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PROLOGUE

Economic development is a combination of economic
growth with social change. Recent decades have witnessed an
upsurge of interest in the process of economic development
in every corner of the globe.

Rapid economic growth has been achieved through a
structural change. Transformation from an agricultural domi-
nant economy to that of an industry dominant economy
resulted in achievement of economic growth to a large part of
the world now described as the Developed Countries as against
the Developing World. But the growth process of the
Developed World has proved that economic growth is not only
a question of quantum increase in the factors of production but
it involves significant changes in the way those factors of
production are mobilised and utilised.

According to Friedrich List, a 19th century economist, a
process of development emanates from an agricultural stage
through an agricultural-industrial stage and finally to an
agricultural-industrial-commercial stage. In the present day
context, the process of development has been described as
being comprised of three main phases:

- 1. The pre-industrial phase in which economy is based

on agriculture, mining, etc. : :
2. The industrial phase in which a significant shift occurs
from agriculture to industry.

3. The post-industrial phase in which economy becomes
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mainly a service economy.

Judging in this context, the economy of Assam can be
described as one in the first phase of development. The need
for a shift beyond this stage is being felt, but not yet achieved.

Economic development implies the process of securing
levels of productivity in all sectors of economy and this in turn,
is a function of the level of technology. Natural resources no
longer can be considered a fixed constraint on economic
development. Resources may be “used up”, additional
resources may be discovered or acquired, and finally, different
types of resources become usable and resources may be taken
up and utilised as technology progresses.

To achieve plan objectives, productive employment,
increase in productivity plays a vital role in the process of
development. The future is necessarily unpredictable, but, as .
of now, the ability of man to accommodate himself to resource
scarcity by the substitution of other factors of production and
by development of resource saving technology has been domi-
nant.

Therefore, considerable achievement is possible only
through emphasis on productivity of various factors including
labour even though the economy may still be dependent on
the old resources and existing/traditional technology. Taking
the example of Tea Industry where productivity improvement
has there is ample scope for growth and development in Assam
in most other sectors of economic activities.

A state or a region dependent only on the primary produce
tends to suffer economic instability. Agriculture has certain
inherent drawbacks and hence cannot by itself act as the agent
for stabilising state or national income. Crop fluctuations, price
variations due to factors beyond the control of the producer
subject the economy as a whole to instability. Development
of manufacturing and other industries act as the balancing
factor. Emergence of ‘growth poles’, ‘growth centres’, ‘growing
points” have demonstration effects on other sectors of the
economy and create avenues for host of tertiary activities.

The economy of the country suffers very badly from
imbalanced economic growth of its various parts. A conscious
economic policy to minimise the disparities among the various
parts has, therefore, been accepted at the national level as a
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main plank of planning for development.

Dependence of the state for virtually every consumption
need and the inputs for its established industries (Appendix
- I) drain away the fruits of the limited production in the area.
Unless these consumer goods and raw materials are produced
locally to the maximum extent possible, local resource
generation will be well nigh impossible. Import substitution
can help in national balance of payment problem. At regional
level it is needed to counter unbalanced growth of the various
parts of the country and within the divisions in a part of the
country. Thus, industrial development is a compulsion which
can create chain reactions for faster economic growth.

But, although it has been the policy of the government to
remove regional imbalances and to reduce the disparities with
regard to the level and the rate of development amongst the
different regions through planned economic development, the
progress of the economy of Assam appears to be tardy and
halting. In fact, Assam appears to be sliding back in respect
of development and a process of deceleration is occasionally
discernible not only in terms of end results but also in terms

“of the availability of critical inputs that are indispensable for
rapid development.

The unsatisfactory performance of the State economy can
be substantiated through the fact that the growth of State
Domestic Product (SDP) could not keep pace with that of Net
National Product (NNP) except in the initial period of the
planning era. In case of per capita income too, the State of
Assam has fallen behind the corresponding figures for the rest
of the country. (Appendix I).

The objective of this report is to provide with information
and a background note to help planners and financial
institutions to develop their investment and development
policies. Y
Nature and Strategy of Industrialisation

An appropriate strategy, for industrialisation needs to be
" based on various considerations such as assessment of the
natural resources, the available human capital, the current
structure of the economy and the techno-economic constraints.
Certain questions should be posed:
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(i) Whether industrialisation should be perused inde-
pendently of agriculture which is the existing main
source of livelihood, or along with agriculture.

(ii) Whether household and small industries should be
given precedence over large industries.

(iii) Whether investment on human capital should get
priority over that on physical capital.

(iv) Whether technological shifts should hinge around the
traditional skills already possessed by the work force
or whether an entirely new technological base should
form the core of development.

(v) Whether there is scope for exploiting the existing
linkage pattern through which to maximise growth
potential of the state, and what is the strategy to be
adopted.

Linkage with Agricultural Development

It has to be appreciated that industrialisation i a primarily
agrarian economy like Assam cannot proceed at a very fast
pace without development of agriculture. Developed agricul-
ture provides raw materials and markets for industries and
-food surpluses to workers engaged therein. Most important,
a prosperous agricultural sector is needed for market support
to industry and services.

If industrialisation is expected to take place primarily under
the private initiative within the context of a natural process
of growth, then the development of agriculture should precede
that of industry. It is, however, possible for the Government
to modify this natural process through appropriate policy
measures specially through programmes of public investment
to promote the growth of industries.

Attempts to industrialise without waiting for prior
agricultural growth would require development of infrastruc-
ture facilities and strengthening of marketing and storage
arrangements for both inputs and output.

Also needed would be training for skill formation and
technological improvement on a large scale as well as its
upgradation for raising productivity of local industries to
enable them to face competition from industries culture.
Industrialisation, therefore, need not wait till the agricultural
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revolution is completed or sufficiently advanced.

It will be relevant to state at this point that productivity
decline or retardation of the economy need not necessarily be
the fault of the outdated technology or old equipment. It often
has roots in outdated leadership and management.

Industrialisation plans without waiting for agriculture to
catch up does not imply that the development of agriculture
be neglected. Both the processes are to be carried out simul-
taneously in such a manner that they are closely integrated and
in that process assist each other. It is only by utilising the inter-
sectoral linkages that an optimum use can be made of local
resources, physical as well as human, and the process of
development speeded up.

This is the policy base that is suggested for development
of the state, and for that matter for any other part of the North-
Eastern Region.

Terms of Reference

Analysis of economic growth trends in Assam with main
emphasis on industrial growth

—  Identification of factors particularly responsible for slow
and unsatisfactory industrial growth in the State, with

special reference to opportunities available/that can be
created. "

— Identification of thrust/promising areas for accelerated
industrial growth in organised, small-scale and tiny
sectors.

—  Fresh approaches/concrete measures that may be neces-
sary to expedite and sustain increasing levels of
industrial activity.

—  Policy needs for achieving realisable rates of growth in
the industrial sector.

— Institutional requirements/re-orientation which may be
required to promote and support a more enterprising
process of industrialisation in the State.
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Effective planning for development may be
possible only if there is an understanding of
the mosaic of the area concerned. The
mosaic of the North East as a whole, and of
Assam in particular, is so complicated that it
often misleads researchers and planners as
well as the Administration. A general survey
shows that the State has abundant resources
which the local population and Government
have failed to exploit appropriately. While it
is true that the region is rich in resources, the
constraints on exploration and exploitation of
these resources are not easily surmountable.
Research is needed to develop solutions of its
~ peculiar problems.

A tendency for generalised developmental
prescriptions often misleads planners and
administrators whose understanding of
problem is greatly influenced by observation
and experience of other not so complicated
areas.

The bock aims at presenting a picture of the
effective resources of the State of Assam and
of the trends in policies of the Government as
well as trends of consumption and
production. It is hoped, that the book will be
found highly useful for those who look for a
resource base and direction in the
development of Assam.
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