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Government-Sponsored Industrial Growth 
The Jaipur Industrial Estate: A Case Study 

S P Kashyap 

Much has been claimed for industrial estates as a device for promoting dispersed industrial development. Much 
of this claim, at the same time, has been discounted by critics of the Government. 

This article presents the results of a survey of the Industrial Estate set up by the Rajasthan Government at 
Jaipur. 

This estate has many advantages. Situated in the capital of the State, entrepreneurs can directly approach the 
Directorates of Industries and Supplies and other Departments of the State Government. Water, power, transport 
and other essential facilities are adequate. Finally, Jaipur provides a substantial market and Delhi is not far 
away. 

The conditions are thus highly favourable for the success of the Jaipur Estate. But in fact the working of the 
Estate shows that very little advantage has been taken of these favourable circumstances. 

Employment provided by the Estate is disappointingly small and actually declined between 1961 and 1962. 
The main reason for this is under-utilisation of capacity. On average the units which are in production operate at 
about 25 per cent of their capacity. The percentage of utilisation of capacity is even lower if account is taken of 
the units which, though complete, are not in production at all. 

The low utilisation of capacity is traceable mainly to scarcity of raw materials. It appears that the Govern
ment has permitted the establishment of units using scarce raw materials without considering whether their de
mand for these materials can be met. 

But shortage of raw materials is not the whole story. In the Jaipur Industrial Estate the Government has tried 
to sponsor "new" entrepreneurs. While this is no doubt a laudable objective, the Government's efforts have been 
far from successful. 

In spite of technical and financial assistance and allotment of factory space at low rent, the working of a large 
number of units is unsatisfactory even after three years of their starting. In some cases, the chosen "entrepre
neurs" have quit the Estate after making easy money by blackmarketing plant and equipment and essential mate
rials. 

It is evident that after providing incentives and creating facilities at considerable cost, the Government took 
little care to assess the ability of entrepreneurs to take advantage of these incentives and facilities. 

THIS article presents the main f ind-
ings of an economic survey of 

the Industr ial Estate at Jaipur, under
taken towards the end of 1962 and 
completed by March 1963. It may be 
confessed at the outset that the high 
hopes w i th which the survey was be-
gun could not be sustained t i l l the 
end; the co-operation received from 
the respondents — i e the entrepreneurs 
— could hardly be described as satis
factory; nor was the picture of per
formance that emerged f rom the 
study such as to encourage belief in 
the efficacy of the device of indus
t r ia l estates. However, there were 
many who actively co-operated and 
gave the author valuable informat ion, 
and, on the whole it has been worth
while to gauge the success of govern
mental efforts in an area where so 
much is claimed on the one hand and 
so much of that claim is discounted 
on the other. What is presented be
low is a picture of the Estate as at 
the beginning of 1963. 

The foundation stone of the Indus
t r ia l Estate was laid on August 10, 
1957. The Estate was inaugurated on 
August 30, 1959 after the completion 
of 24 sheds. The Estate was to be 

completed in three stages of 24, 24 
and 16 sheds. The last stage was com
pleted by the middle of 1961. Since 
then all the sheds have been allotted 
either on rental or on hire-purchase 
basis. In the former case the rent was 
to be subsidized for an in i t ia l period 
of three years (according to a sliding 
scale). The total expenditure incurred 
by the Government on the Estate t i l l 
June 1962 was Rs 19.70 lakhs. This 
expenditure included items such as 
64 sheds and 12 godowns, construction 
of bank bui lding and administrative 
office and construction of water rank 
and wel l , etc. 

Subsidised Facilities 

The Estate provides, besides the 
faci l i ty of accommodation at a subsi
dized rent, various other forms of 
assistance such as adequate water, 
power and banking facilit ies. The 
Estate also provides the services of 
a raw material depot, a common faci
l i t ies centre (workshop) and a too l 
room run by the Small Scale Services 
Insti tute of Government of India* 

The main products manufactured by 
the different units in the Estate are 
bicycle parts, conduit pipes, precision 
machine tools, flexible tubes, barbed 

wires, builders' hardware, bifurcated 
rivets, shoe tacks, machine screws, 
flexible tubes, steel furni ture, agricul
tural implements, pressure stoves, 
hinges, tin-containers and wire nails. 
Most of the units are quite modern 
both in regard to the kinds of pro
ducts manufactured and the techni
ques of production used. 

Attempts were made to collect in 
formation f rom all the industrial un
dertakings, but information (partial or 
complete) could be actually collected 
only f rom 30 units occupying 39 sheds. 
As regards the remaining 25 sheds, it 
was found that no production was 
being carried on in 18 of them due to 
various reasons, and no information 
at al l could be obtained f rom the rest 
of the seven sheds, primari ly because 
of the absence of the entrepreneurs! 

One of the aims of the industr ial 
estates programme is to develop lat
ent enterprise. Therefore, in the Jai
pur Industr ial Estate much emphasis 
was placed on new entrepreneurs. Of 
course, many of those who started 
manufacturing in the Estate had been 
in other kinds of business; only 10 
entrepreneurs had entered the manu
facturing line without any business 
experience at al l . However, most of 
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the entrepreneurs had been in busi
ness for a relatively short period. In 
formation regarding the business ex
perience of the entrepreneurs is given 
in Table 1. 

It w i l l be observed that one-third of 
the entrepreneurs covered had expe
rience upto five years only and more 
than 50 per cent of them had expe
rience of less than 11 years. They may 
be said to constitute the 'new talent' 
which flowed into the Industr ial Es
tate. 

In the Estate, generally speaking, 
there has been no rehabil i tat ion of 
old units. Most of the units have been 
newly promoted. Only 4 out of 30 
units, were existing earlier outside the 
Estate.1 One unit was previously runn
ing at Calcutta; another shifted f rom 
the Okhla Industr ial Estate and two 
others were existing in Jaipur. The 
fact that two units shifted to the I n 
dustr ial Estate f rom outside shows 
that they found some advantages in 
doing so. 

Absentee Capitalism 
The entrepreneurs d id not give one 

the impression of being the dynamic 
personalities which one meets w i th in 
economic theory. Instead of grabbing 
whatever opportunities were given to 
them, they were inclined to be highly 
cr i t ical of Government policies. Most 
of them expected to be spoon-fed. 
Entrepreneurs moved by new ideas and 
promoting "new combinations" were 
conspicuous by their absence. There 
were some whose visits to their fac
tories were few and far between. There 
was one factory whose head and own
er was never seen in his factory. His 
manager, who was ignorant about the 
true condit ion of the factory, gave the 
information that the owner was doing 
some all ied business in some other 
c i ty and graced the uni t only rarely. 
It would seem that the Industr ial Es

tate has encouraged a form of 'ab
sentee capitalism'. 

Out of the 30 units surveyed, only 
26 provided information regarding 
their capital investment. Total invest
ment (value of fixed assets and the 
working capital employed)2 amounted 
to be Rs 54.45 lakhs, of which work
ing capital constituted Rs 27.46 lakhs 
(slightly more than 50 per cent of the 
total investment). In the Okhla In 
dustr ial Estate working capital consti
tuted 70 per cent of the total invest
m e n t Thus in the Jaipur Industr ial 
Estate the proport ion of fixed invest
ment to the total was comparatively 
high. This indicated that full use of 
fixed capital was not being made. On 
the basis of this information, the ave
rage investment per uni t amounted to 
Rs 2.6 lakhs, the corresponding figure 
for the Okhla Estate was Rs 3.79 
lakhs.3 

A major proport ion of the units in 
vested in fixed assets between Rs 
10,000 and Rs 100,000. Table 2 shows 
the distr ibut ion of the reporting units 
according to the size of fixed capital 
investment. About 77 per cent of the 
units had fixed investment w i th in a 
range of Rs 10,000 to Rs 1,00,000. 

Sources of Finance 

Inspite of the fact that there are 
now various institutional sources of 
finance for small industries, e g. State 
Industries Department, State Financial 
Corporation, National Small Industries 
Corporation, commercial banks4, i t 
was found that in the Jaipur Estate 
the bulk of the investment was made 
f rom other sources. This wi l l be seen 
f rom Table 3, which shows sources 
of capital (both fixed and working) of 
the 24 reporting units in order of their 
importance. 

It w i l l be clear f rom the table that 
out of total investment, about 68 per 
cent was financed by private savings 
and borrowings from friends and rela
tives. Borrowings f rom insti tut ional 
sources constituted 32 per cent of the 
total investment, out of which the 
State Bank of India provided 10.1 per 

cent fol lowed by the Rajasthan State 
Financial Corporation (8.5 per cent). 
The share of the State Industries De
partment was the lowest, i e, 3.6 per 
cent of the total investment. In the 
Okhla Estate borrowings f rom non-
insti tut ional sources constituted about 
65 per cent of the total investment 
and that f rom insti tut ional sources to 
about 35 per cent; the highest con
tr ibutor was the State Bank of India 
(16.6 per cent) and the lowest the 
State Industries Department. This com
parison brings out the similari ty in 
the sources of finance. 

Table 4 gives the distr ibut ion of the 
contributions f rom the various inst i 
tut ional sources among different units. 
It w i l l be seen that the State Bank of 
India had given loans to about 42 per 
cent of the units though its share in 
the total capital of all units was only 
10.1 per cent. The State Industries 
Department catered to the needs of 
37.5 per cent of the units though it 
financed only 3.6 per cent of the total 
investment. Thus, it appears, the State 
Industries Department gave only small 
loans but spread them over a large 
number of units. On the other hand, 
the Rajasthan State Financial Corpo
rat ion had provided loans to only 
12.5 per cent of the units, but it fin
anced 8.5 per cent of the total invest
ment. It may be inferred that its 
medium-terms loans were given to 
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comparatively big units. The National 
Small Industries Corporation gave 
loans to 16.7 per cent of the units and 
financed 5.4 per cent of the total i n 
vestment through the sale of machi
nery on hire-purchase basis. The com
mercial banks also played a not un
important role in meeting the needs 
of the units of the Industrial Estate, 
as they gave loans to about 21 per 
cent of the units and financed 4.3 per 
cent of the total productive capital. 

Wastage of Capacity 

One of the principal motives for 
building industrial estates is to pro
vide employment. The survey, how
ever, reveals that the total employ
ment in the 29 units amounted to 446 
only. Further a declining trend was 
witnessed during 1962 as compared 
to 1961. The magnitude of this decline 
can be seen in Table 5. 

The proportion of skilled labour to 
total employment was quite high. The 
ratio of skilled to unskilled labour 
came out to be 1:0.91, (This ratio for 
the Okhla Industrial Estate was 1:0.93, 
showing not much of a variation). This 
also implied that the units in the Es
tate were highly mechanised. 

The highly mechanised nature of the 
units proved to be a disadvantage in 
disguise. Twenty-two units out of 
twenty-nine had difficulty in getting 
the required skills. There was great 
shortage of skilled labour such as, die 
fitters, turners, foremen and mecha
nics, etc. Most of the skilled labour 
was coming f rom outside Rajasthan. 
Out of 215 skilled workers employed 
by the 29 units, about 141 came from 

outside Rajasthan (about 65 per cent). 
Most of the entrepreneurs stated that 
imported labour proved to be costly 
and their stay was also not reliable. 
This hampered production, firstly, by 
increasing the cost of production and 
secondly by stopping it sometimes. 

It was possible to collect the pre
cise information about ut i l izat ion of 
capacity only from 18 out of the 30 
units surveyed. The approximate in 
stalled capacity of these 18 units came 
to about Rs 193.7 lakhs ( in value 
terms), average being Rs 10.76 lakhs 
whereas the value of their production 
amounted to Rs 55 lakhs per year, 
the average being Rs 3.05 lakhs. Thus 
the average uti l ization of installed ca
pacity was 28,33 per cent. Table 6 
gives figures of ut i l izat ion of capacity. 

I t w i l l be seen that about 50 per cent 
of the units were uti l is ing less than 
30 per cent of their installed capacity, 

Under-uti l ization of capacity can be 
traced to various factors. Undoubtedly, 
one of the most important of these 
was the shortage of the raw materials. 
Most of the entrepreneurs found 
themselves handicapped by the inordi
nate procedural delay in getting raw 
material quotas and licences. Raw 
materials l ike copper were bought ge
nerally f rom the open market, which 
inflated the cost and hence the price. 
The shortages were most acute in 
i ron and steel The problem was ag
gravated by the establishment of new 
units using these raw materials, even 
though the quota received by the 
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State as a whole remained unchanged. 
This resulted in proportionately re
duced allotments for al l units. Not 
only were the raw materials made 
available insufficient for fu l l uti l isation 
of capacity, but the combination in 
which they were provided made mat
ters even worse. 

Under-ut i l izat ion of capacity was 
also the result of filling the Estate 
mainly wi th new firms. These firms 
usually took a long time to settle 
down, acquire raw materials and to 
develop a market. 

Another reason for the under-uti l i
zation of capacity was that certain 
units mis-calculated the potential mar
ket. The units manufacturing barbed 
wire, nuts and bolts and electric 
motors are relevant examples, for in 
these industries existing capacity ex
ceeded demand. 

Twenty-l ive units discussed the pro
blem of marketing; 13 out of these 
faced no specific difficulties in market
ing. The rest were not so fortunate. 
Four units manufacturing c y c l e 
parts, wire nails, agricultural imple
ments and copper wires were facing 
tough competit ion from large scale 
units. Some units suffered due to 
the l imited market in Rajasthan. 
There was also cross movement of 
goods, that is, consumers in the local 
market purchased goods manufactured 
outside Rajashtan, whereas the local 
units had to sell their goods in other 
States (perhaps at lower competitive 
prices). Two units complained that 
their marketing suffered due to trans
port bottlenecks, as railway booking 
for South India was seldom available. 
Therefore, they had to depend upon 
road transport which was costly. 

As the Industrial Estate was inau
gurated only in August 1959, it was 
too early for most of the units to have 

plans for future expansion. Neverthe
less, information was gathered about 
such plans to get an idea of the future 
evolution of the Estate. The informa
tion is summarised in Table 7. 

Expansion Plans 

Sixty per cent of the units had no 
plans for expansion. They were 
merely maintaining the status quo or 
trying to survive. Twelve per cent of 
the units had concrete plans for ex
pansion and the same percentage of 
units were contemplating expansion. 
About 12 per cent of the units were 
wi l l ing to expand only on certain con
ditions, such as a change in Govern
ment's policies, provision of adequate 
financial help, liberal quotas for raw 
materials, etc. It was our impression 
that even if these conditions were ful
filled the units would be able at best 
to util ize ful ly the installed capacity-
One unit out of 25 reduced produc
t ion due to raw material shortage. 
On the whole the entrepreneurial plans 
for future did not inspire any great 
optimism about the future of Industrial 
Estate, 

It was possible to calculate the capi
tal to gross output ratio for 18 units. 
For this purpose the capital has been 
taken to include the total productive 

capital and output has been measured 
as the ex-factory value of the actual 
output at the current rate of uti l iza
tion of capacity. The value of land 
and building was not included in pro
ductive capital nor the rent paid as 
an element of cost for individual units. 
In calculating labour output rat io, la
bour is taken to include all persons 
engaged in the factory including the 
working proprietor. For this purpose 
no distinction has been made between 
skilled and unskilled labourers. 

In aggregate terms the investment 
per person employed came to be Rs 
14,000 and output (gross value) per 
person to Rs 15,900. Therefore, the 
output per unit of investment on the 
basis of these calculations amounted 
to be 1.14. The investment of Rs 
14,000 per person employed was ra
ther high, much higher than in that 
for the Okhla Industrial Estate where 
it was only Rs 7,100. But the conclu
sion that the Jaipur Estate is highly 
capital intensive would be misleading. 
The high ratio of investment to la
bour employed is mainly due to under-
utitisation of capital. 

The factories established in the Jai
pur Estate are small and are manufac
turing a variety of products. The 
units are highly mechanised and all of 
them are using power. 

In the Estate, the Government has 
tried to promote "new" entrepreneurs. 
This has resulted in some waste as the 
new entrepreneurs in most cases are 
not able to make good use of the va
luable facilities offered to them in 
terms of technical advice, financial 
assistance, power and water facilities 
and sheds at subsidised rents. 

The study shows that the major 
portion of capital requirements nre 
met by sources other than the insti
tutional ones, i e, personal savings and 
borrowings from friends and relatives. 
Institutional arrangements have helped 
to supplement these resources. 





The employment provided by the 
Estate is disappointingly s m a l l , 
and, what is w o r s e , the ave-
rage employment per unit declined 
f rom 17 to 15 between 1961 and 1962. 
The average investment per worker em
ployed is fair ly high (Rs 14,000) even 
when we do not include the cost: of 
construction of sheds and the cost of 
other facilities on a proportional basis. 
The Estate is thus neither labour in
tensive nor capital saving. 

The main reason for the small em
ployment provided by the units seems 
to be under-uti l isation of capacity. 
The aggregate percentage uti l ization 
of capacity wi l l be much lower than 
even 28.33 per cent if units which are 
not working at all are also taken into 
account. 

The main reason for the low ut i l i 
sation of capacity is the scarcity of 
raw materials. The existence of scar
city may be a sign of growth as it 
may create "dynamic disequi l ibr ium" 
and press the economy to overcome 
these shortages. This may or may not 
happen in the long run, but in the 
Jaipur Estate the shortage of raw ma
terials has resulted in waste of scarce 
capital which a developing country 
like ours can hardly afford. It appears 
that there has not been any proper 
planning in small scale industry, par
t icularly in respect of units based on 
scarce raw materials. The "steel in-
tensiveness" of the Industrial Estate 
cannot be justified by the availability 
of raw materials. 

Not only are the units functioning 
at less than fu l l capacity but some of 
the sheds are not in production at al l . 
This is strange because nearly three 
years have passed since the Estate 
started functioning. In some cases 
they have installed machinery which 
was lying idle for want of raw mate
rials. In some cases the manufactur
ers earned some easy money by black 
marketing equipment and materials 
and later on did not find it necessary 
to continue in business and qui t the 
Estate. Sometimes the "new" entre
preneurs realised that they were not 
suited for the manufacturing business 
and left the Estate for good. 

Better Planning Required 

It appears that entrepreneurs who 
can play an effective role in economic 
development are not coming forward, 
at least not in the Jaipur Estate. 

It is not possible to sympathise wi th 
those who blame the Government for 
not giving them the promised help or 
for meting out step-motherly treatment 
to them as compared wi th large scale 

units. The fact is that much help is 
given to them in the form of water 
and power supply, technical arid finan
cial assistance, banking facilities and 
uptodate factory space at subsidised 
rent. This should have been incentive 
enough for entrepreneurial talent to 
flow into the Industrial Estate, It did 
not, unfortunately. The Government 
should calculate carefully (before pro
viding incentives or creating facilities) 
the 'absorptive capacity' of the locality 
and the 'incentive elasticity' of the 
people. Perhaps this was not done 
while launching the ambitious progra
mme of setting up industrial estates 
for promotion of small scale industries. 

Our study shows that the Jaipur 
Estate is only a moderate success. But 
it certainly deserved better. The Gov
ernment should have tried to make it 
a model estate which other existing 
estates or those which are likely to be 
established in the Th i rd Plan could 
have emulated.5 It has certain ad
vantages which other estates in Rajas-
than do not enjoy. They can be 
summarised as follows: 

(1) The Estate is situated in a cen
tral place and entrepreneurs can ap
proach the Directorate of Industries 
and Supplies and other departments 
directly. 

(2) There is no scarcity of power 
and water which other estates in Ra-
jasthan experience, being situated in 
comparatively less developed areas. 

(3) Jaipur itself provides a fairly 
wide market for sales. Delhi being 
near to Jaipur, market is not much of 
a problem. 

(4) Dignitaries visit ing Jaipur usual
ly spare time to visit the Industrial 
Estate. It is, therefore, l ikely to recei
ve more attention than other indus
tr ia l estates in Rajasthan. 

But the progress of the Jaipur Esta
te has not been particularly marked. 
Judging by this the fate of industrial 
estates in other parts of Rajasthan is 
not difficult to imagine. 

Some suggestions can be made on 
the basis of this analysis: 

(a) There should be proper planning 
of small scale industries based on 
scarce materials. Otherwise the exist 
ing as well as future units wi l l be 
starved of raw materials and a crisis 
might develop in the near future. 

(b) The Government must: reconsi
der its policy of f i l l ing industrial esta
tes wi th new entrepreneurial talent. 
Since almost all the facilities other 
than the facil i ty of sheds at subsidised 
rents, are available to units existing 

outside, it w i l l be proper to give place 
in the industrial estate only to those 
who have proved their worth outside. 
This wi l l increase their efficiency as 
they wi l l now receive help which they 
rightly deserve in a more orderly fa
shion. This w i l l also save the indus
trial estates from unstable entrepre
neurs who start production and then 
after some time stop it and leave the 
estate altogether or take inordinately 
before going into production. 

(c) It wi l l be proper to have an in
formation cell to collect intelligence 
about the potential market and the 
scope for new industries which come 
into existence. This wi l l guide the 
new entrepreneurs as to the types of 
industry which can be established. 

Notes 
1 In other industrial estates, on the 

other hand, it has been found that 
most of the units are old ones, 
i e, existing earlier outside the in
dustrial estates. 

2 Excluding value of investment in 
land and building which is the 
Government's. 

3 Vide survey conducted by the 
Small Scale Services Institute in 
the first week of July 1962. 

4 The provision of factory buildings 
at subsidized rents is also a major 
source of Governmental financial 
assistance. 

5 In the Third Plan the Rajasthan 
Government has sanctioned 26 in
dustrial estates, 800 work sheds in 
urban areas and 100 work sheds in 
rural areas. 

Agro-Industr ial Cooperatives 
IN order that the benefits of co

operation may reach the weaker 
sections of the community, a scheme 
to organise agro-industrial and labour 
service cooperatives has been formu
lated by the Ministry of Community 
Development and Cooperation. 

It is proposed to have one such co
operative in each Village Level Work
er circle, that is, for a group of villages 
having a population of 7,000 to 8.000. 
The agro-industrial cooperatives wi l l 
pr imari ly cater to the needs of 
landless labourers. Ini t ial ly, each co
operative is expected to have some 
250 to 300 members. These co-opera
tives wi l l organise manpower in such 
a manner as to undertake rural works 
programmes, public works and agri-
cultural operations systematically. 
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