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Creating Corporate Success in the North East











Introduction





In the era of globalisation that has overtaken the whole world today, countries as well as regimes and states within a country have little option but to compete for investment flows. And it is with a view to open up the market opportunities to private investment that an International Conference on “Business Opportunities in North East India - Guwahati Initiative” was organised on 22-23rd February 2001 by Federation of Indian Chambers of Commerce and Industry (FICCI) and the Federation of Industries and Commerce of North Eastern Region (FINER) with the support of Government of Assam..


In a liberalised policy environment, with only very few areas covered by licensing the role of the Government is indeed extremely limited in directing investment. Any investor either foreign or Indian now has the option to select from an array of competing opportunities and locations. The North Eastern Region is no exception.


Creating a competitive investment climate in the North East was one of the principal areas of concern of this conference. The crux of the conference proceedings highlights that  apart from all other economic considerations, the ‘feel good factor’ about the current business environment and the level of confidence in the future of an economy play deciding roles in investor preferences. Simultaneously the steady emergence of successful entrepreneurs from the Region acts as a strong motivating factor for others to follow. This study annexes some direct examples of corporate success stories in the North East to demonstrate that despite various obstacles the flow of capital formation is on.


Nothing succeeds like success and nothing attracts investors more easily than success stories. Of course, the attraction that any investment destination offers consists of both tangible and intangible conditions. Greater attention is therefore required towards creating and formulating corporate success to help gravitate new investment flows. It would not be out of place to mention here that in a fairly open investment regime, sometimes investors tend to by-pass difficult options.


Doing Business in the North East : Some Bottlenecks and Challenges


Unlike in the case of other regions in the country, the North Eastern Region occupies 8.06% of India’s total land area with a population of around 35 million and shares only 2% of its boundary with the main land of the country while 98% is linked with India’s international border between Bangladesh, Myanmar, China and Bhutan. The entire region with its land locked geo-political and economic dimension coupled with a multi-tribal, multi-ethnic and multi-lingual socio-cultural populace becomes a real test of judgment for  entrepreneurs and policy makers. The entire region has developed several in built resistance to economic advancement over the years.


The North East of India is usually packaged as one entity, which does not take into account the ground realities of difficulties of travel and free trade in the region.


Quite apart from the fact that there are  many distinct ethnic groups inhabiting the various States in the region, who have their own language, culture and religion, there is an almost insurmountable barrier by way of hilly terrain, distances and time required to travel between the States in the North East.


It still takes almost two days to travel to Manipur from Guwahati and Tripura is best visited by air. Even to certain areas of Assam’s neighbouring States of Arunachal Pradesh and Nagaland, it takes one full days travel. The main reason for this is the poor condition of the National Highways and other roads in the region. For any meaningful increase in trade, not only within the region but also with our neighbouring countries, it is essential to first improve and expand the road network. There is also a pressing need to have a viable and efficient regional airline in place to connect at least the State capitals on a regular basis.


Doing business in the North-East has its own challenges. The region has enormous resources that have not been fully developed. After partition the region lost all the traditional routes to the main centres of trade and industry and despite fifty years of independence. The region is still to recover from the fatalities of distortion. During the old days, a boat with tea, timber, coal from Dibrugarh, which is about 400 km. away, would reach Calcutta in eight days of day-night navigation. Now the same boat doesn’t go from Dibrugarh, but from Guwahati, and takes a long time because there are no night navigation facilities, no river channeling, and a large number of customs points. Traveling from Guwahati to Tripura, going from Guwahati to Aizwal is almost a two-day affair, even if it’s a flying distance of only 35 minutes. Coming from outside the region means staying overnight in Calcutta.


In many ways the current state of economic and social environment in the North East presents a paradox for development planners. Recent research by some economic scholars* reveal a host of interesting contradictions :


Agriculture still predominates the entire sphere  of economic activity while the industrial sector is a distant second. The tertiary or services sector comprising banking, insurance, financial service, travel, health, education etc is depressed and available figures are actually inflated. While agriculture receives primacy of importance, the degree of commercialisation is negligible, slash and burn (jhum) cultivation is widely prevalent in a majority of the hill areas, while single crop traditional agriculture dominates in the plains. The existing land tenure system of the region with its emphasis on local ownership adds to the prevalence of innumerable small sized farm holdings. Naturally this acts as a strong impediment to the spread of commercialisation in agriculture.


Efforts to industrialise the state have largely been state sponsored. Most cases of industrial success have emerged from the private sector. The North East was the first to receive public investment in Oil and Natural Gas and yet the rising cost of per unit operations have made much of these investments non-competitive today. Similarly state sponsored small scale industries are now very unviable. Reduction in tariff barriers  coupled with a free flow of goods from across the border have all added to the plight of small scale entrepreneurs.


The region has mixed levels of infrastructure. There are pockets in the region (like Assam) which have a network of railways and highways that are quite comparable to many economically advanced regions in the country. However, despite the latent potential for hydro-power, barring Meghalaya, power is a great bottleneck. Telecommunication network requires to go beyond the capital cities to gain wider usage and mass appeal.


The region by and large has a long history of administrative experience. Therefore the existing government institutional infrastructure is fairly well equipped. There are also pockets where it is woefully lacking.





_____________�* Sachdeva (1998)


Contrary to popular belief the entire North east is a labour scarce region  with the possible exception of the Brahmaputra valley and Tripura. Populist policies based on general levels of unemployment have made it difficult for industry to find skilled manpower locally and most entrepreneurs shy away from undertaking any major investments into industrial projects as these involve ‘importing’ skilled workforce from elsewhere.


Despite enormous Central Government support, the economic health of most State Governments continues to remain questionable. Low volumes of business activity imply the prevalence of a narrow taxable base and this means strained financial resources. Hence several State Governments in the region are handicapped to pursue their own economic agendas without proper central support.


One of the greatest assets of the region is a large educational infrastructure, both for lower as well as for higher education. The region has always had a tradition of higher learning. In today’s world of information technology and IT enabled services this has strong implications for future investment potential. However, in the absence of adequate employment opportunities the North East “exports” a sizable number of skilled manpower to other economically advanced states.


The western frontiers of the North East are connected to the eastern part of the Indian subcontinent by a narrow land corridor. Sometimes referred to as the Chicken’s Neck. The physical isolation is evident. However in an increasingly integrated world economy, there is a good possibility that the locational disadvantage of the North East could be converted into an advantage, by adopting corrective steps to liberalise the border trade with Myanmar and Bangladesh.


Strengths and Weaknesses, Opportunities and Threats


Located in one of the world’s richest bio-geographic zone, Assam and the other North-Eastern states are extremely rich in bio-diversity. Nature has blessed Assam with resources like oil and gas, coal, limestone, granite etc, which are very rich resources for investment. The ideal climatic conditions also allow for investment in plantations, medicinal plants and herbs, horticulture and food processing. The region offers immense potential for investments in the tourism sector and in the generation of hydro-electrical power. The largest state, Assam, has a population figure of 26.8 million with a population density of 286 per sq km indicates the market size and the scope of investment in demand-based industries. In the context of globalisation, Assam and the North-Eastern states are strategically located because of their proximity to the East and South-East Asian countries.


The percentage of people living below the poverty line in rural areas is about 45.01% as against the all India figures of 37 percent. Rural unemployment, particularly among the educate youth of this region has contributed immensely to the state of unrest and discomfort. The nature of insurgency which prevails in the region has prompted some policy makers to describe the phenomenon as somewhat of “small-scale” industry run by a band of educated youth who, in the absence of viable job opportunities, have taken up the gun to derive authority and employment.


Assam is the biggest state in the North East region with 80 percent of its population of 2.68 crore (26.8 million). Its geographical area is second only to Arunanchal Pradesh. It has 24,000 villages 93 towns and a literacy rate of 80 per cent. The per capita income is around Rs 9,600 compared to an all India average of Rs 15,000. The Brahmaputra divides Assam into two parts, North Assam and South Assam. Efforts are underway to lay strong foundation for what is called Assam Inc., making it a destination for corporate houses to invest in the new Assam. The cutting edge or the competitive edge of Assam remains its  natural resources. But there remains the prevailing disadvantage of locational bottlenecks. At the same time early birds can take maximum advantage of the cheap and qualified  labour and the general package of incentives to kick-start a variety of mass based industries.


If one sees North East in a global context, or in a South Asian context, then we have the North-east in the centre of the area. The region is surrounded by China, Myanmar and all the South-east tigers i.e. Singapore, Hong Kong, Malaysia and Thailand; and we have Nepal, Bangladesh and Bhutan. At the same time, the region is also the gateway to South-East Asia. The aerial distance from Guwahati to Singapore, Malaysia or to Thailand is less than the distance to Mumbai or Chennai. Recently, Guwahati has been declared an international airport, and with the South-east pre-financial trade agreement becoming applicable and increased globalisation, one can visualise a lot of new opportunities for the North-east and East India. 


While discussing natural resources, the first thing that comes to mind is the oil well reserves. Oil wells were introduced in the region way back in 1889 and there is  the world’s second-oldest refinery and Asia’s first refinery at Digboi. There is plenty of  scope for undertaking new exploration in the region as per the new exploration guidelines of the Government of India remitting all exploration by private parties and foreign multinational companies, apart from Indian Oil and ONGC. There is a large reserve of natural gas and its careful exploitation can lead to growth of several ancillary industries. The Government of Assam has tied up with Reliance Industries Limited and it is  expected that the construction of this gas-sector project will be started shortly from this year.


Apart from this, there are a number of petrochemical projects and power plants next to the natural gas reserves. There are a huge deposit of limestone (800 million tonnes), coal (320 million tonnes), as well as granite, mica, gypsum, glass, china clay etc for ceramic and pottery industries. 


For investment in the North-east region, the Government of India has announced a unique package of incentives with excise and tax rebates for 10 years, capital investment subsidies, subsidies on working capital, food subsidies and also 100 per cent subsidies for insurance premium for industrial units. There are no locational restrictions if the industries are set up anywhere in Assam in case of 18 specified industries, which includes mineral-based industries, food processing industries, and tea-based industries. Certain industries such as mining, power and plantation can get automatic FDI approval. 
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Creating a climate for corporate success in the North East





To attract private investment and capital to the region, some basic changes are necessary. They are mainly in the areas of land policy, labour laws, infrastructure both hard and soft, general law and order situation in the states, attitudes of financial institutions, disbursement of incentives and so on.





Land Policy





Apart from some industry in Assam, the region is primarily agricultural. So the initial impetus to economic activity must commence from agriculture. Some of our most industrialised States (like Maharashtra, Gujarat) have a strong agrarian base. The present agricultural techniques are archaic and relatively unproductive. For a start the agriculture of the region must be commercialised. There is a further scope for tea plantations, horticulture, rubber plantations, floriculture, sericulture. As it is the share of cash crops in the total agriculture production in the region is already quite substantial as indicated in the following Table.





Percentage Share of Cash Crops to Total Crops in North-East





�
�
(1994-95)�
�
State�
�
% of Cash Crops to �Total Crops�
�
Arunachal Pradesh�
�
46.3�
�
Assam�
�
45.0�
�
Manipur�
�
44.1�
�
Meghalaya�
�
54.5�
�
Mizoram�
�
34.6�
�
Nagaland�
�
54.3�
�
Tripura�
�
33.5�
�
All India�
�
42.8�
�
Source : Parliamentary Questions. 25 February, 1996�
�



With the exception of the Rubber Board, the government departments which promote such activities have more or less failed to be the rightful catalysts in all the States. These are all highly capital intensive and technical activities; and there really is no choice but to invite private capital into some of these areas. However, the present land tenure system in the region is very complex, and is a strong deterrent for outside investment. Apart from Assam, it is difficult to get land in other North-East States either on ownership or on lease. In order to attract private capital, there is an urgent need to look into current land policies.








Land Tenure System in the North-East�
�






Arunachal Pradesh: 





Cultivation Pattern - 75% Shifting   25% settled





Legal Position - No land Tenure System with legal backing





Transfer of Land to Non Tribals and Outsiders - Prohibited by Customary Law





Pattern of Ownership - Community, Clan and Private





Assam :





Plain Areas :





Legal Position - Assam Land and Revenue Regulation 1886





Transfer of Land to Non Tribals and Outsiders - Possible except in designated 'Protected Areas' within the Tribal Belts and Blocks.





Hill Districts :





Karbi Anglong





Legal Position - Only Executive Orders and Instruction





Transfer to Non Tribal and Outsiders - Not possible except with prior permission of the District Council Authority.


Manipur :


Geography - 90% Hills  10% Plains





Legal Position - Manipur Land Revenue and Land Reforms Act 1960 (Not enforced in Hill Areas so far)





Pattern of Ownership - Mainly community land, clan land or village chief is owner or custodian of village lands; in some places village council is the owner of land.





Transfer to Non Tribal and Outsiders - Not possible in Hill Areas 





Legal Position - Meghalaya Transfer of Land (Regulation) Act 1972





Pattern of Ownership :





Garo Hills 	- Clan Lands, Managed by Nokma (on behalf of Nokna)





Khasi Hills 	- Ri Kyanti lands : clan lands


		  Ri Raid Lands : Village community land





Jaintia Hills	- Similar to Khasis with little variations





Transfer to Non Tribal and outsiders - Prohibited by law





Mizoram :





Legal Position - Lushai Hills District (Acquisition of Chief's Rights) Act 1954.





Pattern of Ownership - All land belongs to State 


Three kinds of Pattas:


Temporary Pass, Periodic patta, �land settlement certificate





Transfer to Non Tribal and Outsiders - Prohibited by law








Nagaland :





Legal Position - Customary laws





Pattern of Owernship - Common Village land, Clan land, Individual land, Morung land





Transfer to Non Tribal and Outsiders - Not possible





Tripura :





Geography - Hills 60%, Plains 40%





Legal Position - Tripura Land Revenue & Land Reforms Act 1960, Tripura Tribal Area Autonomous District Council Act 1979





Pattern of Ownership - Community





Transfer to Non Tribal and Outsiders - Prohibited without the permission of Deputy Commissioner





The above data indicates the complex nature of the land tenure system in the region. Any market based economy cannot grow in a place where there is no genuine market for the basic factor of production - land. There is a realisation now in the region that the land tenure system among the tribals is responsible for the slow growth in agriculture. It was also observed in Manipur that private lands are more developed compared to the community land; even hill lands under private ownership or management are prosperous [Refer FEEDS and IPA (1997)]. Amongst western economies the collapse of the economic system in the USSR is a strong example of low productivity in traditional collective enterprises can depress overall economic activity.





Therefore, it is evident that major policy actions in the area of land policy have to be implemented by almost all the States. During the conference on Business Opportunities in the North East India, time and againentrepreneurs and industry representatives emphasised that land should be made available to investors for industrial or agricultural purposes in a transparent manner, either on lease or on ownership. This would be an important step to remove one of the greatest hurdles in the way of the economic development of the region. How can         private investment be attracted from within and outside the State if land is not transferable and cannot be readily hypothecated/mortgaged to lending institutions as security against borrowings. An appropriate legal framework will also need to be established to handle issues such as contract/cooperative farming, long term land lease etc.





There is a strong correlation between the existing land tenure policy and the degree of industrialisation in the North East.  Apart from the Brahmaputra valley, where land is more readily transferable, there are hardly any significant business enterprises in Arunachal, Manipur, Mizoram and Tripura.





Investors Need to be Welcomed with Open Arms





Investors need to be welcomed with open arms and, today, if we look at many states that were in the forefront of investment, we will find they are no longer in the forefront of investment because they do not have the same welcoming attitudes. Indeed, there are some investor-friendly states who allot a senior official to a investor from the time he lands to the time he leaves. This officer is attached to him to take care of all his clearances. Single-window clearances are a must, and there is a need for a genuine attitudinal change. It is imperative that a system be involved for a single-window clearance in a time-bound programme of 30-40 days for any application as has been done successfully in several states. In Assam the open arms policy of the State Government has helped to nurture several new investments like Premier Cryogenics, Guwahati Neurological Research Centre, Assam Polyester Cooperative Society, Assam Carbon, Vinay Cements and so on.  Some of these up and coming organisation have specially benefited from the “Open Door” policy of agencies like NEDFi and the AIDC with respect to quick approval of their project for financial assistance, disbursement of capital subsidy, extension of indirect tax benefits and so on.


Secondly, if employment is a basis  of enhancing economic welfare then we should look at employment generating industries. The North-east states have a vast potential for consumer products and perhaps it is time that their Chief minister’s and officials go out and look at investors in the consumer products areas. But distribution is a very important part of the consumer product industry. Process food industries is another area that is very important in this part of world. Infact there is a widespread feeling that the states have not exploited even marginally the processed food industry in the North East. However, a successful beginning has been made with the launching of North East Pure Drinks Ltd which is a joint venture between a local entrepreneur and  Pepsico Ltd. This project has been put into commercial operation within a very short time frame and is reportedly doing well.


Role of Financial Institutions 


There is a strong feeling amongst businessmen and entrepreneurs that the financial institutions have still not understood the desires of the Governments in the North-eastern states. There is enormous delay in sanctions, there is a penal rate of interest, and the penal rate of interest is on the basis that the loan is not secured in this part of the country. There is a clear case for a lower interest rate in this part of the country to attract investors. Again, financial institutions should look at viable projects and clear them quickly. Inspite of having 200 per cent of primary securities in the form of land and buildings, these institutions ask for 100 per cent additional collateral securities. Another area is rate of interest. In spite of having a successful promoter’s track record, ongoing project, adequate security, the rate of interest charged by financial institutions is high. Although institutions like the NEDFi have helped to create a climate of initial investment,  if we have to convert the tide into a flood then a more positive attitude amongst lending agencies needs to be adopted. Time and again the conference witnessed speakers who narrated some of their avoidable  experiences with banks on account of disbursement of term loans, working capital facilities and application of  penal interest charges.  Infact, one of the participating companies (Assam Carbon) provided detailed account of how in the initial start-up period their projected requirement of working capital was curtailed by the dealing bank and unit almost went sick. 





Labour Policy





Another important issue related to economic development in the region is labour. It has to be understood that the North-Eastern region is a labour scarce economy rather than a labour surplus economy. This is perhaps one of the main reasons for the failure of the various labour intensive government schemes in the areas of animal husbandry, fishery and Jawahar Rozgar Yojana, etc. Despite all the reference to 'outsider invasion', labour (both skilled and unskilled) is quite scarce in the region with the possible exception of the Brahmaputra valley and Tripura. Already outside labour (mainly from Bangladesh, Myanmar and other parts of India) is a crucial factor in both agricultural as well as non-agricultural activities of the region.





Discussions with local entrepreneurs reveal that with an increase in economic activities, the problems of labour shortage is expected to get aggravated. Unless the region is opened up for outside labour, economic development is going to suffer. Labour, ofcourse is a highly sensitive issue; and the respective State Governments need to incorporate a proactive labour policy. For the economic development of the region, it is imperative to evolve a tolerant labour policy. Already some States have started some measures to deal with the problem. They are considering a control mechanism to allay tribal apprehensions of influx of outsiders. The labour policy has to become more open if the North-East Region really desires to take advantage of new opportunities. Perhaps as a test case at least in the Special Economic Zones there should be adequate freedom given to industry to recruit people with desired skills from wherever. There is a growing apprehension amongst prospective entrepreneurs that there is an acute shortage of skill labour and this in turn  makes sophisticated investments in engineering and processing industries even more difficult. However, there are instances when “enlightened” managements such as ONGC, Vinay Cements, Premier Cryogenics have helped to nurture their own pool of talent. This has helped to create a wider talent base.





Claiming Financial Incentives





The 100 percent excise duty refunds is one of the most welcome subsidies that make the North East a very attractive location. However, for full impact of the benefit, the locational instruction needs immediate removal and, also moderate credit needs to be allowed. Central and other subsidies help ensuring the bottomline. As for the insurance refund policy, not even the rules have been formed, and there is no one yet who has claimed the insurance refund. This is something that has to be looked into and rules are required to be formed as early as possible so the genuine entrepreneurs are not put to hardship. Similarly there is a huge back log in the disbursement of transport subsidy and at long last the entire process of claim settlement has been entrusted to NEDFi. To a large extent individual cases of hardship have been taken up by FINER with the concerned agencies and officials.





Revamping infrastructure - key thrust on Power





Every study on the North-East has highlighted the problem of infrastructure in the region. The S P Shukla Commission which was set up mainly to look into infrastructural gaps in the region has reported that infrastructural requirements for the region are a staggering amount of Rs 93,619 crores, and it estimated that the requirements for the Ninth Plan period itself are at about Rs 18,000 crores.





However, of the total estimates, more than Rs 60,000 crores are for the power sector alone. This is the crucial area which requires strong attention. The following tables show that despite having only about 100 KWH per capita consumption (against the national average of 319 KWH), all the States in the region except Meghalaya face a shortage of power. Yet the North-East Region has a huge reserve of hydro-electric potential averaging between 30,000 and 40,000 MW. Arunachal Pradesh alone is supposed to have the potential of about 30,000 MW, of which only 25 MW has been harnessed so far. If only a portion of the hydro electric potential is realised, the region can become attractive to investors. Obviously, this is one area where foreign direct investment can be readily attracted. Table 2 shows that more than 15 new power projects, including the private sector projects, are at different stages of implementation. Project reports of Lower Kopili and Tipaimukh projects are also ready. Twenty-seven other projects are under active consideration. All these projects would require about Rs 40,000 crore worth of investment. 


�
Table - 1


Power Situation in the North East





�
Arunachal�
Assam�
Manipur�
Meghalaya�
Mizoram�
Nagaland�
Tripura�
Central Sector�
NER�
�
�
�
�
�
�
�
�
�
�
�
�
Hydro Power Potential at 60% Load Factor (mw)�
�����26756�
�����351�
�����1176�
�����1070�
�����1455�
�����1040�
�����9�
�����-�
�����31857�
�
Generating Capacity March 1996 (mw) �
�
�
�
�
�
�
�
�
�
�
 Hydral�
24�
2�
3�
187�
3�
3�
16�
255�
492�
�
 Thermal�
16�
595�
9�
7�
21�
4�
53�
168�
873�
�
 Total�
40�
59�
12�
194�
24�
7�
53�
356�
1366�
�
Situation in 1994-95�
�
�
�
�
�
�
�
�
Require-ment�
�55�
�500�
�75�
�79�
�43�
�33�
�82�
�-�
�840�
�
Avail-ability�
�36�
�345�
�59�
�79�
�31�
�26�
�45�
�-�
�620�
�
Surplus(+)/�Deficit (-)�
�-19�
�-155�
�-16�
�0�
�-12�
�-7�
�-37�
��
�-220�
�



�
�
�
�
�
�
�
�
�
�
�
Surplus(+)/�Deficit (-)�
�-34.5�
�-31�
�-21.3�
�0�
�-27.9�
�-21.2�
�-45.1�
�-�
�-26.2�
�
Peak (mw) Projection for 1999-2000�
���86�
���1187�
���163�
���119�
���98�
���64�
���150�
���-�
���1867�
�
Per Capita Consump-tion of Electricity 1994-95 (Kwh)�
�����66�
�����104�
�����129�
�����136�
�����112�
�����59�
�����66�
�����319 AI�
�����102�
�
Village Electrifica-tion (%) March 1996)�
����67�
����99�
����49�
����100�
����99�
����100�
����886 AI�
����-�
����-�
�
Comm. Loss of State Electricity Boards March 93 (Rs Crore)�
������1131�
������19�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�



Table - 2


Power Plants Commissioned Between 1992-93 and 1995-96





Project�
Type�
Ownership�
State�
Capacity (Mw)�
Year of Commissioning�
�
Lakwa Gt Unit 5.6�
Gas�
State Govt.�
Assam�
20x2�
1993-94�
�
Lakwa Gt Unit II 7�
Gas�
State Govt.�
Assam�
20�
1994-95�
�
Kathalguri GT 1,2,3�
Gas�
Central Govt.�
Assam�
33.5x3�
1994-95�
�
Kathalguri Gt 4.5�
Thermal�
Central Govt.�
Assam�
33.5x2�
1995-96�
�
Umiam Umtru Unit 1�
Hydro�
State Govt.�
Meghalaya�
30x2�
1992-93�
�
Rokhta Ph III Gt 3.4�
Thermal�
Central Govt.�
Tripura�
8x2�
1995-96�
�
Source : India's Energy Sector, CMIE, September 1996�
�



�



Table 3





Status of Main New Power Projects in the NER








Project�
Raw Material�
Cost Rs (Crore)�
Capacity (MW)�
Ownership�
Status�
�
1�
2�
3�
4�
5�
6�
�
Ranganadi (Aru)�
Hydral�
774.00�
405�
Neepco*  (Central Govt.)�
Under Implementation�
�
Damwe (Aru)�
Hydral�
1500.00�
520�
Neepco  (Central Govt.)�
Proposed�
�
Kharsang (Aru)�
Gas�
232.00�
48�
Intercorp  (Central Govt.)�
Under Implementation�
�
Kemeng (Aru)�
Hydral�
1300.00�
600�
Intercorp  (Central Govt.)�
Under Implementation�
�
Kathalguri (Ass)�
Gas�
1347.00�
291�
Neepco  (Central Govt.)�
Under Implementation�
�
Kopili (Ass)�
Hydral�
111.00�
100�
Neepco  (Central Govt.)�
Under Implementation�
�
Adamtilla (Ass)�
Gas�
52.50�
9�
DLF Power Co. (Pvt. Ind)�
Under Implementation�
�
Bashkandi (Ass)�
Gas�
78.75�
16�
DLF Power Co. (Pvt. Ind)�
Under Implementation�
�
Namrup (Ass)�
Coal�
315.00�
90�
Assam Valley Power�
Under Implementation�
�
Amguri (Ass)�
Gas�
1400.00�
348�
NTPC# (Central Govt.)�
Announcement (Pvt. Indian)�
�
Karbi Langpi (Ass)�
Hydral�
189.60�
100�
ASEB+Subhash Projects�
Announcement�
�
Loktak (Man)�
Hydral�
315.00�
90�
NHPC! (State Govt.)�
Under Implementation�
�
Tuiviai (Mtz)�
Hydral�
735.00�
210�
State Govt.�
Proposed�
�
Dhaleshwari (Mtz)�
Hydral�
420.00�
120�
State Govt.�
Proposed�
�
Tuirial (Mtz)�
Hydral�
250.00�
60�
State Govt.�
Proposed�
�
Doyang (Nag)�
Hydral�
331.59�
75�
Neepco (Central Govt.)�
Under Implementation�
�
Agartala (Tri)�
Gas�
294.05�
84�
Neepco (State Govt.)�
Under Implementation�
�
�
�
�
�
�
�
�



North Eastern Electric Power Corpn. Ltd. ! National Hydro-electric Power Corpn.


#	National Thermal Power Corpn Ltd





Source :	India's Energy Sector, CMIE, September 1996 : NEEEPCO








If things go as planned, the power situation is likely to be eased. But for the next five to ten years, power will remain a major problem in the region which no investor can ignore. As against the backdrop of current scarcity of power the Sixteenth Electric Power Survey of India (September 2000) forecasts a drop in electricity demand for almost all the individual North Eastern States in its long term projections for the year 2016-17. This startling revelution is disconcerting because it has several repercussions on the pace of new investment into fresh power projects.


 


Table - 4


North Eastern Region


Summary of Categorywise Forecast


(Public Utilities)


in Million kwh


Categories�
1993-94�
1994-95�
1995-96�
1996-97�
1997-98�
1998-99�
�
�
---------------------------------------Actual-------------------------------------------


�
Estimated�
�
Domestic�
764.42�
755.15�
962.89�
1108.37�
1204.07�
1338.18�
�
Commercial & Miscellaneous�
271.86�
302.15�
334.49�
333.04�
349.88�
368.19�
�
Public Lighting�
42.25�
52.10�
51.97�
58.33�
49.42�
55.15�
�
Public Water Works�
97.00�
115.87�
119.37�
124.10�
135.90�
152.08�
�
Irrigation�
70.37�
75.53�
71.85�
89.69�
88.87�
117.17�
�
Lift Irrigation�
5.27�
12.61�
6.18�
7.16�
8.05�
16.50�
�
LT Industries�
487.16�
564.08�
499.99�
532.03�
586.30�
620.55�
�
ET Industries less than IMW�
136.66�
128.52�
144.15�
203.08�
191.40�
206.37�
�
ET Industries 1 MW & above�
286.93�
261.11�
316.06�
301.47�
305.46�
333.79�
�
Non Industrial�
287.06�
313.69�
299.04�
419.33�
406.24�
426.83�
�
Total Consumption - MkWh�
2448.98�
2580.81�
2805.99�
3176.60�
3326.61�
3634.81�
�
T & D Losses (%)�
26.04�
26.54�
28.01�
25.17�
26.04�
25.76�
�
T & D Lossess - MkWh�
862.02�
932.19�
1092.01�
1068.40�
1171.39�
1261.19�
�
Energy Requirement - MkWh�
3311.00�
3513.00�
3898.00�
4245.00�
4498.00�
4896.00�
�
Load Factor (%)�
56.08�
58.37�
66.12�
72.11�
62.31�
57.68�
�
Peak Load (MW)�
674.00�
687.00�
693.00�
672.00�
826.00�
969.00�
�



Categories�
1999-0�
2000-01�
2001-02�
2002-03�
2003-4�
2004-5�
�
�
--------------------------------------- Estimated -----------------------------------------------------


�
�
Domestic�
1476.62�
1615.18�
1768.40�
1935.18�
2116.49�
2314.48�
�
Commercial & Miscellaneous�
387.48�
407.41�
428.42�
450.65�
474.49�
498.88�
�
Public Lighting�
63.14�
72.03�
79.53�
85.72�
92.03�
98.80�
�
Public Water Works�
165.66�
180.37�
195.22�
210.54�
243.98�
251.68�
�
Irrigation�
126.08�
136.66�
147.64�
159.01�
17078�
182.94�
�
Lift Irrigation�
24.18�
26.96�
36.96�
44.16�
53.57�
59.23�
�
LT Industries�
677.89�
727.82�
769.42�
812.08�
856.14�
911.70�
�
ET Industries less than IMW�
255.14�
284.13�
313.37�
342.86�
372.63�
402.80�
�
ET Industries 1 MW & above�
365.14�
416.97�
470.14�
540.78�
607.43�
690.71�
�
Non Industrial�
501.44�
549.54�
598.16�
642.36�
687.14�
732.59�
�
Total Consumption - MkWh�
4040.77�
4420.07�
4807.26�
5223.34�
5665.28�
6143.81�
�
T & D Losses (%)�
25.43�
25.21�
24.93�
24.67�
24.35�
24.06�
�
T & D Lossess - MkWh�
1378.23�
1489.93�
1596.74�
1710.66�
1823.72�
1946.19�
�
Energy Requirement - MkWh�
5419.00�
5910.00�
6404.00�
6934.00�
7489.00�
8090.00�
�
Load Factor (%)�
57.33�
57.37�
57.47�
57.53�
57.57�
57.68�
�
Peak Load (MW)�
1079.00�
1176.00�
1272.00�
1376.00�
1485.00�
1601.00�
�
�
III








Strategy for Applying Selective Thrust in the North-East








New Industrial Policy





The Government of India’s New Industrial Policy for the North-Eastern Region announced in late 1996 contains many concessions to stimulate development of industry in the region. Some of the salient features of the new industrial policy are as follows :





The Central Government would provide a sum of Rs 15 crore to each State for the development of a growth centre. The transport subsidy scheme would be extended to North-Eastern States for a further period of 7 years, i.e. up to 31 March 2007, being coterminous with the Tenth Five-Year Plan. Fiscal incentives have been offered for converting the growth centres and IIDCs into a total tax free zone for the next 10 years. All industrial activity in this zone would be free from income-tax and excise for a period of 10 years from the commencement of production. Exemptions are envisaged in respect of sales tax and municipal tax from the State Governments.





Industries located in the growth centres would also be given capital investment subsidy at the rate of 15 per cent of their investment in plant and machinery subject to a maximum ceiling of Rs. 30 lakh.





An interest subsidy of 3 per cent of the working  capital loans would be provided for a period of ten years after the commencement of production.





Financial assistance is also provided to horticulture, piggery, poultry, fishing and small tea garden activities.





The policy guidelines do provide a host of  concessionary assistance and if properly availed could lead to substantive economic advancement in the entire region. But inspite of granting various concessions growth is still tardy. This is because macro level measures need to be carefully woven with micro level planning. In some instances there is a case for raising the upward ceiling of the capital subsidy bearing in mind that more and more medium to large industrial investments may be forthcoming in future and a Rs. 30 lakh subsidy limit is too short of expectations.





Agribusiness Opportunities Deserve Greater Focus





In spite of low population density  (122 persons per thousand against the national average of 291), the North East Region imports around two million tonnes of foodgrains per year. Fortunately, the area is endowed with a climate that is conducive to diverse agricultural activity. What is required is a strong emphasis for generating cultivable surplus for the market (something quite different from generating agricultural output to meet home consumption). Some of the essential pre-requisites for this policy emphasis are :





Multicropping culture should cover the whole of agriculture in the Region. For this purpose modern farming practices involving improved irrigation, power tillers, High Yielding Variety seeds, fertilizers, are a must and farmers must be encouraged to make fruitful investments in procuring them.





Extension is the most important guide to promote multicropping culture. Farmers have to be educated and also trained in modern farming. They must be fully equipped with the most advanced package of agriculture practices. This whole process of learning requires State level co-ordination supported by specialised agencies both in the public and private sectors. The role played by the leading private sector manufacturers of fertilisers in extending modern cultivation in different states of India has indeed been quite revolutionary. But for their support modern multicropping practices could not have developed in this country. The Governments of North Eastern states should emulate the examples of other states and engage specialised agencies with a proven track record to provide training to the farmers to switch over to multicropping.





The Regional agricultural universities/institutes should play the role of a catalyst in this transformation process. Apart from extension they are expected to provide R & D  support to the farmers in the changing process. Development of new agricultural products and also processes for enriching the existing range of products is a critical area which requires the State level guidance and also resource support. Perhaps some of these institutions could adopt regular exchange programmes for faculty/trainers from other establishments.





A fairly extensive network for preservation of agricultural produce should be developed throughout the State not only for wastage control but also to promote market delivery. The North-East needs  more cold storages in its prime agricultural areas.





Apart from food and the cash crops like jute and tea emphasis should be given on the development of pisciculture, sericulture, horticulture, animal husbandry, poultry, piggery, goatery and similar other agro-related activities having immense potential for income and employment growth. The North-East is an exciting land of bio-diversities with varying flora and fauna. Very little research has been made in this regard for developing marketable products from these precious resources. It will be a good idea to deeply evaluate agribusiness opportunities independently.





Market access is a great problem for agricultural products particularly the horticultural items. It is suggested that the existing organisation NERAMAC may be allowed to concentrate exclusively on marketing including export marketing of agri-horticultural and floricultural products. The management of processing units and procurement operations may be delegated to state agricultural/horticultural departments. It is equally necessary to revamp NERAMAC to make it emerge as the pre-eminent marketing outfit in respect of agro-horticultural products for the North-Eastern Region as a whole. NERAMAC should enter into  marketing tie-ups with national level organisations like TRIFED and NAFED. The structure, staffing, role and culture of the NERAMAC should be critically reviewed so that this and similar institutions are better able to fulfill their intended role.





The various Commodity Boards must have a credible presence in the North-East. Some do have an office in Guwahati and some small representation elsewhere. But this is wholly inadequate. Each of these Boards must set up a full-fledged regional office in the North-East and well-manned field offices spread over the region. The Silk Board should pay attention to the North-Eastern sericultural varieties and also open centres in this region. Likewise the Khadi and Village Industries Commission should be encouraged to open more offices to promote village level economic activity.











Floricultural Products





Floriculture holds promise for several areas in the North East. Floricultural products include (i) Bulbs, tubers and tuberous roots, (ii) Live plants, (iii) Cut-flowers, and (iv) Cut-foliage. They also include dried flowers and foliage propagating materials (seeds, cuttings, bulbs, etc.), tissue cultured plants and starter and adult ornamental plants, including house plants.





The climatic conditions in the North-Eastern Region especially in Arunachal Pradesh and Assam are very conducive for production of a variety of orchids. Orchids grown in this region are unique. Of the 1,100 species grown in the country, 150 species are of ornamental varieties. Arunachal Pradesh alone produces 525 species which are about 47.73 per cent of the total orchids grown in India. As many as 100 species are of ornamental variety especially belonging to Aerides, Anoecto, Chilus, Ascocentrum, Calanthe, Cymbidium, Coeogyne, Denodrobium, Esmeralda, paphiopedilum, Phaius, Renathera, Rhynchostylts, Spatho-Glottis and Vanda. Some of them are epiphytic and others are terrestrial requiring different techniques to grow. A number of exotic species and hybrids belonging to the genera Asocendas, Cattleya, Cymbidium, Dendrobium, Epidendrum, Paphiopedilum, Vanda, etc. have been introduced recently in the orchid centres in the State and are propagated through tissue culture. 





With increasing demand in overseas markets and also within the country particularly in Delhi, Calcutta, Chennai, Mumbai and Bangalore, prospects exist for growing orchids on large scale for commercial purposes in different climatic conditions in Arunachal Pradesh. Orchid centres located at Itanager, Tipi, Sessa, Jengging, Dirang and Roing under the State Forest Research Institute have good germ-plasma collection with about 400 species and hybrids and about one lakh plants under cultivation. Although different ornamental orchids can be grown in a particular climatic condition, growing cut-flower varieties of Cattleyas, Cymbidium, Paphiopedilums and Vandaceous hybrids have also been recommended in various agro-climatic conditions of Arunachal Pradesh. Cymbidiums and paphiopedilums are especially suitable for the hilly areas of the State Forest Research Institute with a production capacity of about 20,000 cut-flowers annually. Cybidium cut-flowers fetch better price ranging from Rs 30/- to Rs. 120/- per spike with 10-15 blooms in Calcutta and Delhi, while Lady Slippers (paphs) fetch Rs 1/- to Rs 2/- for each flower.





Investment for growing Cymbidium and Paphiopedilum orchids is much less when compared to the cost of cultivation of epiphytic orchids like cattleyas, Dendrobiums and Vandas. Cymbidiums and Phaiopedilums require only ground nursery beds with suitable compose. The sloppy terrain of the State hills and jhum agricultural fields can advantageously be used by making terraced beds. However, suitable nylon shade nets will have to be used to check excess sunlight and for production of quality flowers.





Orchid cut-flower industry is cost intensive. However, with the infrastructure already created under the Orchidology Division of the State Forest Research Institute of the Department of Environment and Forests, quality seedlings through tissue culture would be available to meet the demand to a certain extent in the western part of Arunachal Pradesh. Creation of one more biotechnology lab in the eastern part of Arunachal Pradesh would facilitate supply of quality seedlings to the farmers in that area.





The state has been engaged in tissue culture by employing modern technology. The communication system in the State has been gradually improving. With the introduction of Dornier air services both at Hapoli and Tezu and access to the North Lakhimpur and Tezpur airports in Assam, transportation of orchids and cut-flowers to the metropolitan cities in the country have largely improved.





Although there is ample potential for the cultivation of orchids in the North East Region as a whole and there is attractive market both within the country and abroad, the enthusiasm to further invest in the cultivation of orchids is lacking. Organisations like National Horticulture Board (NHB) and Agricultural and Processed Food Products Export Development Authority (APEDA) have to take steps to popularise the cultivation of orchids in the North-Eastern Region. The State Governments in association with NHB and APEDA have to adopt urgent measures to strengthen the development of floriculture in the region in the following areas :





Improving the inconsistent communication network


Educating potential buyers about the NER’s supply potential of floricultural products especially orchids


Improving awareness amongst the local entrepreneurs regarding the potential of the product


Introducing adequate transportation facilities such as cold-chain in handling perishable cargo


Introducing regular quality control mechanisms such as hardening centres, etc and


Providing for adequate packaging facilities to ensure the longitivity of the product





Ginger Cultivation





Ginger is cultivated as a cash crop mostly in “Jhum” (shifting cultivation)field spread over the hills and tribal areas in the North Eastern Region. Meghalaya, Arunachal Pradesh, Mizoram, Tripura and Manipur are the important ginger growing states. Production of ginger in Assam is very limited, confined largely to Halting area of North Cachar Hill District. Production of ginger in the North-Eastern States almost accounts for 37 per cent of all-India output.





Meghalaya ranks first in production of ginger in the North-Eastern Region and the State ranks second next only to Kerala in the country.





Ginger produced in the North-Eastern Region is of local verity and it is fibrous. Processing units are absent in the region and, therefore, ginger is marketed in fresh form.





Consumption in the producing States in the region is very low necessitating sales outside the States.





The absence of dynamic marketing infrastructure combined with poor transport facilities depress the prices of ginger and the farmers are not much enthused to augment production. Remunerative prices play a key role in increasing ginger output. Ginger from Meghalaya is marketed across the border in Bangladesh.





�
Statewise Production of Ginger in North-Eastern Region


(1991-92 to 1994-95


Areas (A) : ‘000Hectares�Production (P) : ‘000 tonnes


Yield (Y) : Kg/hectare


State�
�
1991-92�
1992-93�
1993-94�
1994-95�
�
�
�
�
�
�
�
�
Meghalaya�
A�
6.6�
6.6�
6.7�
6.7�
�
�
P�
38.5�
4.8�
41.8�
40.0�
�
�
Y�
5,845.0�
6145.0�
6273.0�
5984.0�
�
�
�
�
�
�
�
�
Arunachal Pradesh�
A�
1.0�
2.4�
2.5�
2.6�
�
�
P�
4.5�
14.5�
16.5�
16.9�
�
�
Y�
-�
6029.0�
6600.0�
6528.0�
�
�
�
�
�
�
�
�
Mizoram�
A�
0.7�
0.8�
0.9�
0.9�
�
�
P�
5.5�
6.8�
7.9�
8.7�
�
�
Y�
-�
-�
-�
-�
�
�
�
�
�
�
�
�
Tirpura�
A�
1.0�
1.0�
1.0�
1.0�
�
�
P�
1.8�
1.9�
1.9�
1.9�
�
�
Y�
1800.0�
1900.0�
1900.0�
1900.0�
�
�
�
�
�
�
�
�
Manipur�
A�
0.6�
0.9�
0.9�
0.9�
�
�
P�
1.1�
1.4�
1.4�
1.4�
�
�
Y�
1833�
1556.0�
1556.0�
1556.0�
�
�
�
�
�
�
�
�
Nagaland�
A�
0.2�
0.2�
Neg�
Neg�
�
�
P�
2.8�
1.0�
Neg�
Neg�
�
�
Y�
-�
-�
-�
-�
�
�
�
�
�
�
�
�
Total of six States�
A�
10.2�
11.9�
12.0�
12.1�
�
�
P�
54.2�
66.4�
69.5�
68.9�
�
�
Y�
5314.0�
5580.0�
5792.0�
5694.0�
�
�
�
�
�
�
�
�
All India Total�
A�
59.8�
59.9�
60.6�
162.1�
�
�
P�
182.7�
201.6�
186.2�
186.1�
�
�
Y�
3053.0�
3368.0�
3074.0�
2996.0�
�
�Source : Directorate of Economics & Statistics, Department of Agriculture &  Cooperation, Ministry �	   of Agriculture, Area & Production of Principal Crops in India (1993-94 to 1994-95).





Ginger exports of Rs 11.88 crore from the region accounted for a share of 74.2 per cent in all-India exports in 1995-96. Meghalaya and Assam are the two State exporting ginger to Bangladesh through the border routes. Since Assam is not a producer of ginger of any reckoning, it is to be presumed that the quantities exported from the State are coming from outside the region.





The agro-climatic conditions in the North-Eastern Region clearly favour cultivation of ginger on a much larger scale than what is currently being done at present. Meghalaya, Arunachal Pradesh, Mizoram, Tripura, Manipur and Nagaland have ample potential to augment production of ginger not only to improve the welfare of the farmers and tribal population but also to increase exports to the neighboring countries, particularly to Bangladesh through border routes. From the long-term point of view, the Spices Board has to take initiatives in collaboration with the concerned States Governments to introduce low-fibrous “Jamaican Variety” of ginger in the North-Eastern States. This variety will be useful in making value-added products such as dried ginger, ginger paste, etc. This step of bringing about varietal change in the production of ginger would provide opportunities for tapping export markets in the Middle-East countries as well.





The State Governments in the North-Eastern Region have to encourage private enterprise to come forward to set up units for processing ginger by offering attractive incentives. The State Governments should also encourage private enterprise to set up warehouses for storage of ginger. Post-harvest management functions such as storage, transportation and marketing need to be given utmost importance to sustain farmers’ interests in production. Application of post-harvest technologies would help to arrest the decline in prices arising out of larger output at the farms at the time of harvest.





NERAMAC should play a leading role initially in assisting the growers by purchasing ginger from cultivators through a support price mechanism for marketing both within the country and abroad. Farmers’ interests are protected by offering remunerative prices so as to ensure their continued interest in the cultivation of ginger. NERAMAC’s role as a dynamic and vibrant marketing organisation is essential to harness the production and export market potential of various agricultural, horticultural, floricultural and forest-based items in the Region.














Organically Grown Tea





North-Eastern Region has ample potential to produce organically grown tea to supply to a number of developed country markets. Organically grown tea is gaining importance for the health conscious consumers in developed-country markets. Efforts are currently being made by some of the enterprising companies in the North-Eastern Region to produce organically  grown teas. For instance the United Neelgiri Tea Estates Co. Ltd since 1994-95 has been procuring organically grown tea from its tea gardens in the Kora Kundha estates. The company is planning to export organically grown tea. Production of bio-tea is also undertaken in the sabroom area (Tripura) in the two tea gardens of a private enterprise with necessary financial support from ERAMIC, a German organisation.





The North-Eastern Region particularly Assam and to some extent Tripura have the potential to develop organically grown tea. Keeping in view the rising demand for organically grown teas in global markets, the enterprising companies in the North-Eastern Region may adopt the practices required to develop organically grown tea. International Certification is required in approving the exports of such specialty teas. The Institute for Marketology, Switzerland, as Associate Member of the International Federation for Organic Agriculture Movements (IFOAM) gives a certificate for the organically grown tea which would include certification for the cultivation practices adopted by a tea estate. The IFOAM’S certification will be conforming to the EU regulations and is also accepted by Japan and USA.





Tung Oil





Tung oil is a pale yellow pungent and quick drying oil. It dries much faster than the linseed oil. On heating, tung oil polymerises to a hard gel. Tung oil is extensively used for the manufacture of paint enamels, lacquers, electrical insulting wires and also in the brake-linings in the automobile industry.





In Mizoram, cultivation of tung oil under New Land Use Policy has been taken up since 1991. Many rural families have opted for tung cultivation in the State. Opportunities for the utilisation of tung oil within the North-Eastern Region are very limited, as the markets are mainly located in Delhi, Calcutta and Mumbai. In order to encourage there is a case where adequate marketing support from NERAMAC or any other national level marketing organisation is very necessary.








Cane and Bamboo Products





North-Eastern Region produces large quantity of bamboo. Cane and bamboo products form an integral part of the life and culture of the people in the region. Each State in the Region has uniqueness which gets reflected in the articles produced from cane and bamboo. So far the State Governments are actively supporting the production and marketing of handicrafts by the people. In Assam, a joint venture project has come up for the manufacture of bamboo based value-added products such as chopsticks, skewers, tooth picks and bamboo tiles with 100 per cent buy-back arrangements. There is good demand for floor tiles made of bamboo in the western markets while chopsticks and skewers are in good demand in the Far East and South-East Asian markets.





Small-scale producers of cane and bamboo products face a number of problems. Inadequate market information is a serious lacuna. There is also lack of commercialization and export orientation. There is need to inculcate the quality and product development aspects in artisans with a view to meeting the demand in overseas markets. Steps have to be taken to ensure uniformity and excellent finishing. At present there are largely indirect exports of cane and bamboo produced from the Region which are estimated at around Rs 3-4 crores. But innovative value addition can bring about greater revenues.





Rubber and Rubber Products





Rubber cultivation in the North-Eastern Region is of great significance. North-Eastern Region has an area of 36,080 hectares under rubber cultivation producing 2,067 tonnes. Tripura is the major producer of rubber accounting for over 80 per cent of production. The Rubber Board has planned to increase the rubber area of plantation in Tripura State to 35,000 hectares and production to 20,000 metric tonnes by the turn of the century. North-Eastern Region is ideally suited for producing rubber from the point of view of agro-climatic suitability and the availability of labour at reasonable wages. There are no exports of rubber and rubber products from the North-Easter Region.





Mushroom Cultivation





All over the West there is a resurgence of vegetarian foods. For a variety of reasons mushrooms are considered to be one of the attractive foods in modern times. Although mushrooms can be cultivated artificially, it is best to cultivate them in natural conditions. Japanese mushroom cultivators are conducting much of their business in Europe. Presently, not all kinds of mushroom are cultivated in India. The mushroom cultivation technology in Japan is very specialised and many Japanese enterprises are transporting this technology to other countries. They are working in China, South and North America, Europe and South-east Asia, but not yet India. There is case for  the establishment in the region of a global mushroom research institute. An institute of this nature, will act as a catalyst to boost mushroom farming in the North East Region. 


Assistance from APEDA


The North-east has varied agro-climatic conditions that range from temperate to tropical, coupled with abundant rainfall. APEDA, which stands for Agricultural Process Food Product Export Development Authority, has a mandate to promote agro exports from India and they are giving special attention to the North-east in lieu of the guidelines provided by the Government of India. Presently, APEDA is required to spend 10 per cent of the budget allocation on the North-east. To begin with, it set up a regional office in Guwahati in 1997 and coordinating offices in Manipur, Tripura, Nagaland subsequently.


APEDA has commissioned a study to access the export potentiality of horticulture and floriculture in the North-east region, to identify the products and infrastructure needs for export trade, the feasibility of setting up food processing units, and to estimate the investment required in the region. It has asked North-east Consultancy to carry out the study, and highlighted some of the problems like nomadic technology transfer resulting in low-quality, low-volume food yields, the high rate of infrastructure and transport facilities from the markets to the main centres, and growth of capital accumulation. 





They have identified NERMAC, the Central Government cooperation operating in North-eastern India, as the nodal agency to procure the supply of packing materials. They have asked Central Food Technology Research Institute to conduct a study on the prevention of moisture loss during transportation of food. They also have plans to set up a floriculture plant in Guwahati. One of the major problems in this region is pre- and post-harvest mango and pineapple foods. In Tripura, APEDA is establishing a modern organic farm.








Sericulture offers new opportunities


�Silk has been considered the queen of textiles and has been associated with high fashion. Surprisingly, this is one sector, where demand in India outstrips supply. India roughly produces 15,000 metric tons of silk, and a further 7,000 metric tons of silk is imported to meet the domestic demand. So, this sector offers tremendous possibilities. Even in the export segment, growth in the last three years has been more than 27 per cent, from Rs 500 crore in '98-'99 to Rs 1,500 crore last year, and likely to touch Rs 1,800 crore this year. Sericulture and silk are highly eco-friendly, and there is no wastage of any particular by-product. For those who look for social commitment, over 6 million people are employed in this sector and more than 60 per cent of them are women. It offers a high flexibility of investment opportunities. Yet, sericulture in North East is not as organised as in the South India, which is why it is still considered an untapped opportunity. 


There are a lot of organisations to provide support, technologies that can be transferred, possibilities of high skilled labour training opportunities, and agencies to provide export market information, making the sector highly viable. 


Another related area is equipment manufacturing. In places like Surat or Ahmedabad or Baroda, one finds a lot of textile machineries that are being manufactured there for the textile sector. The Central Silk Board has introduced a couple of machines in the North-east which have proved very popular with heavy demand. These machines are not very hi-tech, and may be developed by entrepreneurs in the North East immediately. 





Inland Water Transport - Upcoming Opportunity





Inland Water Transport (IWT) was an important and popular mode of transportation of passenger as well as cargo traffic in the North-Eastern Region prior to the partition of India. About 80 per cent of the traffic in tea and 90 per cent of the traffic in jute goods apart from large quantities of fuel oil were reportedly ferried by IWT, primarily between Calcutta and Assam. Prior to Independence, the rivers of the North-East and their tributaries also served as trade routes to neighboring Myanmar. After the Partition, the IWT system got disrupted. But now there is an increasing realisation that IWT can be viable.





The IWT is the ideal mode of transportation in the North-Eastern States as it offers many advantages in terms of fuel efficiency, employment generation, and pollution free environment. In addition, the IWT system is most economical for transporting general cargo to various destinations where such facilities are available. IWT is also considered very useful to transport Over Dimensional Cargo (ODC), especially required by industrial plants.





An IIFT Study noted that the Union Government was considering to increase the freight subsidy for inland waterways transport to 22 paise per tonne. This step would help considerably to stimulate the interest of private investors.





Recognising the need for developing inland waterways as an alternative and effective transportation of goods to and from the North-Eastern Region, IIFT Study places renewed emphasis on the plea for private sector participation in taking over waterways stretches or terminals or contract of handling equipment on BOT basis, which would have to be transferred back to the Government after 25 years. In order to attract private investments, it is also suggested that the private operators may be permitted to charge toll fee to recover their investments under the new policy.





The union Government may consider extension of shipbuilding subsidy to inland waterways transport.





In order to give a boost to the utilisation of inland waterways until they become very popular, various user Ministries such as Coal, Petroleum, Oil should give some preferential treatment to cargo movement by waterways. The Ministries should ensure that at least 5 per cent of the cargo is reserved on those routes where inland waterways are available.





Inland Container Depot





The barriers of distance and time have acted as an impediment to the free  flow of trade, particularly with our neighbouring countries. The trade conducted at the Land Custom’s stations is mainly restricted for consumption within the area and does not form any meaningful quantity in the rest of the region. The active Land Custom’s stations of Dawki in Megalaya, Sutarkandi in Assam, Agartala and Shrimantipur in Tripura, trade with Bangladesh. Our window to Burma is restricted to Moreh in Manipur, while Bhutan is connected to Assam through Darranga.





It is in  this context that the Inland Container Depot (ICD) at Amingaon, Guwahati play a very vital role. It is the only ICD in the region and handles exports and imports in ISO containers. This provides an opportunity for businesses in the region to export their cargo to distant countries of the world, which is not part of the North East’s immediate neighbourhood.





Till such time as efficient and realistic container movement by river through Bangladesh can take place from the Northeastern States, the ICD at Guwahati can play an important role in fostering trade.





The recent press announcements regarding the proposal to declare the entire North East as a “Free Trade Zone”, should enhance the importance of ICD Amingaon to the North East.





The major commodity handled  at the Amingaon ICD is tea and this is likely to remain so in the foreseeable future until such time as other exportable or importable commodities are available. Unlike Delhi and Bangalore where there is a two-way traffic of both import and export cargo, Amingaon is unique in the sense that there is only seasonal export cargo available in the form of tea. Recently there have been some imports by tea companies of multiwall paper sacks directly at ICD Amingaon. However, this major imbalance in positioning of empty containers for export, owing to a lack of import cargo, needs to be addressed urgently as it increases the cost of exports from the region.





Travel and Tourism have Potential





The entire North-Eastern Region has tremendous potential in the service sector as tourism can act as a catalytic agent in transforming the region into an economic power. North-Eastern Region has great potential for enhancement of travel and tourism, especially in the three distinct segments, namely (1) adventure sports, (2) pilgrimage, (3) eco-tourism. Adventure sports comprising mountaineering, hang-gliding, water sports can attract a lot of tourists particularly from overseas. Pilgrimage tourism has enormous potential to attract people from South-East Asia and amongst the age group of 50 years and above. The Twang monastery in Arunachal, the Kamakhya temple near Agartala are destinations where more facilities have to be created.





The entire North-Eastern Region is ideally suited for eco-tourism. Simple facilities exist in most areas and there are some remarkable wildlife locations such as the Namdpha sanctuary in Arunachal Pradesh and Kaziranga National Park in Assam. What is required is a strong awareness programme coupled with dedicated private investment. A case in point is Sikkim - in a matter of few years a carefully packaged state tourism policy has made this region a preferred destination of many Indian and overseas tourists. Indeed tourism is thriving in Sikkim, but elsewhere the business opportunities are yet to be exploited. In Sikkim bulk of  the tourism activities are directly handled by private agencies and entrepreneurs. The State Government merely acts as a facilitator.





Assam is the gateway to the North East. Its lush green forest are home to over 400 species of rare animals including the one-horned rhino; the hillsides are dotted with over 1000 Tea gardens; and finally there is the Brahmaputra - one of the four largest rivers of the world. Guwahati is connected with the most important cities of the country and as well as all the North Eastern State capitals. There is an immense potentiality for opening up the North East to tourism from South East Asia. The flying distance to Bangkok is just two hours and once Guwahati is converted into an international airport for all practical purposes the gates will be wide open for the entire South East Asia.





Much of the North East and Assam in particular is dotted with rolling Tea Gardens, some of which have their own private air strips and golf course. Tourists from South East Asia could visit some of the tea gardens and experience a rare element of socio cultural life that offers unique instances of colonial luxury. Their visits can be made more interesting by undertaking select river cruises on the Brahmaputra. The NEDFi has recently shown a special interest by inviting proposal for investment in tea tourism and river tourism in the Brahmaputra region.





In this region, tourism has been declared as an industry and special incentives such as capital subsidy, sales tax and income tax benefits are already in place. An exclusive tourism policy is under preparation.





Health Care





This an area where the present handicaps can be converted into investment opportunities. The subject of health care can be dealt with at various levels. Primary health care, which is of immense public concern, requires large investments and is best left to the State. However, the creation of composite medical centres adequately equipped to deal with various medical exigencies requires private participation. That this can be profitable and emotionally satisfying is amply demonstrated by some of the successful case studies as is demonstrated by the striking example of the growth of the Guwahati Neurological Research Centre Ltd (GNRC). Infact health care ought to be given industry status and the private sector encouraged to establish satellite facilities all over the region.





Oil Sector





When talking of natural resources, the first item that comes to mind is the oil well reserves. Oil wells were introduced in Assam way back in 1889 and there is a lot of scope for taking up new exploration in this region as per the new exploration policy of the Government of India which allows all private domestic and international companies to enter this field, apart from Indian Oil and ONGC. The existing oil sector can be further stimulated to create new opportunities in Natural Gas resources located in the North East. Natural Gas once tapped can act as a catalyst for several chemical and engineering industries and carefully structured investments can lead to several forward linkages in medium to large industry.





Scope for Knowledge-Based Industries





A recent World Development Report highlights the importance of knowledge in the progress of a nation's economy. We are today in an era of knowledge-based competition and the progress of an economy will depend on how best we can encourage our intellectual capital. Elsewhere it has been observed in this report that one of the greatest assets of the region is a large educational infrastructure both for lower as well as for higher education. The region has one Indian Institute of Technology (IIT) and a number of other technical institutions. As such there is a critical mass of English speaking, technically qualified selective pool of youthful manpower which could be effectively harnessed to either promote or participate in knowledge-based industries like software development, Consultancy, pharmaceuticals, financial services, engineering services, biotechnology etc. KBCs are usually export intensive and have customers across the globe. They need a high degree of flexibility to effectively manage global operations.





There is already an information technology revolution blowing through the entire country. So far this movement has made little impact on the economic welfare of the North-Eastern Region. Given the fact that a substantial number of technically qualified people from the North East regularly migrate to other parts of India and overseas for career opportunities in IT. It is high time that an unified effort is made by North Eastern States to incorporate a special task force to usher in greater IT oriented services in the region. 





According to the 54th national sample survey, literacy in Assam has increased to almost 80 per cent in December 1999, against the all India average of 60 per cent. There is a good possibility of the knowledge industry gaining a special footing in the region, particularly Assam. An Information Technology park has already been established by the North Eastern Financial Corporation Ltd and a Software Technology Park has also been set up by STPI in Guwahati. Two medical transcription centres have already come up and a few call centres with overseas tie-ups are about to get established. A beginning for e-commerce is about to be made through the launch of internet connectivity.





Venture Capital Financing





The risk and asset profile of most KBCs pose a natural barrier to traditional financing options. KBCs rely heavily on knowledge workers and their asset base in much lower than conventional manufacturing concerns. Banks and financial institutions are quite averse to funding start-ups and small companies in knowledge-intensive industries. Moreover, floating equity issues are not feasible for start-ups due to the requirements of a three year track record and a threshold level of Rs 3 crores and Rs 10 crores for regional and national stock exchanges respectively.





All this points to the criticality of venture capital financing for KBCs in the North East. A key factor for the success of Silicon Valley firms in the US has been the active collaboration among academia , venture capitalists and industry. There are three things that a venture capitalist brings to a start -up :





The accumulated knowledge and experience that could be used to give upcoming entrepreneurs an independent assessment of the worth of their ideas.


The collaborative benefits of being a part of a big network


The ability to bring in money quickly without excessive paperwork





At present the availability of suitable VC funding for the North East is very limited. The existing venture agencies like NEDFi, AIIDC, SIDBI are more focused on financing the "brick-and-mortar" ventures and are not really equipped to fund KBCs. For this a dedicated VC agency like the ICICI backed TDICI of Bangalore is desirable.





Telecommunications





 It is a truism to say that telecommunications more than any other factor has lead to creation of a global village. Telecommunications enables instant communication across thousands of miles. Free flow of information, access to e-commerce, instant integration of people into world communities has lead to enormous economic benefits. A dependable telecom network is the backbone of every developed country.





KBCs more than any other companies depend heavily on telecommunications for their work. Access to good telecommunications infrastructure is specially critical when companies have clients across the globe. Moreover, internationally competitive telecom infrastructure would enhance the Region's attractiveness as a base for a variety of IT enabled services seeking low-cost locations for their customer support units and back-office operations. A recent Mckinsey & Co research study advocates that IT - enabled services are expected to grow 15 times by year 2008, providing vast opportunities for Indian players. These opportunities are anticipated to be in the areas of  :





Call Centres


Medical Transcription


Back Office Operations, Revenue accounting and other ancillary operations


Insurance claims processing


Legal databases


Content Development/Animation


Payroll management


Logistics Management





Integrating with World Economy





Many elements are building a new global economy, among these is information technology. Modern advancement in IT, transportation and communications are taking us to a post-industrial age with profound implications for societies and economies. In this new era, brain matters more than brawn, how much you know matters more than how much you can lift, innovation matters more than mass production. These technological advancements have led to a new trend in the world. This is the beginning of the global economy that is worthy of the name, more in which goods, capital and information flow freely into the globe to where they will be most effective in spurring economic growth. The difficulties of doing this were pointed up in a recent WTO meeting. But the events of the past three years have shown that there can be no alternatives of the benefits of global integration. Discussion of international integration used to be the preserve of industrial countries. With the balance and power now shifting with nearly all the growth in the world’s labour from developing countries, it will be especially important to make these nations a part of all discussions. This has been reflected in the financial sphere with the creation of the so-called G20 in which India has played such an important role. For the North East, integrating with the world economy through trade and innovative systems is likely to throw open a vast array of opportunities.





Border Trade - Requires liberalisation





Border trade has great significance for the people living in the North Eastern Region. Their importance is largely from the point of view of business opportunities. For those living in the border areas, movement to and fro to the neighboring areas for purchase and sale of essential commodities is very common.





The economic development of the Region including employment and income generation and avenues for business and investment, is interlinked with market opportunities available in the neighbouring countries. Border trade, thus, assumes an important place in the life of the people of the North-Eastern States.





There are two important reasons why we need to look at the region across our international borders. First, the enormity of international borders – the total length of the international border in this region is 5,132 km which is 98 per cent of the total length of this region. The other is the significant change in the economic policy that has come up in recent years. Let us estimate the market potentialities first. RBI studies show the total amount of goods exported and imported in this region is around Rs 440 crore. Government of India have done a study of their own which shows the total exports and imports from this region to the neighbouring countries is only around Rs 170 crore. There are three specific types of goods which are exported and imported through this region. One is goods produced in this region and exported across the border, the second is goods produced in this region and exported from outside the region, and the third is goods produced in the rest of the country but passing through this region’s international borders. This third category is the most important at the moment. The significant thing to note is that there is no data estimation of formal and informal trade. Informal trade is likely to be much more than formal trade. 


There is a regime of trade agreements with our neighbouring countries, signed with Bangladesh in 1972, with Myanmar in 1970, with China in 1984, besides free trade with Bhutan. The total imports in these four countries is around Rs 6,000 crore but we export goods worth only Rs. 170 crore. To correct this situation, the first thing that comes to mind is the land custom stations and notified border stations. The Shukla Commission has made mention of the Old Burma road which was in use during the second world war. The other route is the transition railway, which has been in the pipeline a for number of years. The third is the Brahmaputra river. 


As far as the Old Burma road is concerned, the problem is not with Government of India. On the Myanmar side, for about a 300-km stretch  there is practically no road. If we need linkages with China, we need to develop this road. There has to be some sort of co-ordination and some initiative needs to be taken by our trade partners across the border. As for the transition railway, this is an ambitious project and it is difficult to comment on the time frame it will take. What can be observed is that the North-east is a part of the map of the transition railway and as and when this materialises, we will pay for the ground in two parts in the North-east. The inland waterway of Brahmaputra river has two additional points of call which have been notified and which will be important for trade with India. 


The Prime Minister announced a programme for the specific development of four border towns in the North-east which is difficult because, at the moment, 14 border towns are functional of which we have chosen only four. These are Nori in Manipur, Terakhandi in Assam, Dawki in Meghalaya, and Chankai in Mizoram. Financial problems specific to these projects are being drawn up and financial projects are being tied up in this regard. Of  special mention are the possibilities of reviewing a trade route through Gangadevi in Mizoram and Chaurhka, again in Mizoram. Gangadevi is a border point on the international border of Mizoram with Bangladesh , and at the moment it is used to export a lot of ginger and forest produce. This project has been sanctioned. Efforts are on to start trade through Jakota which is on the international border of Mizoram with Myanmar. The other route which is being looked back is Caladine river in Mizoram, which passes through Mizoram and goes to Myanmar. RITES has already conducted a technical feasibility study of this particular route and Government is looking at the possibility of revival of this route, if there is inland water ways agreement with Myanmar for both Gangadevi on Bangladesh and Mizoram border the Caladine river route on the Mizoram-Myanmar border. Agreements with Myanmar and Bangladesh will be required and that is where, perhaps, the need of the ministries of surface transport and inland waterways authority comes in. 


For industrial activity in the North-east region and for export and border trade activities, a specific fund has been created with a small corpus of Rs 5 crore. This fund has already been placed in position and state governments have been advised to prepare project proposals.


An important development last year is microwave linkages across the border. Representatives of trade and industry had been asking for telecommunication facilities, especially for the border towns. This has begun in the form of establishing a digital microwave linkage with Agartala and there is a point across the border called Dramanbaria in Bangladesh. It is expected that this experiment will be repeated in several border towns in the region.





Although North-Eastern States share the international border with Bangladesh, Myanmar, China and Bhutan, two countries, viz. Myanmar and Bangladesh are of great importance currently as they account for the major share of the border trade of the North-Eastern States. Government of India has entered into border trade agreement with Myanmar. The Agreement came into effect on 12 April 1995 when Indo-Myanmar border was officially declared open for trade at Moreh in Manipur. India has no formal agreement with Bangladesh on the opening up of border trade at present. But considerable trade is taking place through the  border states of Meghalaya, Assam and Tripura and Bangladesh through authorised customs check posts and informally.





Indo-Myanmar Trade





Official trade data of Indo-Myanmar trade as reported by the DGCI &S, Calcutta, do not cover record of informal trade that takes place between India and Myanmar. India’s trade with Myanmar has been increasing over the years. India’s major items of exports include spices, drugs and pharmaceuticals, agro-chemicals, rubber manufactures, iron and steel bars and rods, primary and semi-finished iron & steel items and miscellaneous processed items. India’s major items from Myanmar include pulses, wood and wood products.





India-Myanmar trade takes place largely on an informal basis through the border area through Moreh (Manipur) and Champhai (Mizoram). A study conducted by the IIFT in 1995, on “Promotion of Border Trade between India and Myanmar” estimated the value of informal trade through borders between the two countries at around Rs 2,000 crore per annum. A variety of high value items including precious and semi-precious stones and sophisticated electronic goods feature in such informal trade. The commodity composition of the informal trade between the two countries is of the following order.





Through the Moreh Border (Manipur)





Items imported into NEI from Myanmar :  Electronic goods, synthetic blankets, man-made fabrics, car batteries, emergency lamps, locks and padlocks, precious and semi-precious stones, walking shoes, soaps and toiletries, silk yarn and coves.





Items exported from NEI to Myanmar : Automobile parts, drugs and pharmaceuticals, cycle parts, chemicals (bleaching powder, ammonium chloride) urea, cotton yarn and handloom lunges and stainless steel utensils.





Through Champhai Border (Mizoram)





From Myanmar to India, drugs and pharmaceuticals, synthetic fabrics, synthetic blankets, torches and batteries, electronic goods (TV sets, air-conditioners, VCRs) hardware items, high frequency radio sets, beverages, semi-precious and precious stones and metal scrap.





From India to Myanmar, Nescafe (instant coffee), tea, Maltova, Horlicks, baby foods, wheat flour, medicines, bicycles, cotton yarn (in bales), cotton made ups, sanitary fittings, and stainless steel articles.





Estimates indicate that Moreh border accounts for the bulk of the border trade, with a total trade estimated between Rs. 1,300 and 1,400 crore per annum. The main reason for this large business turnover is that Moreh and its counterpart Tamu in Myanmar are the only reasonably developed townships in the border area with requisite infrastructure like proper road linkages, distribution points, transportation systems, and banking facilities.





The value of border trade through Champhai border in Mizoram is estimated at around Rs 500 crore while informal trade through Lungwa (Nagaland) border is estimated at around Rs 100 crore.





The Current Border Trade Agreement in regard to exchange of commodities between the two sides, is envisaged to strengthen the economies of the North-Eastern States and lead to further avenues of mutual cooperation, including joint ventures and production cooperation arrangements.





Twenty-two commodities feature in the exchange of goods by residents living on either side of Indo-Myanmar border. These include the following :





Mustard and rapeseed


Pulses and beans


Fresh vegetables


Fruit


Garlic


Onion 


Chillies


Spices (excl. Nutmeg, mace, cloves and cassia)


Bamboo


Minor forest products excl. Teak


Betelnuts and leaves


Food items for local consumption


Tobacco


Tomato


Reed Broom


Sesame Seed


Resin


Coriander Seeds


Soyabean


Roasted sunflower seeds


Katha


Ginger


Any other commodity/commodities as may be mutually agreed upon between the two sides











Enhancing Indo-Myanmar Border Trade





Expanding the list of exchangeable goods is necessary to promote border trade. Following list of items may have to be added to promote further border trade :








From Myanmar





Cardamom (small); poppy seed; paraffin wax; peanuts; coconut oil; groundnut seeds and oil; stationery and toilet soaps; blankets and dress material; bamboo based household goods; silk yarn and cocoons; imitation jewelry; nutmeg and cinnamon; plastic materials/granules; soyabean & nuggets; and animal hides and skins.





From North East India





Motor cycles, mopeds and motor parts; electrical goods; tyres and tubes; milk power and condensed milk; cosmetics; crockery; cycle and cycle parts; cement; washing power; cotton yarn; scraps and wastes of all items; and electrical goods.





Libralisation of Bilatral Trade





In order to promote bilateral trade between India and Myanmar, liberal policies are necessary. Relaxation is necessary in relation to norms regarding minimum raw material/labour content and value additions for imported items and duty-free entry of goods without quantitative restrictions.





Review of Export First-Import Later Policy





The policy of export first and import later is creating avoidable hardship to the Indian exporters, and the Government may have to review this policy and adopt lenient norms mainly to give a push to border trade.





Strengthening of Infrastructural Facilities





It is necessary to provide certain minimal infrastructural facilities including uninterrupted power supply, approach roads, proper sanitation, hospitals and schools and shopping centres in the selected centres. At the border check posts, suitable warehousing facilities, weigh bridges for cargo, efficient telephone and fax facilities need to be provided. In the case of Chemphai in Mizoram, it is necessary to ensure excellent road conditions in the Champhai-Rhi Sector. 





Establishment of Joint Ventures





Joint ventures with buy-back deals in the border areas should open up new avenues for exchange of goods and services between the two countries. Joint venture projects which can be considered include oil seed processing, gem cutting and polishing, leather tanning, teak and bamboo furniture, fruit and vegetables processing, milling of pulses, silk weaving, and production of bicycles and parts.





Promotion of Border Trade through Nagaland Routes





Nagaland has enormous deposits of very high grade limestone/marble with impurities of less than 1 per cent. Such deposits could be marketed as such for utilization in end-user industries in Myanmar. Alternately mini cement and mechanised/semi-mechanised brick kiln plants based on the local raw material may be set up in the border areas and when border routes to Myanmar through Nagaland are officially open, trade can flourish.





In order to promote trade with Myanmar through border roads of Nagaland, places such as Lungwa, Pungro and Pokhungri  need to be developed by creating infrastructural facilities including construction of a link road from Pokhungri to Layshi (in Myanmar). This would be useful particularly if India is seeking to expand its trade with the ASEAN.





Indo-Bangladesh Trade





The bilateral trade with Bangladesh is carried out within the framework provided by the Indo-Bangladesh Trade Agreement with mutually "Most-Favoured-Nation Treatment" accorded to each other.





India has been doing trade with Bangladesh over the years. The trade has increased significantly as could be seen from the following table given below :





Indo-Bangladesh Trade


(Value : Rs crore)


Year�
India's export to Bangladesh�
India's imports from Bangladesh�
Total Trade�
Balance of trade�
�
1993-94�
1349.00�
58.00�
1407.00�
1291.00�
�
1994-95�
2024.00�
120.00�
2144.00�
1904.00�
�
1995-96�
3509.00�
287.00�
3796.00�
3222.00�
�
1996-97�
2912.41�
210.42�
3112.83�
2701.99�
�



Source : Ministry of Commerce Annual Report





India has an extremely favourable balance of trade with Bangladesh. In 1995-96, there was a big spurt in India's exports because of large-scale imports of rice by Bangladesh due to crop failure. India's major items of exports to Bangladesh include textiles, machinery and instruments, transport equipment, rubber products, chemicals and pharmaceuticals and minerals and ores. Major items of import from Bangladesh include fertilisers, raw jute, and organic chemicals.





India and Bangladesh have singed a Border Trade Agreement in 1972. But this Agreement remained in abeyance due to lack of interest from Bangladesh in its implementation or renewal. The border Trade Agreement as originally envisaged sought to regulate the border trade between the two countries essentially to meet the day-to-day requirements of the people living within 16 km belt of the border between West Bengal, Assam, Mizoram on the one side and Bangladesh on the other.





There has been some debate on the utility of having formal border trade agreement with Bangladesh in view of the adoption of a free market economy by both the countries. Both the countries are moving towards the concept of South Asian Free Trade Arrangement (SAFTA). Presently few items are being imported by India through the Bangladesh borders, barring hilsa fish and occasionally jamdhani sarees. Currently some items are moving through the border to Bangladesh particularly from Meghalaya, Assam and Tripura. Following table shows the value of different commodities exported to Bangladesh from the border by the concerned States.





Statewise Exports Through North-Eastern Borders to Bangladesh


(Value : Rs. Lakh)


Item�
Meghalaya�
Assam�
Tripura�
�
�
1996-97�
1995-96�
1996-97�
1995-96�
1996-97�
1995-96�
�
Onion�
6.98�
3.09�
42.08�
6.07�
--�
--�
�
Citrus fruit�
1.94�
4.23�
20.52�
18.57�
--�
--�
�
Ginger�
16.04�
5.88�
3.39�
6.00�
--�
--�
�
Rice�
--�
785.73�
435.99�
4728.85�
1.82�
6.48�
�
Coal�
6400.04�
4794.57�
418.72�
2847.42�
--�
--�
�
Limestone�
583.57�
392.18�
--�
--�
--�
--�
�
Oranges�
20.27�
90.86�
85.63�
131.30�
--�
--�
�
Grapes�
--�
--�
1.95�
3.92�
0.75�
0.63�
�
Dry chilly�
--�
--�
14.70�
2.57�
--�
8.67�
�
Garlic�
--�
37.40�
2.42�
4.13�
--�
0.09�
�
Paper�
0.32�
4.53�
0.38�
--�
--�
2.09�
�
Stone Boulder�
30.23�
11037.23�
29.31�
--�
--�
--�
�
Apples�
--�
1.71�
0.36�
1.27�
1.99�
0.18�
�
Total (Statewise)�
7059.39�
18435.25�
2390.25�
200.61�
18.15�
4.56�
�



Source : Office of the Commissioner of Customs, Shillong (Meghalaya)





Exports to Bangladesh particularly from Meghalaya and Assam constitute, on a cumulative basis, 99 per cent of the total exports through the customs check points in the border areas. Coal and limestone are the major items supplied through the border posts. Some quantity of fruit, vegetables and spices are also moving through the borders. Stone boulders are also sent through the border from Meghalaya.





The principal customs check posts or authorised stations through which there is a smooth flow of border trade with Bangladesh are as follows :





State�
Authorised routes (Customs)


�
�
Meghalaya�
Dwaki, Bholaganj, Shella Bazar, Balat, Borsora, Mahendraganj, Dalu�
�
Assam�
Dhubri, Sutarkhandi, Gokalganj, Mankacher�
�
Tripura�
Akhaura, Srimanthapur, Rajna�
�



Imports from Bangladesh through the authorised routes are reported to be practically nil, with very small quantities of hilsa fish, coming through the borders at Akhaura (Tripura) and Sutarkhandi (Assam) during the season (July-September). Some amounts of hilsa and items like jamdhani sarees also come through unofficial channels, although precise details are not available.





Number of goods move through the border  illegally (unauthorized trade : Indo-Bangladesh) from Bangladesh. Estimate of illegal trade is around Rs 600 crore. List of items exported from India through unprotected borders include :





Cycle and cycle parts, 


Automobile parts,


Printed textiles,


Medicines (Phencidil),


Plastic goods,


Chemicals,


Salt,


Sugar,


Kerosene,


Cereals and pulses,


Wood and bamboo,


Rubber and rubber products,


Fruit and vegetable, etc





The narrow range of products in authorised trade closure of local markets (Haats) in the border areas, deficiencies in infrastructure are causing serious problems in promoting border trade. Removal of the problems cited earlier and strengthening of the infrastructure will increase the trade between the border states and Bangladesh. On the Indian border, cement plants could be set up based on the locally available limestone mainly for supplying to Bangladesh. There are also opportunities for setting up joint venture units for processing fruit and ginger and also to produce rubber goods, knitted and embroidered articles, cane and bamboo items, herbal cosmetics and toiletries and processing of minerals. From Bangladesh, India can import fish (fresh and dry), poultry products, betel levels/nuts, milk and milk products, vegetables, jute and meats, spices and handloom sarees (Jamdhani).





�
IV





Creating Corporate Success - Findings and Observations





The economic resurgence sweeping through large parts of India seems to have little impact in the North East. Out of 8000 Public Limited Companies featuring in a database maintained by the CMIE less than 200 companies from the North East find inclusion in this valuable index. Even out of these 200 companies almost 80 percent of them are located in the Brahmaputra valley. Today, several businesses in the North East revolve around the production of tea, petroleum, food products, wood based products, sugar, cement, jute, paper, fertilisers and spinning only. Lack of skilled manpower, weak institutional finance, low domestic/regional demand, mixed levels of infrastructure, inferior agriculture practices, depressed law and order situation all seem to way heavily on creating a robust climate for investment.





Only direct private investments in the region can help to create long term economic sustenance as is demonstrated by a few of the successful case studies which are annexed. Higher levels of private investment are essential to generate greater capital formation, improve productivity, upgrade technology and create an industrious work culture. Today the levels of low infrastructure, geo-political isolation, isolated markets can actually be converted to economic advantage. With the increasing privatisation of telecom, power, road building the yawning infrastructural gap actually presents distinct economic opportunities for large scale entry of private players in the region.





The bulk of the capital that will be required to improve supply responses in the region will ultimately have to emerge from private rather than government sources, Hence there is a strong case for attracting private capital. Indeed the entire focus of creating corporate successes in the North East evolves around delegating a "most favoured" status to the private sector. Any talk of according greater status to the private sector throws up the standard question whether industry is actually keen to invest in the region. The answer is two fold :





Recent initiatives taken by the Bengal Chamber of Commerce and Industry and FICCI go to prove that the private sector has a definite interest in the region. The establishment of a Guwahati chapter by BCCI, the organisation of a industry round-table by FICCI and other similar exercises all add up to substantiate this contention. What is now needed is a dedicated push to create a better climate for attracting private investment.


Despite the several existing economic hurdles the private sector has already made in roads into the North East. This background paper documents a list of instances of corporate success that merit attention and encouragement. If proper policies are persued more such examples are likely to emerge.





The primary focus of this study has been to identify the various corporate success stories in the North East (Annexure I). A related feature of this exercise is to explain key attributes, which have contributed to individual successes. The underlying idea being to take a closer look at these attributes and examine whether some of them can be more closely woven with the current economic policy initiatives. A final and more vital feature of this exercise is to analyse the current policy environment, identify apparent hurdles to attracting investment and suggesting a future road map.





The biggest challenge for the North Eastern Region as a whole would be to develop a long term development strategy that inspires the confidence of investors both Indian and Foreign. One of the important factors that has established India as a key investment destination is the visible political consensus that has been brought about in the irreversibility of economic reforms. The governments and people of the North Eastern Region will also have to demonstrate their preference for faster development through private investment and make it known to the investor community through appropriate communication strategies. Some of the areas/issues that deserve special emphasis are the following :


 


Economic resurgence will undoubtedly stimulate regional prosperity and stability. For this to materialise only increased investments in the region will help. However all investors whether internal or external want strong reassurances about a common minimum economic agenda, a continuity in policy making and willingness by individual State Governments to accept the role of private enterprise in attracting new investment in the Region.





State - sponsored investment initiatives have yielded slow results. Because of obvious problems of infrastructure, entrepreneurship, size of market, law and order etc. the small scale suffers from natural handicaps. As some of the annexed success stories demonstrate with the on set of economic liberalisation, economic lot size and returns to scale make significant differences to the desirable size of investment. Hence policy makers must maintain an open mind for large investments as and when they are proposed.





The New Industrial Policy for the North East, despite making bold concessions, has failed to stimulate economic growth to the desired levels. There is a need for a wider package. The closed door attitude to transfer of land and labour creates serious bottlenecks for rapid industrialisation. Most investors feel more insecure on this account rather than adverse law and order situation. Therefore a deliberate attempt to introduce 'feel good' factors need to be introduced. Creation of Special Economic Zones in specified regional centres will at least induce some special interest in the minds of investors.


Despite having a reasonable infrastructure in some areas like the Brahmaputra Valley, focused efforts are urgently required in other areas to improve the hard infrastructure, particularly the power situation. Coupled with this, dedicated investments in telecommunication facilities are very desirable. A good telecom structure can lead to a tide of investments in several knowledge based industries like software services, call centres, transcription, data base management and so on.





The illustration of specific examples of corporate success revolves around tea. light engineering, cement, synthetic textiles health care, containerisation and wood based industries.  In most instances the size of  investment is medium and the ownership is primarily local.  Large scale private sector investment into infrastructure, heavy engineering and so on is still alluding the region, notwithstanding the proposed joint venture with Reliance Industries.





Several distinct agribusiness opportunities can be tapped quite comprehensively. The opportunities are in floriculture, medicinal herbs and plants, ginger cultivation, organically grown tea, tung oil,  cane and bamboo products. The cultivation and export of commercial crops, particularly medicinal herbs offers great possibilities. The region has more than 400 herbs and large scale cooperative farming can yield desired results. However despite the underlying potential this study was unable to come across meaningful success stories.





Entire North East has immense potential for tourism. However only Sikkim seems to be exploiting its inherent advantages. All other States need to incorporate very proactive travel and tourism policies. To promote tourism on a wider scale air link with major destinations in the North East is necessary. Converting Guwahati into an international airport will enable tourists from Thailand, Malaysia, Singapore to visit the North-East in larger numbers. Direct charter flights between Guwahati and Bangkok will help immensely. Simultaneously a full fledged marketing drive through exhibitions and road shows needs to be launched to improve the awareness of the region amongst potential travellers. A fruitful begining has been made by the Assam Government with the launch of an international road show to  highlight the great potential of adventure and eco-tourism in the region.





Hydro power offers immense opportunities all over. Micro-hydel Projects can yield considerable results. There is a need for large scale private initiative from outside the region in this sphere. Investments required are sizeably large and so far what has materialised is far too low.  Power projects are capital intensive and require enormous public support.  The State Governments need to display far greater vision before they can expect any genuine private sector involvement. 





Existing oil sector can be further stimulated to create a whole set of new opportunities in natural gas. Infact natural gas once tapped can act as a catalyst for several chemical and engineering industries. In case the project by Reliance Industries gets established it will change the contours of industry in the region.





A new thrust on knowledge based industries through development of telecommunications networks, creation of IT parks is already yielding positive results. The Brahmaputra valley has a high rate of literacy and selective encouragement to IT enabled services like call centres, medical transcriptions, data management centres is very desireable.





Liberalising border trade is vital for the region. However, related infrastructure facilities need to be rapidly developed. Much of this effort is dependent on our neighbouring countries. The suggestion of removing the 40 km limit on either side of the border is fraught with difficulties. This requires the setting up of several land customs check posts and also the simultaneous concurrence of countries like Bangaldesh and Myanmar.





The prevalent labour policies need to be examined in their totality. Amidst large scale unemployment the region suffers from an acute shortage of skilled labour. Infact several entrepreneurs find the difficulties of locating skilled labour to be a tremendous bottleneck.





A careful study of the current success stories demonstrates that innovative and realistic projects have succeeded and can succeed. Dynamism and professional management are key factors behind industrial success.





Most successful stories are hitherto local. So far the available data does not highlight any success story of any new foreign investor. This means that more concrete steps need to be taken to induce participation of investors from outside the State. Some of the participants in the conference explained the need to create a “feel good” factor by the State Governments towards outside investment





While some information is available about proposed Indian private sector projects in the region it is too early to assess their impact. It will be all the more important for this region to convert these projects into resounding success stories, so as to demonstrate the immense investment potential in the Region. In some ways here is a proactive role for the local media to highlight and bring to the notice of all others the simple efficacies of making investments in the region.





The primacy of 'professionalism' and 'organisational effectiveness' as overriding standards in separating the successful from the unsuccessful cannot be over emphasised in the context of meeting broader economic challenges. Competition, by its very nature distinguishes the weak from the strong. Those who have prospered in the North East despite the various deficiencies in the overall environment have been able to achieve these through building a professional environment around themselves. The message for policy makers is that special consideration must be given to entrepreneurs who are equipped with technical and professional skills rather than capital alone so that their knowledge and organisational skills can be effectively tapped. We need more agencies like NEDFi, AIIDC which can assist prospective entrepreneurs with venture capital.





Effective product/service marketing is both a cause and a result of success. Out of the current list of successful ventures a large cross section have organisational links within and outside the region. Whether it is tea, jute, floriculture, power, transport or infrastructure the importance of a sustainable marketing network cannot be over emphasised. However, such networks require years of effort and dedicated investment. It is not always feasible for emerging entrepreneurs to devote time and investment to this area. May be this is where policy makers can step in to formulate specific packages to give an impetus to the marketing thrust of individual businessmen from this region. A case in point is tourism. Despite the enormous potential of tourism in the North East there is hardly any business venture of critical size in this region. In contrast, states like Kerala, Rajasthan and Himachal Pradesh, which are similarly poised, are able to generate tremendous volumes of traffic because of the sustained awareness campaigns initiated by the respective State Governments.





Direct interaction with some of the successful entrepreneurs reveals that despite initial apprehensions a majority of them welcome the process of economic liberalisation initiated in the rest of the country. There is a strong feeling that while liberalisation has thrown open the gates to competition it has also inculcated the need to invest in technology, technological skills and cost competitiveness. A perceptible difference is visible in the attitude of entrepreneurs and managers in giving importance to consumer preferences, forward - looking planning, and devising unique firm specific strategies to improve upon market share. In fact if it were not for delicensing of the engineering industry a successful company like Premier Cryogenics Ltd would never have come into existence in the North East.





Some Steps for Enhancing  Corporate Success :





At the policy level there are some important lessons from this review. The state must largely play the role of a facilitator and confine itself towards provision of basic infrastructural services. Institutions like SIDBI, NEDFi, AIIDC must be encouraged to establish a wider network as these have so far been a breeding ground for professional entrepreneurs.





One of the drawbacks of the state sponsored industrialisation is the absence of external market linkages.  No industrial venture can survive unless there is a conscious effort to establish a sound marketing network.  The case of Assam Polyester with its sixty whole sale outlets and more than seventy company owned show rooms clearly substantiates the fact that in the North East apart from oil, tea and  plywood other industries can also flourish if the enterprise is backed up by a dependable marketing network.





In a region where new ventures take time to get implemented an entrepreneur must run from pillar to post in order to organise the funding arrangements.  At least a few of the enlisted success stories would never have gone beyond the drawing board stage if it were not for the risk taking ability of AIIDC, NEDFi, SIDBI.





There is a popular belief that a special credit policy (with concessional interest rates and easy repayment packages) needs to be introduced if the pace of industrialisation has to be increased. The need of the times is for larger and quicker availability of credit rather concessionary credit.  To hasten the pace of new investment project the entire business of project appraisal itself needs to be given a fresh look.  May be a joint body of the existing project funding agencies should come together and delegate the business of appraisal to a reputed outside agency like the ICICI to examine all new proposals and finalise suitable recommendations from time to time.





In a region where land acquisition has always been a delicate issue there cannot be any balanced regional development unless land is made available for industrialisation.  As in the case of the sample of success stories (Premier Cryogenics, Assam Polyester, MRB, CNRC, Buildworth etc) new industries can come up where land and labour are readily available.  Hence the increasing concentration of industry in Assam.  For the entire North East to replicate the experiences of the Brahmaputra valley the present land policy must be boldly reviewed.  There is indeed a strong case for establishing "Special Economic Zones" in individual states where the state helps to create a "competitive climate" for investment.  The case for establishing Special Economic Zones is best substantiated by the example of Pipavav Port Trust in Gujarat where a private entrepreneur has gone ahead to create a special economic zone on his own initiative for other private players to establish and flourish.





Industrial investment is  influenced by the prospects of profitability, long term sustenance and, above all, a general "feel good" factor.  Private capital is largely risk capital and investment decisions are influenced by an entrepreneur's belief that "money can be made", which is what the "feel good" factor is all about.  It is important for State Governments to realise that one of the prerequisites for creating a climate for attracting big investors from outside the region is the acceptance and propagation of common minimum economic agenda for all the seven states.  Unless private enterprise is well assured of this the pace of economic resurgence will remain tardy.





The State owned funding agencies are often not equipped with the expertise or the coverage to support innovative business ventures. It will therefore be a good idea to engage independent project evaluation agencies for assisting the state level and regional funding agencies in making bolder investment decisions.
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