
Executive Summary

Bihar happens to be the second highest rural population below poverty, (44.3%). As per the Planning Commission Report (2001), the rural poverty in Bihar was substantially higher than urban poverty (32.9%). It was further projected that the rural poverty was to the extent of 43.18% even at the end of the year 2006-2007. This very clearly shows that decline in the rural poverty has been dismal during the last 7 years and with 9 out of every 10 persons in Bihar living in villages, poverty in Bihar is significantly a rural phenomena. Creation of rural employability amongst youth through rural industrialization is one of most potent way to address gravity of such a problem
The anxiety over the rural poverty in Bihar gets further deepened by the categorical statement made in the document on approach to 11th five year plan of Government of Bihar that is based on the household survey, conducted by the State government. State is characterized by high unemployment and under employment on the one hand and low productivity of those who are already employed on the other. 
A. Financial Infrastructure & Institutional Finance

1. State department needs to develop it’s own data base of several centrally assisted projects that requires strong partnership with non- governmental organisations with the local monitoring . The State of vocational education is virtually non-existent in Bihar. However, there are 58 Industrial Institutes (ITIs) and Industrial Training centres (ITCs). Of the ITIs, seven ITIs are exclusively for women, and the seating capacity of all the ITIs is reported to be 14968. In terms of population coverage, there is one ITI per 10 lakh population, where as it is 2 lakh in U.P., and 5 lakh in Punjab and so on. Apart from the limited coverage, the existing ITIs are in extremely bad shape as far as infrastructure, equipment and teaching manpower are concerned.Other technical educational institutions, such as Polytechnics, Engineering Colleges, Medical Colleges, Dental Colleges, Pharmacy educational institutions, as well as Information The size of industrial sector in Bihar, in terms of income is hardly 3.2% of net domestic product of the State, where as the national average works out to 20.1%.As to the existing industrial units in Bihar, they cover a range of products including petroleum products (because of Barauni refinery). 
2. However as per the local quotients, food products, tobacco products, leather products,, non metallic products have become prominent constituents of industrial base in Bihar, though group of industries, comprising of cotton, jute, wool, paper, rubber, plastic and chemicals also have their presence in smaller ways.  In this context it may be further mentioned that agro- based industries occupy a prominent place in the industrial scenario of present Bihar as they account for nearly half of the net value added. Incidentally, during the last two decades agro-based industries viz; tea in Kishanganj district, dairy sector through cooperatives, and makhana industries have shown increasing trend. It is, however, noteworthy that 35 districts, do not have even a single medium large industrial unit and another 11 districts have less than 5 units each. 

B. Role of Private Sector in Rural Industrialization
1. Overall position of physical infrastructure in the state is far from satisfactory. General level of development is low because of inadequate infrastructure on road and power where, private entrepreneurs have just begun to take interest. Massive construction of roads by private contractors and state bridge corporation has been taken up that will take sometime to show its impact

2. Chamber of commerce and industry association in the state are to play their    active roles to influence the policies and provide the proper linkages to the market outlet. However, industrial area authority and the huge number of sick industries in the state project a serious concern due to pathetic role of private players in the state economy. 
3. There is no such major retail market lead taken up by any known private players except Vishal retail at Patna.  However efforts are on to mobilize ‘Ambanis and Mahendra’  to take the lead as private players. Innovative projects may be taken up for economic activation through cluster intervention by independent bodies under the leadership of the industries department .There is significant step taken up by the state government in this regard particularly in Handloom cluster . Strategy is being evolved to examine closer partnership with ministry of textile government of India 
C .Operating Mechanism and Strategic Intervention

1. Dwindling interest in farm occupation has been visible in small sized farm holders compared to large sized ones. It may due to the fact that low size farms no longer remains commercially viable holding. Zonal picture, also support the above hypothesis on the issue of  productivity  Of course large sized farm respondents were more commercially attuned than small and medium sized farm respondents 

2. This observation clearly supports the common belief that poor households in development process need greater participation. Hence, any economic programme including rural industrialization must target poor households in Bihar as a pro -poor strategy. Ironically it was found that 42.67 percent of households had surplus income than expenses. It could drive us towards viable microfinance initiative through non governmental intervention in close partnership with formal banking set up of the state.

3. It also suggests that strong self- help group movement at the village level for economic activation would encourage sustained credit and thrift strategy for viable livelihood programme since poor are looking for such credible institutions. Jeevika–livelihood project initiated with the support of World Bank has made a significant move in this regard in different districts that have been selected to take up such intervention.

4. The analysis clearly indicates that the land base is still the main determinant of economic status of rural households in Bihar. In such a case farm intervention through strategic alliance with other departments must become part of the proposed and current rural industrialization programme. How long we can expect to alleviate the poverty of the rural poor through agriculture commercialization where the interest and extension orientation has come to a grinding halt for quite some time. State horticulture mission has just taken off the ground in new work climate that might give momentum to abridge the gap  National mission has been networking with some NGOs for recruiting to employ the right team for impacting the delivery process, where the ground perception of such a process is not so positive. 

5. To begin with, the State Government should consider popularizing the use of Solar Photo Voltaic Technology extensively in Bihar, particularly in rural areas to meet their immediate power need for light, fan, electrical or electronic gadgets. It will provide them pollution free energy. Thus, their children can study at night in better and healthy environment, the traders/ shop keepers/ artisans will get light for extending the hours of their gainful activities at night, radios television can be used for information & entertainment, people will have better family & social interaction at night. There may be solar street light, telephone booth etc in the villages and so on. Panchayati Raj Institution can take up this responsibility of promoting standard quality of stand alone Solar Home lighting systems, street lights in the villages. However, temptation of giving subsidy on a large scale for this purpose should be avoided as far as possible. It can at best be linked with village /cottage industries, or any income generating activities in villages. However, State Government should arrange to conduct free demonstrations of photo voltaic technology/ Solar Home Lighting System, free training to develop chains of supply and after sale services in the villages with the help of NGOs, and manufacturers of solar home lighting systems (SHLS). It will create additional self employment opportunities also. Financial institutions may be roped in to provide credit facilities for installation of SHLS. It has already started happening in other States, including Bihar.

Recommendations:

1. As regards Governance, it was felt by all stake holders
that the cost of governance need not be added. However, there is an urgent need to have a semi-autonomous unit with the leadership of secretary industry GOB to supervise, coordinate and promote the RIP. Considering the  magnitude and complexities, the State Government may consider establishing a specially dedicated Directorate of Rural and village industries (RVI) under a senior administrative officer with a State Steering Council, chaired by the Chief Minister or by the Dy chief Minister and co-chaired by the Industrial Development Minister with the representation of the heads of all the cross functional departments, expected to coordinate  with the directorate of RVI for creating necessary infrastructural support and resource building as well as reasonable representation from functional clusters to facilitate implementation of the  rural industrialization program in   the State Departments like those of agriculture, rural development, social welfare, planning, panchayat Raj including  coordinating head of the SLBC & national financial institution.. Secretary Industries Development would act as a nodal departmental head. The function of the council is to integrate all the concerned departments to impact rural economy.
2. Alongside, Rural & village Industrialization Coordination Committee should also be constituted at District level under the chairmanship of District administrative head for ensuring proper grass root level coordination in planning and implementation of the program, that integrates all the departments. 
3. The areas that have been identified as surplus in crop, vegetable and fruit production need to develop economic cluster.  Such adjoining areas should be clubbed together to form clusters.  For example, such clusters may be formed in  Rohtas, Bhojpur, Aurangabad, Arwal, and some parts of Patna districts for paddy, and wheat, in Begusarai, khagaria and Samastipur districts for winter maize, in Patna, Nalanda, Aurangabad, Jahanabad and other such districts for Potato & green vegetables, in the districts of Muzaffarpur, Samastipur, Darbhanga and Bhagalpur for fruits and spices, in districts like, Sitamadhi, Darbhanga, Madhubani, Supaul, Saharsa, Purnea, and  Katihar for makhana and so on similarly such pockets may also be identified in the State, though such pockets may not be in a position to be clubbed. Apart from upcoming opportunities for promoting rural industries there, these pockets may also serve as feeders for other major agro-industries centers. 

4. All necessary infrastructural development like, rural extension set up for technology transfer, timely supply of quality inputs, storage, road & transport, power supply, irrigation system etc should be undertaken intensively in and around such clusters to increase and sustain agricultural modernization.  Like wise such infrastructure build up should also be made available in and around the specially identified pockets to demonstrate the impact of undertaking commercial farming.

5. Special emphasis should be given to those high yielding varieties, which may be suitable for processing industries and growing off season vegetable crops in appropriate intercropping systems to enhance per unit area production. Vegetables alone could be used for producing a variety of products, such as potato chips, tomato powder/puree/juice/pulp/sauce, chilly powder/sauce/pickle, apart from dried canned and frozen cauliflower, peas, cowpea, carrot, etc. This would open a great avenue for packaged food industries. 

6. Similarly a variety of fruits, such as litchi, guava, mango, jack fruit, lemon, bael, pine apple, banana etc. is grown in Bihar. Appropriate extension programmes should be initiated for their rejuvenation and area expansion to provide enough raw material for promoting appropriate agro-industries to produce amchur, mango juice,  mango pickles, green mango drinks/juice,  guava juice/ jelly, lemon juice, lemon pickles, lemon-cordials amla  murabba, Amla pickles , banana chips, banana powder, litchi juice etc. North Bihar offers great potentials in this regard.

7. In certain pockets of Bihar, such as in the districts of Katihar, Purnea, Madhepura, Saharsa, Kishanganj etc. jute is grown extensively. It may be used to promote jute based industries to produce carry bags, carpets, ropes etc.

8. Expansion of dairy, poultry and fisheries can be very good in Bihar. Bihar and adjoining states, including Nepal can be good market for fresh or frozen products of fisheries/poultry as well as for milk powder, butter, ghee, bottled scented milk, icecream etc. Hence, it will be desirable to put appropriate emphasis on their large scale promotion along with creation of appropriate infrastructure to support such industries
9. Apart from agro-based industries, Bihar has the potential to promote metal product industries, drugs and pharmaceutical industries, leather industries, electronic as well as electrical goods industries, traditional industries, like handlooms, powerlooms, knitting, embroidery, painting, as well as small scale industries, such as lime based industries, stone chips industries silk weaving and printing industries, glassware industries etc. The respective clusters should be given due infrastructural support for their expansion, technological upgradation, and attractive appreciation in the economic return on investment. 
10. Rural market for rural entrepreneurs need improved services for users to facilitate marketing of the local produce, creating an element of market security for the growers. It can also be effective credit, marketing link up point. It may be provided with mobile banks on haat days by Gramin Banks provided rural banks take that lead in this regard. NGOs and local lead bank need to evolve close partnership to work in partnership for several DRDA Programmes.
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