation towards
developing the industries snd institutions ake quite
strong. But the branch IDBI in Meghaiaya is totally

a new institution. The activities ©f this branca in
tnis state was sliready discussed. Let us gbserve from
the foliuwing table for the financial assistance given
by this organisatiod.

Table No - 4.15

Assigtance by IDBI

—amb—in—1ak}s)

Types of loans Units Disbursement

. April 1986 June 1987
Composite ioans 168 13.6 12,88
Vehicles
{Trangporiation loans)
and other& ¢ o - 305 310041 315 .08
Women eairepreneursl06 2.28 2.28
Small Scale
Industries . . 20 46430 30.36

cource: I[DBI, Shil:ong.

The above tables reveais that almost 83¥ of the
total loan sanciion goes to vehicles and transpoftation
sector. Though &heir share is small itsecms ithat a
susstantial aumber of entrepreneurs in women and other
weaker seciions sec<m 1o gel assisteznce from the pank.
Tae wumver of the smaii scale units though is small gets
about 10% of the total snarz of ithe money with in the

period of 8o - 7.



Table NOo. 4.16

Assistance by IDBI

(amt in lakhs)

Types of Institutions Composite loans Gensral Loans
Canara Bank «50 Te5
Bank‘of Baroda - 33.01
State Bank of India 92 101.13
Vijaya Bank - 12.58
'Indiah Banx - 3.68
inc ian Overseas Bank ' - 045
Federal Bank - 1.34
Ka Bank Hongkyn Dong

Ri khagi Jaintia 2.20 3.64
MIDC . 8.18 158.81

Source: LIBI, Shillong.

The IDBI does refinancing through the commercial
banks, financizl institutions under two categordes:
Composite loans and geasral ivaas., Hore than 90% of
tbhip refiaanc is thiough the second scheme. Bulk of
trediy activitiws are througa MIDC =2nd State Benk of
India, togevher accouniing for 803#% of the icans. Tke
remaining share is t.rougb the other commeicial banks,
It appears thatl the general loan secheme is fevoured as
it epealles tué gnveepreneur 0 use the aoney judiciocusly

as per uis regquirenvants.

The Xhadi and Viilage Industries Board: (XVIB)

In i{he lasi chaptsr we have zlready discussed
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about the objectives and the assistances done by the
KVIB. The following table cobserves the financial
agsistances done by this organisation in 1985-84, 83-85,

and 1585-E6.

Table 80 - 4.17

Industrywise summary of progress of disbursements

Nams of the Industry 1983-84 1984-85 1985f86
Yillage oil 46 46 1.00
Village isather «35 «10 012
Laundry scap <16 .10 Hil
Village Pottary 1.14 .70 2,16
FPibre uanit 45 . 11 Niil
_C&m@mmw(% . ' |
Blacksaithy 1.48 3.27 3.04
Lime making .76 W11 .07
'Cane & Bamboo 58 .68 83
Processing cereals &
Pulses 1.26 1.57 1.99
Bee kxeepinmg 1.48 033 .78

Sgurce: KVIC, Shillomg.

The total dicburgement sf advancss is about
10 laxhs and is distributed among several iandustries.
The buik 0f the share goes to (3.04 sut of 9.99)
carpentary and blackswmithy. 4s can be 3een from the
table below the pottary induziry Zets tie next shave
(2.18). Tne processiag ceresals and pulses occupies

third piace with 1.39 1 e 19% out of the total «



advances. Tha‘loan amount increased considerably to
the village oil, village pottary and PCPI bt the
village leather and laundry soap were given no loaus,
The organisation should focus its attention towards
other industries besides giving loans to the existing

industries.
Proa the above studies it is clear taat these
institutions have to strive harder in identifying,

advising snd financing the potzntial industries.



SECTIOR - II

Problems @ General, Pinanciul wnd Service Ralure

In the previous puges we hed discussed the data
of iasiitutional finzaces for ipdusiries, The finsacial
iap.ts to ine industries are of vital importaace. They
should be available adeyualely and timely. However in
the course of study we found a related eand equally
igport.unt problism. Tuls involves the study of sifficul-
ties in collecting informution. Even if the indusiry is
@ goud risk sud the Tinancial isstitutions. have resources
to nelp tke indusiry in Meghalaya, there seems. to be a
communid¢ation gap and lack of imformation about the availa-

biiity of finances .nd the procedures involved.

Thus besiuas Geailing wisthh the financial aspects
it is <«lso imporiant to coacentrale oz the waricus probleams
woeicn infiusnce the financing of industries. Tikese protleas
Cann be diviued iate Geaseral, Social andé Culturel and

lastisutional Probleams ( Finanne und Service).

The industiries waicn are large and medium sccupy &
Vely min.r proportion of ths Potal industries., HMajor
concentration is given to smsll scale uniis. Tven tnough
tne present provliamms arc afifecting all industrial sectors,
the smail businesses ave more afiected. The indusirial
unnits prescnt & fascinasling picture iz planned indusiricl
deveiopment and providing opportunities for self-empioy-
meat 1o educaled men, wZperiencsd techaicians and coniri-

bute 1o the grewth of iudustrial eatrspreneurship. 7Tooy
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are powsrful touvls for ithe balunced regional econumic
developmeat of an underdeveioped stiate like Meghalaya
witih low Yeebnology and machninery.

The prcoblems faced by the industries and insti-
tutions are discussed in the foliowing paragraphs.

General Problems:

The general problems are the non-availabiiitu

of raw materials, inadequate and uncertain power
and water supply, lack of knowledge of markeiing, costiy
lebour, difficulties in credit =nd expensivec coasultancy

services etc.

The Social znd Culiural Broblems:

i. Provlems of Land:

The government policy regsrding land transfer
is yuite rigid. It is a serious problem faced by th 2
industrial units. The purchase zpd sale of land can be
done only by the tribtals snd not by others. On the
Gther hand the people and the local headmen have mors

authority and ownership over the land then the government.

2. Matrilinear societly:

The matriilnear and matriarchal society is guite
peéculiar which is rarely seen in ithe rest of the country.
The female members of the famiiy sre given importance
ratber than the mzaie members in Bducation, performing

family rituals and inheritance of properiy. The property



usually goes to the youngest female member of the
famiiy. Like the women elscwhere in the country, the
women here mostly conceantrate on household works etc.,
and very few businesszes like sale of fish, vegetables
are belng done by women. But the malke members are
entreprising and entiusiastic in setting up industries.
It is guite difficuit for them (men) to raise finaaces
for thelir business units. The entrepreneur hnas to
raise momey either from his savings or deperding upon
igstitutional finance. If he is fortunate enough he
will get mafried to the youngest female member of a
family. This dual system (enthusiastic men without
property ard non entrupreneurial women with property)
is quite an important problem in settiing up industriss

ia tiiis state.

2. Social Sonflicts:

Besides the various tribes existing ia [ive
aigtricts of Me.halays like EKhesi, Jaintia and Guro,
peoyie from the areas of Horth Zast like Assameese,
Nagas, Mizos ana Arunachalees stc., e¥en more from the
rest of the parits of the country like North and South
Indiana can be seen in this region. The social con-
flicts, misun@erstandings and disbeliefs are arising
between different ethnic and linguistic groups. The:
proper person ior & particular job may belong to a

certain coamunity. However, che soclal presoures and
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political situation may demand that the choice be made
from a different ethnic group. This is not only seen in
empioyment bui also in setting up industries and availing

the financesg given by the state government.

Eatrepreneurship: 4.

The industrial environment is still at the deve-
lopment state. The people of Meghalaya not been very
much exposed to the industrial atmosphere and that is
an important hindrance to rapid industrial development.
The cntrepresneur should be capable of thandling various
agpects like purchesing, processing and technical and
managerial problems etc¢. Recently there ﬁas a move to
encourage the locul young eutrepreneurs to eétablish
industries., Various sgervice institutions are condueting
exunibitions, industrial me«is, seaminars, workshops and
prégrams like (EDP) Entreprenecurial Motivationali/Deve-

ilopment Programs (EMP), to motivate the people.

5. #oney Lenderss

Most of the villeazers in Meghalaya are siaple
foliks. Thelr desires and 1ife styles are guite siaple
and most of them are illaéterate. This aspect is being
taken advantage of by money lenders. HMoney lending is
still prevelant in most of the villages of Meghalaya.
A private money itender has vhe following sdvanteges

over an orgehiisation like « benk in this region. He
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is easily approachable when ever rejuired. He has very few
formalities. His procedures are simple and reguires less
time in meeting the needs of the borrower. Quite often

the payment may be made in kind when sver it is found con-
venient. He asks fewer questions for which the loans are
taken.

The banks may pug rigid stipulations for the
purposes for which the loan is utilised. The procedure
may become too cumbersome as compared to a loan without
any conditions by a money lender. Atleast 90%’1 of villa-
ges in Meghalaya suffer from this malady of indebtedness,
The percentage of indebted households varied from 493 in
E.Garo, 66% in E: Thasi and 68% in ¥. Garo nills. The
interest rates for such loans were found to vary from

50 - 400% in different situations.

Source 1 : Directorate of Industirics, Meghalaya.

Insticutional Problems::

Finance:

1. The Land Transfer Acd:

As nentioned earlier the financial institutions are
regarded as outsiders. The financial institutions do not
accept land as z security for giving a loan to an entre-
preneur. The land mortgage is more complicatsd here than
in the rest of the country and these institutions are not
weil equipped in handiing this problem effectively. Various

banks an@ otker fipancial institutions in several meetiags
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urged the state governmeni to amend the fand transfer act.
The state government has taken this point into considera-

tion but effective steps are yet to he taken,

2. Less usuage of deposits:

The entrepreneurs and institutions usually
critisize each other im this respect. The entrepre-
- neur feels that the bamks is coliecting deposits but
is not utilising them for local needs. There should
be a regulation which demands the banks to use a car-
tain fractioéon of the deposits for the local industrial
needs. He alsc feels thait the rules and conditions
for the advances are guite rigid and the formalities
areo lengthy and time consuming. The bankers on the
other hand complain that very few entrepreneurs are
coming with viable projects. The managers of the finan-
cial institutions are also afraid of taking the risk o
vecause of a few unfortunate cases where the loans
turned out to be irrecoverable. (There was one case

in which the job of a particular manager was terminated,.

3. DQargeting larme Firms:

The number of Smell Scale Industries is auch
larger than ths large and medium scale indusiries in
Meghalaya. The demand from Small industries will
naturally be small when compared with medium ana large
firms. The commercial banks are mosily tarzgeting large

firms which Gemsnd large sums of money with sufficient
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security. The paper work, expences and time taken is large
in case of small units. More over the tact and patience
required by the manager is much more than large umits.

This causes the financial instituiions to be attiracted

towards large firms.

4., Concentration of Banks:

The spread of banking is highly uneven. Till
Nov. 1982 there were 5 Community Development Blocks (CDB)
that were totally unbanked and 11 CDBs with only one
branch, where as a particular CIB (Mylliem) was served
by 29 bank brancnes. The commercial banks and other
nationalised banks wmostly concentrate on the capital
city, Shillong and other (DBs like Tura and Jowai. This
shows that the remole areas are not being benefitted by

financial iastitutiorns.

5. Heavy Overdues:

The loans taken from commercial banks and other
financial institutions are not being used for the purpose
mentioned by the borrowsr. Sometimes the loans are being
used for consumption purposes of variovus kinds and also
for the repayment of the loans zhd interest to money -
leaders etc. This aspect nas not been given sufficient

care by these institutions.
6. Lead Bank:

- In Meghelaya the lead role is piayed by State

Bank of India. It is not guite eflicient in its aciivities.



The bank keeps the data regarding the number of villages,
along with names, aumber of defaulters and other related
statistics of the State Bank of India alone, but not of

the overatiovns of other banks. The bank does not have

a proper library amnd valuable published material it receives
fxom Reserve Bank of India. it never keeps any typse of
information regarding the total picture of banking at

any point of time.

Service Problems:

l. The Communicatiocn gep between Institutions:

The District Industries Centre, Small Industriegs
Service Institute, and Meghalaya Industries Development
Corporation invites applications from the candidates who
are interested in participating the training programs
conducted by these institutions. After formal inter-
views the candidates are s<lected and are . iven training
in various specialisations. The trainees who unave undsr
gone the training under EDP, IMT, EMP programs (a special
program is SEBUY) are asked to prepare project reports
of the industries which they intend tc start. Once ithe
project reports are evaluated the units «re given
temyofary registration, sither by DIC or by Stafe
Industries Department. The eatreprensurs who have not
wadersone the treining also can adply for itemporary
registration. The entrepreneurs after the registration
enable to acquire accomodation in indﬁstrial estate,

concessional water &nd power supply, raw materials
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under quota system etc. The unit which cannot raise its own
finances is recommended to the banks and other financial
institutions in the state. The DIC takes the responsibility
of evaluation of the credibility of the unit and sponsors

the application. The banks and'che institutions verify

the information in the application. They also make a recheck
over the évaluation done by DIC. If the reports are positive
they advance the ican t0 the unit other wise they reject

tue applicaiion. These financial institutions are sxpected
10 mention the grouads for the rejection. This feed back
about tne aumber °f applications accepted and rejected is
important for the DIC or state Iddustries Bepartmeni in

processiag the next batch of applications.

The communication gap is so wide that the banks
rarely bother to inform the DIC or the 3tste Indusiries
Departmeni about the number of applications in various
braanches apé accepted or rejected. The DICs zre also
helpiess uas it sends the applications to various
branches and institutioms. It is difficult for the DIC
10 50 around to eack branch enquiring avout rejected

applications zna the causes for. their rejection.

b. Threre is no systematic policy amopg various
financial institutions regarding advaacing the loans.
In otzer parts of the country the borrower is given'an
identity card by State Industries Departmernt which is

tv be produced witnout fail to ths buask from which he
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intends to take loan. This enables the bénkar to know
that the unit is a registered unit and checks the borrower
from taking loan froa some other bank at &he same time.

In another policy the banks with mutual truet and under-
standing form a commitiee and divide the tutal area into
zones. The credit reguirements of a particular zone will
ve loocked after by gelected bark branches according to the
agreement. The borrowsr can have a loan from the concerned
bank branch before approaching & bank branch ia aanother
zone. This also chacks the borrower to acquire more than
one loan at a time frow difreranat banks. In Meghalaysa
there are instances whore a single borrower has taken more
tnan one loan from difrerent branches at a time. Worthless
cases rejected by scué Luanks are often dumped on a differ-
ent bank. Due to various reasons they get accepted with

out proper verification.

C. There is no co-ordination among service institutions
in conducting ihe training programs for young entrepreneurs.
These insiitutious iave thelr own rules and conditions to
conduct progrums «nd giving certificates to the trainees.
Tne periocd of the program varies between Tv- 15 days.
Atleast 5 to 10 programs p a are conducted tarsughout
Yeghaleya by eacn institution. The period is quite in-
sufficient tuv acquire ta. total knowledge of entrepreneursiip.
There is a policy by the state government of having a single
and regular trazislseg program by all these institucions
instzad of naving ssperalte and irregular program is yet

to te implemented.
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2. The service institutions mostly have one or two
branches in district‘head yuarters like Tura and Jowal.

The staff employed in these ins.itutions is inadeguate.

The managers of these institutions are the only persons
who look after the total functioning of thesec institutions.,
The manager will be away most of the time for socme purpose
{like valuation of site, machinery, credibility of entre-
preneur etc,). The entreprencurs wio residé near thess
institutions will not find it difficult but for the
eantrepreneurs who are relatively pour and rseside in distant
villages, it becomes yuite a costly and time consuning

affair to visit toese institutions regulariy.

3. The Tran$fer of the Employees: ‘Nost of the bank
employees and emploeyees of ceatral goverament developmental
agencies like WEC aad MIDC etc., are regularly transferred.
Tuese officers even though ambitious to do sometuing
creative, by the time tney understand the full picture

und situation of iadustries they will be transferred to
some other place. Besides this the languagé problem 1is a
serious hagerd in the interiors. The unon-iridbazls do not
téke sufficient interest in learning local langusges.

#ost of the tribal peopie are totally unaware of the

various schemes these insvitutions are providing.

Other probleas:

e - In most of the states of the country the tribal

areas form a part o the state. The various schemes and
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and developmental policies are implemenied boith in iribal
and anon-tribal areas. Qut of the total cerntral grants
only a portion goes to tribals and backwerd areas. In
Me,nalaya, the state itself is a tribal state and the
special preferences, grants and subsidies are given to

the state as a wnole. This should encourage the entre-
preneurs to sei up industiries by avaiiing all these bene-~
fits. Unfortunately tanis aspect is misunderstcod. Some
of the enireprensurs feel thet ithe finaucial institutions
as thelr guardicns who provide finance when ever necessary
but who stould never esi to pay back the loan. The grants
and subsidies lastead of providing cupperi to the entrepreneurs
are eacouraging less stake and seriocusness about the business.
The unduly liberal loamns affen encourage wastefulness in the
industries. They 9ffen harm the interests ¢f the industrial

’

developmentl rather tnan help it.

2. The state is facing severe conflicts between various
commuizal oYoups. Tials type o1 environment discourages
industrial developmeat im ithe steie. The state is still in
its iafant stage regarding techihology and modern developments.
ue to vag prevailing si.uation 1t nas vecome difficult to
import the technoclogy whnd expsrtise as‘it has become diffi-
cult to invite nom-iribals from cother states ag.they are

somewhat reluctant to settle nere.

3. The cendidates atiending the training programs like

EDP and EXP conducted by taeae institutions are very few
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in number. Most of the candidutss prefer white collar jobs
in the offices. aAfter the training very few trainees are
coming up with industries. There are several schemes where
the candidates are sent to reputed trwining schools for a
fuifledged training programs along with stipend. fThe
expenses of ithe lraining, accomodation and food etc.,wili
be borme by the institgtion. But most of the trival candi-
dates ars reliuctent to use thess opportunities. Thus the

aevelopment program cennodot be successful in désolation,

4. Most oI ihe iastvitutioms are facing problems in ex-
pausion of cheir units. They are finding it difficult to
riave suitable accomodation and permanent gualified stafr,
There ie a necessity of employing experts in various fields
iige markeiin,,, fianauce and research etc,. But most of the
people zre uniruined and inexperienced. Due 16 tnis rewson

the valuation of the projects reports is not being done
efficiently.

5e The lead bank pregpares the ;redit plans wuich are
useful for itae development of industries iﬁ Meghalaya. The
state pianning is considered more important for the pre-
paration of the state pudget. There is 2 lacuna betiwssn
these two plans for those schemes where the bank finances
«Ye & componsnit the finamce frem banks is not at at all
usilised.

6. Although the Meghalaya is rich in various resources

there is a deficiency of skilled labour (human resource).
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The cost of the labour is muchk bigner than the rest ol the
country which relatively iunfluences tize cost of production.
The producis zmanufactured elsewhere in tbe country are
available =t much cheaper prices than taose manulactured

in Meghalsys. Thus tue locally manufactured products aardly
stand for the competition with goods produced elsewhere ia
Tae couniry. Ine goverameni bias not yet framed nny policy

to safeguard vhe laterssis of the goods produced locally.

Ts Tie last btut not the ;lesst is that ihs Goverament
of Heguazlaya i mogily a coalition govermacnt. Bo siuggle
party bkavip, (e reguired majority. Thus the overament is
rather wouk ane capnot be assertive in isking proper steps
for the iadustria. growih of the state. Any industyy costi-
ing crorves of rupeces nas to be run by the govermment. Lnly

a few concerns &re peing cperated by tne guveraoment at beavy

The finaings of this chapter cusn be sumnariged zs
follows. HMost of the small indusiries are in a bealthy and
viable stute. There is tuoe potontial 1o increase their size
and number. Tie financial iusititutions have emough petential
resvurces 10 belp the intcusiiries., Tue stats governmenit and
céntral svernment depurtmenis wino ore to co-ordinatc the
financiers =it ludustiics aliso ealst here, However, the co-
ordimation of the vurisus acviviities is below Lhe expectations,
Trerc seems to be @ severe comaunication gap betweun these

taree difierent seciors.
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CHAPTER - V

CONCLUSIDNS AND SUGGECIIONS

5.0.. introduction:

Various communities snd Irives, Their strong and weak
points: Nach commusily has ils owa distinctive sirengiis and
weaknesses., an eatrspremeur who can take advantege of these
streagths has a better cnance ¢f success. Por urnderstandeble
reasons the governmunt waants to encourage the local people to
set up industrial uaits. yuite oftea they do not have the
sapertige in cifiersat fields.such as formulation, exscution,
seles and melintalnance sic. ¢his i3 not & probdlea faced vy
people elise where 1:x the counairy. o0 one section of popuiation
in sny part of this cowitry can claim to be self-sgufficient to
take care of solving vhe prodblems arising im industriegs. a
‘judlcious cizoice of expertise available in aifferedt communi-~
ties weould sake vhe iandustiriss aore profitable. Purther (his
demands a farsighteaness and pervasiveness on the part of the
eatrevreasurshk waich is unfortunately lacking in iﬁis region.
ror wtie healtby growin of iadustries the proper selectioca of
persons for the particular jobs must be aone without any
prejudices as to tneir elhnic urigin. pue 10 the power aﬁﬁ
varied population in meghealaya, most of th: manpower and
capital i3 avallabdle only in $hillong, ana ihe rest of the
area does not coniribute eveas 10 percent of ths wotal éxtent
of iandustrialisstiosn. pven 1o ohillong most of whe poteatial
investors would rather imvest ia builaing for rental purposes
as thig 18 a nighiy 1eicining 1nvestment.in Very few eatrepre-

neurs are taking tae risk of ipvestmeat 1p 1naustries. 4ghe
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construction agtivities are meainly carried by mizos und aua3is.

fhe anaw) #socliely due 1o its own peculiar custosms and
tragitione Las an iaypsrtant besring on vhe potential O sel up
1noustrics. a8 zlreacy discussed e ;uingest daugnter annerits
tae properiy of the pareamts. Lue 10 tpa3 1pneritence tradition
tes eider 0ff~Springd naving no Lipht to the properuy and would
nave 1o sesrcn Loelr own wiays aid msans of financing way venture
thvy may wenl 10 a0opte. «hus a sigw=ble sgection of tke popula~
tion 15 denled wue provilege ol leaviog Lo derivs the gupport
ivom the pioperiy. Curiously the Juin.iws wnd Garos do nol nav.

problem Lo sucn an extesat,
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Toe Teconicali Education:

Uniike otoer paris of our counlry ihes tec unicali esuscution

is somw wnatl wewker i. ithe stale of Hegnalaya.

H

ner. i3 only e

courgss ot « giploma ievel.
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instit.cvion wihich oifoss tedh.

act much people zostly

cf
o
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rven ithe CRisting Cozmsree Coursss a
frum other regisas and the lucai poople do not show auch iaterest.
Tae availab ¢ se.ts are very few and ths goverma=atl has nvut tuaen
=ny Sleps Lo sel up some more tecknitsl trazining instiiutes.
Similerly ths professiczal cdugatism is utterly leczing. The
sovernuent dous not conduct an, exwus lo commirclial subjects

such w8 iype-wriiing, shorti.nd and commsrcial graphics ctco.
Simileriy there wre o0 toaining prograns Or worxshops to develop
tRéE .atrepre.esrgship oY o trelin the indugtrialicts to make use of
te 1isauscial fac:lities offwrid by .De sOveram.nt and instiitu.ioe
Sid, Tecenily the Hegnalaya Indusiriss pevelopmept {orposration,
pisirice ILudustrizs Centie zad Ssall Iandustriss Service lastitute
at¢.., ure Laking initiative in cdﬁducting toe traiuing pro.rams

lize DP ang BNp.
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5.2. Sugzestions:

A3 meantioned in earlier chapters there is omly one
large scale industry with few medium scale indusivies. The
S51Is (Small scsale industries) dominate the industrial picture,
put most of them are too small to be clessified as 381 and nay
appropriately be called Pigny Industries. 9They do not have
enough influeace in the governm«nl or with the financial
iastitutions, and secondly, they fiﬁd it difficult to ouvtain
finance. Forming co-opsratives by such urils would solve the
problem as it did s0 ip other statcs.

The proczdures outlined by imdividuel money lenders are
some what simpler ianough costlier as they give loans through
the neudman -- a sort of collective security at higher interests.
and toe eantreprensur conssquently has to pay anol only tae largest
interest but the headmen's commission as well. 1If the government
funding agencies and the bunks could use this social set up of
the headman's saare oanly to evaluate the vialility qf the unit
aad use tne total set of units in a village through & group
finanéing sctemo t0 misimise the risik which woulu beaefit the
units.

The banks are operating various schemes such as refinesnc-
ing scieme and bill rediscounting scheme under iusl, and margin/
sevd money scheme 10 provide finance tu eatrepreneurs at concess-
ional rates. most of the enireprensurs are not aware of the
existence 0f such schemeés. a8 a result, flow of institutional
finance 10 iandustrial units in the state is very mesgre. ifhe

svate pank of Indiz, the lead bank of the stute may prepare a
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vookiet canéaiﬁing various concessional schemes in  ia opera-
tion in the state in coasultlavion with oluer banks, Meghalaya
Industrises Developmentl Corporation and Dirrectorate of Industries.
Such bookliets may be distribuied to the entrepreneuﬁs through

the information coupters of the banks, Small Industries Service
Iustituticas wamd District Industries Ceatres. Ia addition,
propaganda and publicitly may be made ia this regard to make the

satlreprencurs aware of Jhe existence of such facilities,

411 the bank branches in the siate snould be adequately
sitrengihened witn tecunnical and managerial manpower aad délega-
tion of authnority shéulu be made to the braach sdanagers to
aispose of the cases of industrial uniis at their level, provided

the scheme is techuolically feasible and viable.

fhe state governuent should channelise the potential
sources of finance for the inaustirial units through co-operatives
tormulating oy themseclves rather than a departmental set up like
the mIpu. oimilarly the aistribuilion may be channelised through
co-opsratives.,

Insteaa of opening ths bank oranches at a few places,
diversificatioa can be mede by establisning small Oranches in
remcfe arcas for closer cuntact of .nese branches with the indus-
tries. Ttls pay reduce the paper work and d.lays in providing
finances. It may be easier to find out the c¢redit worthiness of

tne unitl by informal invsstigation.

The Naticaal Smail Industries Corporalion assists sumall
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scale units in geiting machinery en bire-purchase. as there is
no office of HSIC in rieghalaya, the government should give this

responsibility to the MIDC.

The goverumeént should also dpar the full expeasse for
providing necessary emenities such as water supply, vlectricity
and building of roads etc. The goveranment shéuld provide
enough publicity in ke local news papers and other sources of
comaunication about varicus facilities offered by the govern-

mental agencies to the inaustrial units.

The government should set up an independent machinery
where complaint against ota.r sugencles perticularly in matters

of retusal of applications or unreasonably long aelays.

fhe state governm.nt should eniorce a uniform code
of conduct agaimst the rules of lending money and the various
limits t0 give loans umong tae Yinancial institutions. 350 that
the entrepreaeur is not rorcwd to rua around to sSeveral oanks

to find out which are tne most protitable teras.

Thne bzpk officers are tO bLs given orientation cources
and thelr aiscretionary powers should te ennhanced. noTre over
they snould aot pe blamec if an account goés bad as & result
of their bonufisa uctioas. 7The vanks should be encouragea
to take a more aynémic promotional spproach rather than a

cautious role,.

¥inancial aiscapline of tme indusiries has to oe eancoura=-

@oQ by insisting on proper maintainance of accounts and azuait

~



procedures. The training Courses &re vO pe Iramea io such a
way that the enitrepreasurs understand the benefits of modern
accouniing systems, procedures of borrowing money and spendiag

it profitably for productive use.

It is possible thatl the banking ianstitutions are divert-
ing their deposits to much more lucrative investments in heavy
industrial sectors. They should be made t0 realise their social

obligation ia this region.

The central Investmeat subsidy is available to all
industrial uniis in the stale al ths rate of 25% of the fixed
agssets subject 1o a ceiliag of Rs. 25 lexhs. In computing,
the valueg ¢of land and building is anot taken intc account. HMost
0f the small units are on rented premises which are not taken
into account. The capitalissd value of the rent at the rate
«f 150 times of the moatihly rent paid by the small scale uaits
may be taken in to account for computing the value of building
as per norms laid down by National Building Organisation ia
case of small units when they are in rented preaises. Otherwise
tne benefits of his subsidy scheme to the small scale units
whould be very negligible. The procedures and formalities
ia getting the subsidy should be slmplified and & simpie pro-
forma be devised and the subsidy siould be disbursed with in
a suort period of time frum the commissioning of the fixed

zgaddr assets. !



The indusirigl units in the stwte are eligible for irans-
port subsidy éguivalent tu 75% of the Lotal tramsport cost of
both raw materials and finished so00ds on railway frei_ht from
the rail head =t Siiiguri 1o the location of the units. As a
result a vast majority of the uanits are nol bencfited by this
scheme as the state is not connecied by railways snd wost of the
small scale units Gue Lo their inherent constraiante depend on
Gauhati and other warkets in the reglon for purchasing their
raw naterials and sellimg their finished goods. Capital goods
and construciion malerials like cement, steer efc., have bezn
kept outside the perview of this scheme. Many units are compelled
to bring their raw materials by road from Calcutta and other

places due to the inadequate railway facilities.

Ihe gquantum of tramsport subsidy may be raised from 75%
to 100¥. Instead of Siliguri, Howerah and Patna are also to be
taken as nodal points for granting iransport sucsidy. The other
suggestions are the transport subsidy should also include road
transport for procuring raw materials wnd finished products, and
the transport subsidy should be made appliczvle not only to
tiie raw matsriais and finished _soods, buv also to the capital

equipment and construction materialg.

Regardiang ihe service institutions tie vranch SISIs in
Tura and Suillong are to be strengihenea adegquately so that they
may serve the entrvprencurs in a betier way. To provide Common
Facilivy services these lastitules are (o be provided with

wiorksaops.
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Lastly the Pistrict Industries Centres in the state
ghould be strengthened by providing them wilh the necessary
tochuical manpower. There should be a pelicy to ianduct
personnel from Small Indusiries Service Ilastitutes, in
District Industries Cenires wmd Heghalaya Indusiriss Develop~
ment Corporatioa on deputation to incrsase the interaction

between ilhese proamcitional agencies.
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