CHAPTER I

INTRODUCTION

Introduction

The Programme of industrial estates has occupied an
important place in promoting and guiding industrialisation,
both in industrially advanced countries and developing countries,

1 It has proved more

especially after the seccnd World War.
helpful in thoses countries which have given the priority to
medium and small scals industries in their development
programmes on account of the mounting pressure of population,
shortage of capital etc. In the same line of thinking, Nepal
alsc had launched this Programme in the year 1960 with suitable
objectives for the industrizl development of the country.2
Keeping in view the role it can play in the long run, this study
has attempted a detailed review of the Programme. In the process,
it has identified the major problems impeding the growth of
units operating in industrial estates, which in turn brings

out the shortcomingé existing in the implementation side of the

Programme.

1. For detail: See “Introduction” to Chapter II in this Thesis,

2. For detail: See "Introduction®” to Chapter V in this Thesis.



Note:

However, before going into much detail about the
importance and objectives of the study, an attempt is made
to clarify the conceptual idea of the Programme. Accordingly,
a few widely accepted definitions of the term "Industrial

BEstates" are given here,

Concepts of Xndus:rial Egtate

The term "Industrial Estate” originated in the United
Kingdom in the late 19th Century. According to Willlam Bredo,
who has defined this term fof the first tims in 1960, "an
industrial estate is a tract of land which is subdivided and
daveloped according to a comprehensive plan for the use of a
community of industrial enterprises. The plan must make detailed
provisions for streets and roads, transportation facilities and
installation of utilities, The plan may provide for the erection

of factory buildings in advance of sale or lease to occupants".1

In England, the térm has been defined as: “an area
of land selscted and planned by, as well as being under the
control of a development agency whose task is to construct, or
allow to be constructed, industrial buildings and to provide
those services consildered necessary or worthwhile for the

development of the estate. The estate can be virtually of any

1. Bredo, Williams; Industrial Estates - Tool for Industriali-
sation, (U.S.A, International Industrial
Development Centre, Stanford Research
Institute), 1960,

This definition is based on the definition of “an organised
and planned industrizl district®, which was first formulated
at the Darmouth College Conference on Industrial Parks, held
at Darmouth College,Hanover,New Hampshire, U.S.A(June 1958).



size. The development organisation can be public or private,
The factories ean be wholly plamned and built in advance;
they can be partly built in advance; or they can be built on
request accerding to the speclifications of the sventual users,
They can be of a wide variety, from the basic infrastructure
of roads, sewers, lighting, gas, electricity etec, to estate
canteens, training schools, etec, The estate can be run at a

loss, at a profit or with the aim of only recovering cost".1

In 1963, P.C.Alexander defined the term with a few
differences. According to him, "an industrial estate is a
group of factories constructed on an econcmic scale in suitable
sites with facilities of water, transport, electricity steam,
bhank, post office, canteen, watch and ward and firste-ald, and
provided with special arrangements for technical guidance and

common service facilities“;z

Later in 1967, the United Nations defined the term
in a more precise form, according to which incdustrial estate
is "a planned clustering of indusirial enterprises, offering
developed sites, pre~built factory accommodation and provision

of services and facilities to the occupants“.3

1. English Industrial Estate Corporation, Team Valley Estate,
Gateshed, Tyne and Wear, England.

2. Alexandar, P.C: Industrial Estate in India, (Bombay, Asia
publishing House), 1963, P.5.

3. Policies and programmes for the Establishment of Industrial
Estatess International symposiumn on Industrial Development,
Athens(New York: United Nations Publication,1967), P.4.



in gane?al, the industrial estate has been a multie
purpose and mul&i dimensional tool used for promoting and
developing the industrial sector of any country concerned.
it provides a number of facllities like suitable Eactory
premises, utilities and'other egsential services to the indus-~
trial units, Especially in developing countries, this tool is
used for expanding, strengthening and locating small and medium
scale industrial units as a part of a broad programme of
industrialisation. New industrial establishments would come
into existence to avail themselves of these benefits because
they will get a chance to safeguard themselves from a large
number of problems relatingyto factory buildings, transport
and communication, motive power, lighting, water, watch and
ward etc. Ovar-ana abdve these, ﬁhe industrial estate brings
about: economy in the invésﬁment on social overheads;incraased.
scope for inter-servicing and interetrading for the development
of complementarity in prodiietion and creation of the gpirit of
cooperation; decantralisation of industry for the development
of backward arsas; and achievement in sgpecific locational
pattern like town-planning, removal of slums and se on, Thus,
it sexrves as a 'developmsent project’® for initiating and

supporting medium and small scale industrial units.

It is worthwhile to note that the smzall industrial

units established in an estate enjoy a good number of services



and facilities which would not be available to individual
industrialists so economically and easily outsids the estate,
These ?rcvision& are aimed at improving the efficlency and
productivity of small units, In other words, an industriai
astate provides the advanitages of external as well as internal
sconomies to small industrial units and permit them to utilize
the services and facilities In order to help the maximisation

of thelr beneficial results,

Significance of the Industrial Latates Programme

A large number of countries depend upon industrial
@states programme for promoting industrialisation and guiding
industrial locations, However, the objectives of this programme
differ from place to place and have been ¢hanging from time to
time, according to the needs of the country(refer chapter II
of this thesis). The experience of the developed countries
clearly indicates that all sizes of enterprises can gain from
‘ industrial estates, but the advantages app=ar to be more
pronounced for small scale units. That 1s why, this programwe
is basically used for promoting and developing small gcale units

in developing countries,

In fact, the existence of an industrial estate helps
industrial development in several ways some of vhich are given

halows



a)

b)

c)

d)

e)

o
bl
[~

1t encourages potential entrepreneurs to get up

industrial units;

It makes possible the expansion, diversification
and modernisation of already existing units in the

areas

It encourages the development of industries even in
its vicinity, thereby becoming mucleus for further

industrial growth;

It acts as a positive tool for directing industries
in undeveloped areas and thus facilitates decentra=-
lization of industries and their development in such
areas which have no potential of thelr own to attract

development generating forces; and

It acts even as an important tool in urbanisation
policies, as it may -becoma the nucleus of a planned

township,

Over and gbove these, the industrial estate has

been used as a tool for serving several purposes in different

countries viz.,: attracting foreign investmenty promotion

of export; nursery function for somes selected industries;

achieving specific location pattern; rehabilitation of

displaced and destroyed industries; modernisation of artisan

seé¢tors and training and research orientation,
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in this way, the Programme acits like a catalyst for
creating environment of industrial investment and growth, It
attempts to integrate the best of the facilities together to

encourage industrial growth and improve productivity,

Importance of the Pregent Study

As stated earlier since the year 1960, the Industrial
Estates Programme as a tool to promote industrialisation has
bheen launched in Nepal, Through this Programce, the Government

of Nepal aimed:

a) to bring about the quaﬁtitative and qualitative
improvement in industrial production and productivity
to bacoms selfe-relliant ian essential goods of daily

consumptions

b) to create more employmant opportunities to absork the
excess labour in the-agricultural sector in different

zones of the country;

¢)  to mobilise local capital, skills and rescurces; and

a) to minimise regional imbalances,

The Industrial Bstates Programme of Nepal is small
in relation to its total volumse of industry, although about

75 per cent of the industrial enterprises and less than 50



percent of the employment are in rice~milling and oil extra-
ction plants, The industrial estates have a rather higher
percentage of firms in the modern industrial sector and ﬁouse
approximately 15 percent of the enterprises in the manufacturing

sector excluding rice and o0il mills,

It is notable that except the Evaluation Studies
made by United Nations Industrial Development Grganisation
(UNIDO) to £ind out the effectiveness of industrial estates
in developing countries {including Nepal) in 1976 and again
in 1978, no exclusive study on industrial estates in Nepal has

bzen undertaken so far,

Although the first industrial estats known as Balaju
Industrial District in Kathmandu was set up as far back as in
1960, the Industrial Estates Programne in Nepal registered a
very slow progress.l Even in 1983, when this study was under-
taken, there were only 7 industrial estates in operation.
Besi&és. two industrial eétates were under construction at that
time., As sO many years have passed since the inception of first
industrial estate, it seems worthwhile to attempt an objective
investigation into the Xnd;strial Estates Programme in Nepal,
Accordingly, this study aims to review the working of the

existing industrial estates in Nepal, to identify their short-

1. Wote: In Nepal, the terms 'Industrial District'! and °
hagebeen used intzvchangeably.
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comings which have created difficulties for the industrial

units established within their premises. Further, the study

also has - mades some recommendations, which may be helpful

in improving the present condition of the Industrial Estates

Programme in the country.

Objsctives

In order to probé into the above issues,; the study

has the following objectivess

a)

b)

)

q)

e)

to ascertain whether the Industrizl Estates Prograasme
has encouraged local eantreprensurs to set up industrial

units in the areas goncerned;

to find out whether the Programse has been instrumental

in generating substantial local employment;

to find out, to what extent the units set up under the
Programme have utilised the locally available raw

materials;

to £ind out how f£far industrial estates have contributed
Lo the growtly of cottage and small scale industries

in the country;

to identify some major problems faced by unies located
in industrial estates and suggest reme&ial measures
for making the Industrial Estates Programne more

effective in future.
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Methodology

The study is based on both secondary and primary

data. As far as secondary data are concerned, the major

gources are:

i)

ii)

1ii)
iv)
v)
vi)'
vii)

viii)

ix)

Department of statistics, His Majesty's Government

of Nepal (HMG/Nepal).

Ministry of Industry and Industry Department of
HMG/ Nepal,

Industrial Services Centre, Nepal.

Nepal Industrial Developusnt Corporation, Nepal.
Cottage Industries Department, HMG/Nepal,
National Planning Commission, HMG/Nepal.
Federa£ion of Chambers of Commarce and Industry.

Centre for Economic Develqphent and Administration,

T.UaNepal.

Nepal Rashtra 3Bank.

Turning to the primary data, a field survey was

undertaken. & gquestionnaire{Annexure 1.1) was designed for



collecting information from units leocated in industrial
estates, Another questionnaire(Amnmnexure 1.2) was designed
to collect data from industrial estate managers, Of the
total 162 industrial units in all the industrial estates in
Nepal, 119 units (i.e. 73% of the universe) comprising all
typaes of industries znd industrial units were approached,
Estate management offices of the seven industrial estates
were approached, all of whom furnished the information,

Before collecting data on the basis of the questio-
nnalre from industrial units, they were classified into four
categories according to thgir scale of operations, The
categories were large scale, medium scale, small scale and
cottage scale, It may be added that these categories are
the same as provided in the Industrial rPolicy of 19813

Table 1.1
Total Number of Units and Their Response

-

8.N. Type of Total Number Number of Column 5 Column 5
Units Numbar of Completed as % of as % of
of Units questionn~ Column 3 Column 4
Units Gpproa- aires
ched
1 2 3 e 5 6 7
1e Large Scale o 2 5 55.0 58 O
2. Medium scale 22 22 14 63.6 63.6
3, Small scale 21 2% 16 76.1 76,1
4., Cottage scale 110 67 33 30.0 49,2

Total: 162  .119 68 41.3 57.1
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Table 1.1 shows that there were 52 industrial units
in the first three categories. Although all theée units wevre
approached during the.course of the survey about one-third of
them f£failed to respond t0o our questionnaire, their total
number being 17. This gives a response rate of about 67 percent.
Ag regards the Cottage Scale units, which numbered 110, the
researcher initially set out to cover all of them, However, it
was found out that some of the units were closed for several
days at a stretch and it was difficult to establish any contact
with them. Evén in those cases, where the units were working,
the proprietors were found to be absent and the persons in-charge
of the units expressed their enability to give any information
in the absgsence of their em?lcyers. In some cases, they even
refused to take the questionnaire. Whereever possible, the
questionnaires were left with them, but none of them responded.
In view of our initial desire to cover all the units in this
category, we did not use thée random sampling method. However,
as many as 67 out of 110 ynits were actually contacted and 33
of them rasponded to our guestionnaire. Taking all types of
units together, we find thét, there were 162 units in the |
universe. Of these 119 units were contacted and 68 of them
responded to our quastionqéire. Column 6 of the aBove ﬁable.
shows the number of responding units as the percentage of units
in the universe and column 7 of the same table shows the
respondent-units as percentage of the units which were4actually

contacted in the fisld survey.
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As the §ostal services in NHepal take g good deal
of time, the investigator has to distribute the questionnaires
persogally to the units and estate management offices,
Collection of filledein questionnaires was also done personally
excepting a few, which were mailed by the units, As regards
gquestionnaires given +o industrial,estate managers, there was

complete response, i.2., all the managers responded well.

The data collected. through questionnaires have baen
supplemen;ea with the information during personal discussiong
with knowledgeable persons such as industrialists and industrial

egtate managers,

Soms Limitations , (

This study, being the first of 1lts type in Nepal
which does not have satisfactory statistical organisation,
could not cover all the objectives set out by the government
for the Industrial Estates Programma., The cobjectives covered

have been specified earlier.

The study has te be carried on under many congtraints

1 This problem

like insufficient and incomplete primary data.
is the outcome of the conservative and reluctant attltudes of

the small scale entrepreneurs, They were found to be hesitant

1. Note: A few other limitations of the study have been
referred in the 'No:e' attached with Annexure 1l.1.
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to provide clearcut and ¢omplete data especially in relaticn

to the amount of working capital, loan acquired; sales and
profit/or losses etc., Basically, this hesitancy is att;ibutable
£o the facts like unscientific and adhoc methods used in

fixing or levying excise duty and/or income tax on small units
by the Government offices concarned, In addition, lot of
variations and contradictions were found in certain data:
supplied by institutions and the bodies like ISC, the adminise
trative offices in industrial estates and statistics department
of HMG/N..For instance, the information regarding the~numbar

of facilities available at all industrial estates, as mentioned
in “Present Status of Industries in Industrial Districts of
Hepal® 1984 published by ISC did not tally with what was mentioned
in Industrial Proflles of each estate, Similarly, a few facilities
like workshop and healtheclinic were shown as existing in all
the estates excepting Bug:yal Industrial District in the
publication "Industrial Segvices Centre: Iatroduction and Brief
Perspective T,Y. 1980/81%, 3ut none of the estates contained
workshop run by industrial sstate management and none of the
c¢linies was being run properly at the time of the study. Even
there were discrepancies in statistics relating to the nunber
of unlts in operation, nunber of units not in operation, number
of unitg under trial production, number of units under constru=-

ction and number of proposed units in the Governmsnt ﬁubligﬁtionse



Organisation of the Thesis

Before we pass on to the next Chapter, a broad area
of the main contents of’tha subsequentlcﬁapters may be given
here, The study consists of three parts, Part I and II each
contains two chapters and Part III contains three chapters.
Part 1 contains a chapter on introduction and another on
Industrial Estates Programme in other countries. It provides
information that may be useful fox having a wider perspective

of Industrial tstates Prograwmme in general.

Part IX: Chapter III deals with the general aspects
regarding industrialisation in Nepal. This covers such aspects
as programmes for industrial development under varicus five
year plans and Industrial Policy of the state, Chapter IV deals
with soms institutions inwvolved in préviding supéorting
facilities or services to industrial units and industrial

astates,

Part I1I: Chapter V gives aa accouvnt of the‘
performance of industrial estates covered by the study.
Chapter VI discugses major problems faced by the industrial
units, It also points out the shortcomings of the Industrial
Estates Programme in generval., Chapter VII first presents the
summary of the foregoing chapters and then brings out the
main findings of the é@ﬁya It, finally. makes sevgrai recomnene

dations,



