PEO St udy No. 96

EVALUATI ON STUDY OF RURAL | NDUSTRI ES
PRQIECTS - 1978

1. The St udy

The Governnent of India, during 1962-65, |aunched
49 Rural Industries Projects (RIPS) in Sem -urban areas
with the hope of devel oping them into clusters of
industrial activity or 'growmh centres'. The Fourth Plan
Docurment, after observing the progress nade by the
Projects, suggested the winding up of those projects in
which the progress had not been encouragi ng. The
Hi gh-level Committee in 1970, however, recommended that
all the projects might be allowed to continue and that an
assessnment of their progress could be nade by the
Pr ogr anme Evaluati on Organisation of t he Pl anni ng
Conmi ssi on. Accordingly, the Pr ogr anme Eval uati on
Organisation launched a study in 1974, the report of
whi ch was brought out in 1978.

2. hj ect i ves

i) To see as to how the progranme was pl anned
and admi ni st ered.

ii) To assess the adequacy and effectiveness of
the wvarious conponents of the progranme in
the realisation of its broad objectives

iii) To examne the extent to which the various
components of the progranme benefited the
| ocal people.

3. Sanple Size/Criteria for Selection of Sanple

Qut of the total of 49 projects in existence, 26
projects were selected for study in such a way that at
| east one project was selected fromeach of the States
where the schene was in operation. The selection of
sanpl e was done as under

i) 7 of the 8 projects already covered under the
case study conduct ed by the Programre Eval uati on
O ganisation in 1966-67 were selected again to have
a conparative view

ii) Al the 4 projects set up near the large
scal e industrial projects at Durgapur, Bhilai, Ranchi and
Bhadravati were included.



iii) 15 projects were selected fromthe rest to
represent the renaini ng areas excl udi ng Goa.

Wthin each selected pr oj ect, t hr ee- st age
stratified sanpling was applied for the selection of
wor ker s. In the first stage, the selection of

villages/towns was made by dividing the towns/villages
into four strata. Fromeach stratum two towns/vill ages
were selected at random with probability proportional to
the nunber of the industrial units in themand w thout
repl acenent. The sel ection of industrial units/artisans
fromthe first stage sanpling units formed the second
stage of sanpling. A sanple of 30 industrial units and
10 artisans were selected fromeach stratum Sel ection
of workers from within the selected units forned the
third stage of sanpling. Two workers fromeach sel ected
unit were chosen for canvassing one of the workers with
| ongest service in the selected units and the other
worker the nmopst recent entrant, but having at |east six
nmonths service in the unit.

In all, 2015 industrial units, 975 artisan units
and 2867 industrial workers in 26 selected projects were
covered under the survey.

4, Ref erence Peri od

Data were collected and anal ysed for the period
rangi ng from 1962-63 to 1973-74.

5. Mai n Fi ndi ngs

1. The | ackadaisical approach of the State
governments to the inplenentation of the Programe was
anply manifested in the frequent changes in project
staff, the insufficient direction, nmoni t ori ng and
feedback and the lack of integration of the progranmme
with the activities of other agencies in the field of
smal |l and village industries.

2. The insignificant inpact of the RIP strategy
was evidenced fromthe virtually non-exi stent operational
contact between units and project authorities, the
unproductive nature of pronotional expenditure with the
possi bl e exception of the | oaning progranme (which
benefited about 19% of the total wunits), and the
desperate reliance of units on other funding institutions
| i ke banks and state financial corporations.

3. The average establishnent and pronotional
costs varied froma |low of Rs.3000 per job to as high as
Rs. 10, 000 or nore per job.



4. As against norns, a significant portion of
funds was disbursed in towns with population nore than
15,000 (areas spcifically excluded from the area of
operation of the RIPS). A negligible proportion of the
financi al assistance disbursed went to rural aritsans.

6. Maj or Suggesti ons

1. I mproved functioning of the RIP programme
shoul d enconpass a stricter line of action which would
conprise of, (a) drawing up a list of industries on the
basis of an assessnment of the specific hallmrks of the
rural areas, (b) reconciling the schenes undertaken by
the Khadi and Village Industries Comm ssion (KVIC), the
State Khadi Boards and other agencies with the industries
promoted by the RIPs, (c) channelising the RIP thrust to
those fields where unenploynent is nost severe and to
those which are not locally covered by other agencies,
(d) developing a conprehensive nonitoring system (e)
intensifying the contact between the project authorities
and the actual recipients of funds and (f) elimnating
market inperfections and ensuring steady supply of raw
materi al s.

2. The question of the area of operation of the
projects should be re-exam ned and firm deci sions on the
followng tw major issues should be taken and
i mpl ement ed.

a) Firstly, the exclusion of t owns with
popul ation of nore than 15000 fromthe area of operation
of the RIPs; and

b) Secondly, the coverage of the entire district
i nstead of 3-5 blocks as earlier, under the Rl Ps.

3. There should be a progressive dimnution in
the di sbursenent of direct loans by the RIPs with the
spread of areas of rural banks and the pronotional role
to be played by R Ps could include provision of seed
(margin noney) Jloans for units which were sponsored to
banks for the provision of credit.



