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STATUS OF AND SOCIOLOGICAL
CONSTRAINT ON INDUSTRIAL
DEVELOPMENT IN NORTH-EAST INDIA

— I.B. Ganguly
Why Industrialization in North-East India?

The economy of the north-eastern region is still predominantly agrarian.
Since the beginning of the planning era, considerable amounts of
investments have been made for the development of the social sector
(health, education and culture) and the physical infrastructure.
Constitutional reorganization effected in the region has led to the
dismemberment of Assam and creation of new states, such as,
Meghalaya, Mizoram, Nagaland and Arunachal Pradesh. Tripura and
Manipur have also been upgraded into the status of full-fledged states.
Structural decentralization in the administration of States by creating
Autonomous District Councils has also been carried out.

An important consequence of such changes has been marked
expansion of the tertiary sector comprising mainly the government
services providing employment opportunities for the growing number of
job-seekers. Joining politics as a profession has also become an avenue
for many youths in the region. But such developments have not been
matched by the expansion of the primary sector (agriculture and allied
activities) or that of the secondary sector (industries) of the economy.
Thus, structurally, the development process i in_North-East India has
been unbalanced one, Tor which reason it cannot be a sustainable-one.
No wonder, the problem of educated unemployment in these States has
already assumed serious proportions (see Table 2.1) threatening the
social, political and economic stability, peace and order in the region.
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TABLE 2.1 : Number of Applications on the Registers of Employment Exchanges
in the Seven States (at the end of December 1986)

(in '000)

State No. of registzations ~ No of placements  No of applicants

effected during Jan. effected during on the registers

to Dec. 1986 Jan to Decc. 1986 at the end of

Dec. 1986
Arunachal Pradesh 3.5 0.4 15.2
Assam 209.1 5.2 812.3
Manipur 41.7 0.9 258.8
Meghalaya 5.6 0.2 22.7
Nagaland 4.3 0.4 20.4
Mizoram 7.7 0.6 30.6
Tripura 14.4 2.0 107.4

Source : Director General of Employment & Training, New Delhi, quoted in
NEC, Basic Statistics of North-Eastern Region 1995, p. 142,

Numbers of applicants on the live registers do not exactly measure
the numbers of unemployed; yet these figures are indicative of the fact
that the North-Eastern States are saddled with the serious problems of
growing number of job seekers. We may also get a broader perspective
- of the unemployment problem from the data about workforce participation,
employment and unemployment scenario in the region. This is given in

Table 2.2.

TABLE 2.2 : Workforce Participation, Employment and Unemployment in NER

State Workforce partici- Employment in Unemployment

pation rates organized sector as a % of labour

1991 (lakh) force (1987-88)
Arunachal Pradesh 46.24 — 0.2
Assam 36.09 10.47 5.6
Manipur 42.18 0.56 2.2
Meghalaya 42.67 0.69 0.3
Mizoram 48.91 0.34 0.1
Nagaland 42.68 0.66 4.5
Tripura 31.14 0.98 4.4
India 37.46 268.19 3.8

Source : Economic and Political Weekly, May 21 1994, p. 1306.
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The table shows that unemployment rates in Assam, Nagaland
and Tripura are higher than the all-India rate of 3.8 per cent.
Unemployment in the other four states are lower than the all-India rate,
but it is so because their economies are predominantly subsistence
agriculture based; therefore visible unemployment is not that prominent.
Yet the extent of educated unemployment in all these states is quite
alarming as the picture in Table 2.1 indicates.

The distortions in the structural process of development may be
noted from the facts about the sectoral distribution of State Domestic
Products of these States as given in Table 2.3. These data have been
compiled by the Tata Consultancy Services.

TABLE 2.3 : SDP and its Sectoral Distribution in 1984-85 (at 1970-71 prices)

(Rs. crores)
Sector

State Primary Secondary Tertiary Total
Arunachal
Pradesh ©29.20 (53.3) 3.38 (6.3) 22.16 (40.4) 54.74 (100)
Assam 664.30 (50.8) 173.00 (13.3) 469.40 (35.9) 1306.70 (100)
Manipur 40.70 (45.4) 633 (7.2) 42.51 (47.4) 89.54 (100)
Meghalaya 32,59 (39.9) 5.38 (6.6) 43.67(53.49) §1.64 (100)
Mizoram 7.71 (28.9) 0.67 (2.5) 18.33 (68.6) 26.71 (100)
Nagaland 22.60 (28.9) 196 (2.5) 53.73 (68.6) 78.29 (100)
Tripura 88.77 (61.00) 533 (3.7) 51.43 (35.3) 145.53 (100)

Source : Tata Consultancy Services, A Perspective plan for NER Phase I, p. 86.
Note: Figures within brackets indicate percentages.

It may be noted from the table that the secondary sector consisting
of mining and manufacturing activities accounts for very low proportion
of SDP—much below one-tenth of that excepting for Assam—of each
state. The tertiary sector includes construction, transport, power, services
and others. For these states, however, the government services are the
most significant item. The primary sector’s contribution to SDP in
Meghalaya, Mizoram and Nagaland is much below the level obtaining in
other states. Even a cursory glance over the sectoral distribution of
SDPs of the North-Eastern states will indicate the necessity of expansion
of the secondary sector, in other words, development of industries, for
accelerating the rate of growth of the SDP in a balanced manner and
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providing employment opportunities for the working population.

The need for expansion of the secondary sector will be also clear
frem the facts about occupational distribution of main workers as revealed
by the 1991 Census. The position is shown in Table 2.4.

TABLE 4 : Proportion of Main Workers to Total Population and Distribution of
Main Workers by Type of Occupation as in 1991.
: (in terms of percentage)

State Main Cultivators Agri. Household Other

workers labourers ind. ‘workers

processing,

servicing &

repairing
Arunachal Pradesh 45.22 60.36 5:12 0.19 19.47
Assam 31.19 50.90 12.08 0.88 11.11
Manipur 38.55 61.77 6.69 5.80 15.30
Meghalaya 40.32 55.31 12.51 0.40 14.75
Mizoram 42.09 61.35 3.28 1.02 22.6:
Nagaland 42.29 72.65 1.41 0.38 17.19
Tripura 29.09 38.09 23.38 1.42 19.06

Source : Census of India, Paper 2 of 1992, as quoted in NEC, Basic Statistics of
North-Eastern Region 1995, p. 14.

For the 1991 Census ‘those who had worked for the major part of
the year’ that is, for at least 183 days, have been termed as ‘main workers’.
Even as proportions of population occupied as main workers are quite
low, more than two-thirds of such workers are dependent on agriculture
and allied activities for their livelihood. The North-Eastern States have a
tradition of several cottage industries and a number of artistic and useful
handicrafts. Yet this sector provides occupation for less than one per
cent of main workers in Arunachal Pradesh, Assam, Meghalaya and
Nagaland. Only in Manipur this proportion is 5.8 per cent while in Tripura
and Mizoram these are 1.42 and 1.02 per cent respectively.

The Census category of ‘other workers’ include ‘factory workers,
plantation workers, those in trade, commerce, business, transport, mining,
construction, political or social work, all government servants, municipal
employees, teachers, priests, entertainment artists, etc.” Given the low
level of employment in the organized sector (see Table 2.2) excepting for
Assam, it may be safely concluded that most of the other workers in the
North-Eastern States are outside the category of factory workers.
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The problems of low level of workforce participation and growing
unemployment viewed in the context of the predominance of the primary
sector in the sectoral distribution of SDP and in providing livelihood for
more than two-thirds of the main workers reflect the sectorally
unbalanced pattern of growth being experienced by these states. Such a
process cannot be a self-sustaining and robust process of growth. The
problems of unemployment and poverty also cannot be tackled by such
a pattern of growth. The process of industrialisation will help bring
about occupational diversification and achieve higher rate of growth of
SDP as development of industries will entail adoption of higher
technology, rises in labour productivity and rates of accumulation and
investment. This will also give a spurt to the growth of the primary
sector by making it possible to modernize that sector by supplying
inputs and creating increased demand for primary products and absorbing
surplus labour thrown up by that sector. In fact, there is a kind of
symbiotic relation between the growth of agriculture and that of industry.

Development of industries is not only required for bringing about
structural balance in the economy and diversification of productive
activities, for expansion of employment opportunities but also to make
the process of development a sustainable one through maintaining
ecological balance. Too much of dependence on farming of land for
sustenance of the population will lead to depletion of renewable resources
and destruction of bio-diversity. But the technology of production,
operational scale and input-output structure of developing industries in
the region should be in conformity with resource endowments and
physiographical features of the North-Eastern states.

The Existing Industrial Scenario

Structurally, the industries sector is composed of the traditional
household industries run by the innumerable households using
traditional technology and using locally available forest resources and
agricultural, plantation and horticultural products, and the industrial units
developed in the modern organized sector which use the region’s mineral
resources as main inputs applying higher technology.

The third component of the industry sector relates to the tea
plantation industry. Though plantation of tea crop is an agrarian
operation, the final product comes out through manufacturing process.

In Table 2.5,the position about large and medium scale and small
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scale industries in these states is indicated.

TABLE 5 : Number of Large and Medium and Small Scale
Industries in N.E. States

State Large and medium scale Number of small scale
industries No. of units units developed as in 1988
on 31 March 1994 (provisional)

Arunachal Pradesh 17 374
Assam 118 10,210
Manipur 6 2,892
Meghalaya 7 1,000
Mizoram 1 1,866

(estimated)
Nagaland 16 509
Tripura | 3,523

Source - NISIET, Guwahati, quoted by NEC, Basic Statistics of North Eastern
Region, 1995, p. 149.

The actual number of working small scale units are much less.
Principal characteristics of SSI units may be noted from Table 2.6.

TABLE 2.6 : Principal Characteristics of SSI Units (As in March 1988)

State Number of Employment  Production Capacity
units (number) (value in utilization
Rs. lakh) (percentage)

Arunachal Pradesh 326 2,771 2,624 51.23
Assam 4,430 34,475 30,235 19.31
Manipur 2,078 10,216 2,988 65.37
Meghalaya 587 3,780 2,700 55.25
Mizoram 917 4,223 1,470 71.88
Nagaland 183 3,059 11,247 46.29
Tripura 809 10,069 2,957 40.76
Total 9,330 68,593 54,221

Source : NISIET, Guwahati, quoted by NEC, ibid.. p. 150.

In the entire North-Eastern region only 9,330 small scale units were
in working condition in 1988 providing employment for 68,593 persons.
In terms of capacity utilization, the picture is quite gloomy. No wonder,
as many as 3,065 units of SSI out of a total of 12,395 closed down.
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The position about the household sector will be known from the
fact that in 1992 there were 95,129 craftsmen in the seven North-Eastern
states taken together, who produced handicrafts of the value of Rs.
6613.1 lakhs. (NEC, ibid., p. 155). In the powerloom industry, out of
1,638 authorized powerlooms only 629 were installed as in 1988. But
only 153 of installed powerlooms were active in that year. There were 6
mills with authorized spindles of 1,45,340 in 1988. But number of installed
spindles were 1,00,042 (ibid,, p. 152). In 1988 there were 13,726 handlooms
out of which active commercial ones number only 1,343.

From the above facts it is evident that the household sector is still
far from becoming an important area of industrial activity to expand
employment opportunities and income. The process of industrialisation
in the modern organized sector also, because of certain structural
characteristics, has not been an overall growth boosting one. Tea
industry was developed by foreign enterprise and capital mainly as an
export-oriented activity, manifesting an enclave type of highly organized
capitalist sector surrounded by subsistence form of low technology and
non-surplus generating farm economy. It had almost no spin off effect
on expanding productive activities in the non-farm sector. After the
foreigners left, tea gardens have come to be run by Indian entrepreneurs,
most of whom hail from outside the region.

The same trend continues even in the post-Independence period.
A majority of the industries set up in the modern organized sector,
which are not state enterprises, have been developed by outside
enterprise. Role of local capital and enterprise in the starting and running
of these units has been minimal. The majority of the industrial workers
have come from outside the region. These industries have been using
up local resources without generating perceptible multiplier effect on
the growth of regional employment and income. Leakage of resources
and income from the region is dampening the process of accumulation
and industiral growth on a sustainable basis.

The Structure of Industrial Economy to be Built Up

Nearly 70 per cent of the territorial spread of the North-Eastern States
(2.55 lakh sq. kms.) covers hill terrain interspersed with innumerable hill
streams and a number of rivers. No wonder, hill hamlets are widely
scattered. The level of urbanization is also quite low: only 13.89 per cent
of the population lives in towns. The region’s surface transport link
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with the rest of India is only through a narrow corridor in North Bengal.
Water transport facility between NER and other parts of the country is
also restricted since this involves passing through the waterways in
Bangladesh. Moreover, there is a growing opposition from different ethnic
groups to the extension of railway lines into the territories of their
respective states out of an apprehension that easy flow of traffic will
result in rising rate of migration of population from outside. For the
same reason these groups are strongly against the abolition of the Inner
Line pass system restricting entry of people from other states.

For all these reasons prospects of development of transport and
communication network are seriously handicapped. In such a scenario,
the industrialization programme in these states need to be structurally
decentralized by setting up of small scale and household industries
based on the locally available agricultural, forest and other resources
using labour intensive technology and producing goods and services
for meeting both Jocal demands and exports to other regions. For the
latter purpose stress needs to be given on high value low-volume
products.

There are, however, certain lines of production, such as, oil refining,
natural gas based industries, mineral extractions, etc where production
will have to be organized on a scale that will enable enjoyment of
economies of scale. These should preferably be in the public sector. Of
course, in the current milieu of the country’s economic system and
ideology the government has been encouraging and providing incentives
for the private sector to start industrial units in the region: But taking up
of mega projects and location of very big industries in the region using
high-tech operations creating opportunities mainly for skilled labour from
outside the region will not help the process of develop:1ent of the people
and surrounding area of their locations. On the contrary, it will cause
large scale displacement of people from their habitats and means of
livelihood. Payment of compensation and alternative locations for
settlement can hardly be adequate and effective as the past dismal
experiences in this regard in different parts of the country would suggest.
Such a programme of industrialisation will only help create enclaves of
high-tech industrial activities in the midst of primitive method of ekeing
out of an existence depending on traditional non-surplus generating
economic operations.

In our view, it is the small scale and household sector which should
occupy the core position in the successful industrialization programme
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in the NE states as a means for diversifying productive activities,
generating surplus for enhancing the overall process of accumulation
and investment without which economic development on a sustained
basis will not be feasibie. Economic development must not mean jobless
growth. It must expand employment opportunities on a wider scale and
growth of income.

Sociological and Cultural Dimensions of Industrialisation

The process of industrialisation through the development of small scale
and household industries on a wide scale will entail application of
necessary entrepreneurial skill in mobilizing capital, adopting higher
technelogy for turning out cost-effective output of goods and services,
marketing of output etc. The traditionally run household and .cottage
industries will have to compete with the high-tech large scale industries.
The former cannot survive such competition without adopting appropriate
technology, improved management system and, of course, government
support at least up to a certain period of time. Such a pattern of
development need to be preceded by social development, that is, spread
of literacy, education and training in the required skills, etc., and the
promotion of the culture of entrepreneurship. The whole process
involves changes in the social framework through the propagation and
absorption of new ideology and values.
The literacy ratio and educational attainments of the younger
generation in the North-East States have been steadily rising.
Considerable progress has also been achieved in the field of higher
education—both general and technical. Access of the people to medical
and health care facilities has been widening. Development of
infrastructure, such as, roads and transport facilities, communication
lines, power-supply, administrative bodies covering even the remote
areas, etc. combined with political development involving creation of
"more states and the Autonomous District Councils, etc. have been
opening up the possibilities of achieving further social development.
Yet certain constraints have been impeding the process of modernization
and change. Traits of localism, primitivism, self-sufficiencism, etc. are
still quite in evidence.
The process of industrialisation is one of the facets of the process
of modemization, and the North-Eastern States have been making efforts
to achieve social, economic, political and administrative developments
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on an unprecedented scale. Necessarily, the cultural matrix has been
also changing. Such a process cannot be frictionless, and it is quite
evident in the form of ethnic disturbances and growing differentiation in
the social framework. ’

The process of development in these states has been predominantly
government-induced and government-financed. But progressively the
individual initiative within the framework of community support has to
carry forward the process of development an important component of
which must be the process of industrialisation. This calls for the
cultivation of the spirit of enterprise and initiative. In this respect these
states are at a disadvantage in the sense that the value of the legitimacy
of entrepreneurship is still not very strong here. Because of several
restrictions on free movement of, and transactions in, inputs including
manpower between the rest of India and this region and reservation of
jobs, trading rights, etc., the market system is not opening up and various
vested interests are emerging in the society. This trend has been leading
to the rise of the rentier class, and the share of rent in the total income
has been rising. This acts as a brake on the growth of accumulation of
capital for investment in productive activities and cultivation of the
spirit of enterprise and risk-taking.

According to the psychological approach to the process of
economic development, “a society with a high level of achievement will
produce more energetic entrepreneurs who, in turn, produce more rapid
economic development . . . it must satisfy us to have learned that high
need for achievment leads people to behave in most of the ways they
should behave if they are to fulfil the entrepreneurial role successfully
as it has been defined by economists, historians, sociologists . . . .”
(McClelland 1971: xii-xiii). There is truth in this assertion which explains
the slow pace of development of entrepreneurial skill in this region.

(lJ.A. Schumpeter has outlined the role of the entrepreneur in bringing
about economic development. The entrepreneur carries out new
- combinations which may mean the introduction of a new good and that
of a new method of production, opening of a new market, finding out of
a new source of supply of raw materials or half-manufactured goods and
carrying out of new organization of any industry (Schumpeter 1961)J
Schumpeter has not, however, discussed the social and cultura
environment that favours the growth of enterprise. In fact, the mainstream
economists starting with the premise that an individual has the basic
motivation to maximize his gain, assume that “entrepreneurial activities
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will emerge more or less spontaneously when economic conditions are
favourable.” The favourable conditions are: availability of capital, access
to markets, labour supply, raw materials and technology. But it is being
growingly realized by the sociologists, anthropologists, historians and
psychologists that “noneconomic factors such as social norms and
beliefs, psychological motivations for achievement, the legitimacy of
entrepreneurship”, etc. help create conditions favourable for development
of entrepreneurship in the society (Berger 1992 : 3-4).

In the light of such an approach Berger has defined
entrepreneurship as “innovative and value-adding economic activity.
The individual, for example, who takes a few battered vehieles and turns
them into a taxi service, thus providing new services, new employment
oppertunities, and a new source of tax revenues may be considered an
entrepreneur” (op. cit., 8). In this sense the culture of entrepreneurship
is in evidence in different parts of North-East India, but it has yet to
assume the character of a widespread phenomenon.

There are several government schemes in operation, such as, the
establishment of District Industries Centres, provision of financial
assistance and loan for employment generation among unemployed
youths, TRYSEM, etc. and several official bodies for providing technical
and marketing assistance for starting and running of small industrial
units by the local entrepreneurs. One of the latest in the series is the
establishment of North-Eastern Development Finance Corporation.
Annual flow of resource from the centre for the planned development of
this region is also quite substantial. Undoubtedly this has been bringing
about some growth and diversification of economic activities under the
initiative of local entrepreneurs. But the initiative and enterprise of
individuals for surplus-generating productive activities, particularly
manufacturing activities, are still not a widespread phenomenon. The
reason for this has to be searched for in the cultural milieu. The culture
of entrepreneurship has still not been a vibrant force of social change in
‘the region.

One vital impediment for entrepreneurial urges in the region is too
much of bureaucratization and centralization of the decision-making
process. All plans of development of this region are ultimately formulated
and determined by the Centre. Even the North Eastern Council has very
little freedom to formulate plans for implementation for the integrated
development of the region. Of course this regional planning body itself
has also failed in associating local talent and leadership in carrying out
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its objective of fulfilling regional aspirations. Easy flow of money for
implementing exogenously formulated development schemes and other
projects has been leading to growing corruption in social and political
life. Such an environment is nat congenial for the flourishing of the
culture of entrepreneurship.
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