POINTS FOR DISCUSSIONS WITH MR. RAVI MATHUR I.A.S, INDUSTRIAL DEVELOPMENT COMMISSIONER UTTAR PRADESH ON 30TH JULY 2004 AT YOJANA BHAWAN, LUCKNOW
[A]
 Developmental Issues
(1) Strengthening Udyog Bandhu
Udyog Bandhu has emerged as an important institution over the years. Conceptually the structure and operational procedures of Udyog Bandhu are excellent. However, it is being observed that issues or cases on this forum are taking too long a time. In most cases industry can not afford this delay. Main reason according to IIA for this problem is absence of accountability for non-implementation of the decisions of Udyog Bandhu by the concerned departments. We suggest following remedial measures for strengthening Udyog Bandhu:-
(i) Udyog Bandhu  meetings should be held at all levels up to Chief Minister regularly every month on fixed date and time. The schedule should be made available to all major industry associations. We however suggest that State level Udyog Bandhu Meetings should be chaired by Chief Minister only and in his absence Chief Secretary or IDC may only Chair the State Udyog Bandhu for effective implementation of the decisions.   
(ii) Informally it is learnt that State Level Udyog Bandhu under the Chairmanship of Hon’ble Chief Minister U.P. is being held on 12th August 2004. This meeting is being held after a gap of almost 4 years. Agenda for this meeting if prepared in consultation with Industry Associations, the meeting will be more fruitful. 

(iii) List of competent officers with designation should also be published who will be attending Udyog Bandhu meetings from different departments at all levels of Udyog Bandhu. For any reason if concerned officer is not able to attend the meeting his senior only should attend the meeting with proper study & preparations. In no case a junior officer will be deputed for Udyog Bandhu. 
(iv) A reasonable time limit should be fixed for disposing off each case listed for the first time in the agenda through mutual consent by the respective chairman. If the issue is not disposed off within such period, the case/issue should automatically be referred to higher level of Udyog Bandhu indicating the name of officer responsible for delay.

(v) Chairperson of respective Udyog Bandhu must ensure that they only chair the meeting. The superior officers should also take care that respective chairperson is not disturbed during the period of Udyog Bandhu Meeting.         
(2) Industrial Environment
The barometer for measuring industrial environment is to know the feelings of existing entrepreneurs in the state. Any investment from within or outside the State is directly proportional to the feel good factor of existing entrepreneurs. If feel good factor is low, investment will be hard to come by. In IIA, we have tried to rank various components of industrial environment in U.P. through feed back from our 30 chapters located at various districts in the State. Our observations and suggestions are as under:-

(a) Policies:- Very good on paper but fails at implementation level. Policy environment is unstable. Industrial and Service Sector investment Policy announced in February 04. Important notifications affecting the industry are not available as yet. The list of notifications which are of urgent need is enclosed at Annexure – I. 
Suggestion:- 

· We request the Govt. of U.P. to issue all notifications within shortest possible time but not later than  14th August 04.

· A monitoring cell at a level not less than IDC for ensuring implementations of these policies should be created with the involvement of Industry Associations.
(b) Tax Laws :- Are not favourable compared to neighboring states specially Uttaranchal. In Uttaranchal CST is 1%, Sales tax on inputs is nil, Excise duty is exempted for 10 years, Income tax exemption is available for five years.
Suggestion:-
· VAT should be implemented w.e.f. 1st April 2005 as announced by Govt. of India. Preparations for  implementation should start immediately.
· Mechanism of set off of Trade Tax/CST on industrial inputs on finished goods may be introduced immediately.

· CST may be brought at per with Uttaranchal for existing as well as new units i.e. 1% against form C/D.

· All dealers registered under CST including works contractors, EPC’s etc may be allowed purchase of items from within U.P. at the same rate of UPTT as of CST so that trader in U.P. is able to sell his goods to customers in U.P. and not lose out to suppliers of other states. It may please be noted that all the above suggestions are not only fair and equitable but also in line with the new tax regime proposed by new Government at the Centre. 
(c) Transparency in System:- Our assessment is that system is not upto the mark. We do not get even the acknowledgement of our letters from many department what to talk about the reply. Inspite of availability of excellent information technology tools, these are not used. This can be verified from the fact that computers are purchased and installed but  are being used as replacement for a typewriter only in most places, many departments have their websites but these are not maintained properly.
Suggestion:- 

· All Govt. orders, Circulars, Notifications and files concerning purchases and other matter affecting industries be put on website. 
· The power of I.T. should be made use off. Beginning can be made from few crucial departments such as Industrial Development & Trade Tax etc.
(d) Good Governance and Law & Order

Entrepreneurs are feeling highly scared. Not only from the antisocial elements & unstable market conditions but from the attitude of Government officials towards them. This adverse attitude is for two reasons “one” for personal gains and “two” disrespect for entrepreneurial activity. The first reason is making the system corrupt and the second is putting entrepreneurs into undue harassment. There are countless examples of such harassment. Be it wrong assessments, raids into factory premises by UPPCL staff or CDOs alongwith media persons & police, lack of administrative support or what not.
Suggestion:- 

· The human interface should be minimized with open system and use of I.T.

· Accountability for wrong decision/assessments/actions should be fixed proportional to the loss to industry.

· Govt. officials may be motivated to improve work culture.

· Laid down systems in Govt. be implemented properly.  
· Officials need to be made accountable for decision seemingly in favour of the Govt. but unfair to the industry. 

(e) Infrastructure
Power Sector is slipping. Reforms so far have not resulted in any improvement on the ground.  Urban infrastructure also needs tremendous improvement.

Suggestion:- 

· Shortage of power is going to stay for another minimum five years. By then if interim solutions are not found industries will get wiped out from Uttar Pradesh. We suggest tax concession on fuel and other suitable incentives to promote captive power generation.     

· UPERC should be strengthened with adequate manpower. 
· Gas pipelines be extended and made available to SME’s.

· Department of Non conventional Energy should conduct studies in industries for use of alternate source of energy.

· Incentives for energy audit by SME’s be thought of.  
(f) Labour Law Reforms:-
Labour Laws are still very stringent and complicated. Even if an entrepreneur(specially SSI entrepreneur) want to abide by all the rule & regulations, he can not do so practically. Hence either he keep on pleasing the inspectors or keep himself ready for prosecution. IIA feels that in the name of social justice we are doing more harm to the society.

Suggestion:- 

· Labour department should be renamed as Employment Generation Department.

· State Labour department should act rationally e.g. there is no need to revise minimum wages when these are already higher than other states.

· State Labour department should study the Labour Laws of developing economics especially China and try to implement whatever it can.
· IIA proposes to organize a National Seminar on “Labour Law Reforms with special focus on SSI” in Lucknow. Co-operation, from Govt. is sought in this endeavour.

· Minimum Wage Board/Council at National Level is exploring the possibilities of uniform wages across the country. Parrallely a Minimum Wage Board is holding its meetings in U.P. also. The State level Minimum Wage Board should now stop meeting till work is going on at National level.  

(g) Access to Finance:- 
Extremely difficult for SSI & tiny sector entrepreneurs. Flow of institutional credit to SSI continues to be a serious problem inspite of the best intentions of the Government.
Suggestion:- 

· State Govt. may set up an Urban Cooperative Bank for industries because it is observed that scheduled commercial banks are not caring for Govt. priorities of the State Govt. to make credit available to SSI and tiny sector.
(3) Easy and Cost effective access to information to entrepreneurs.

Entrepreneurs in Small Scale Sector suffers a lot due to lack of awareness and information’s. In Government departments, even if the information is unclassified , it is not accessible easily. Industry Associations also find it difficult to collect the notifications & circular which industry must know immediately.

In IIA, we have attempted to create a cell in collaboration with SIDBI with the objective to provide all kinds of information’s under one roof to the entrepreneurs. The cell is in operation with two full time Research Associates, a part time Centre Manager and a Part time Consultant. A website is also being developed for dissemination of usefull information. 

In order to strengthen this information cell, we seek following help & co-operation from Govt. of U.P:-

(i) Availability of Circulars & Notifications related to industrial development from all Govt. departments as soon as these are issued through post on regular basis.

(ii) Free access to NIC internet network for easy dissemination of information by IIA to SME’s.

(4)
Industrial Studies & Surveys

Planning & design of industrial policies and programme essentially need to be data based. IIA have observed that accurate & reliable data generally is not available and decisions are seldom taken on hearsay.

In Uttar Pradesh, we are not aware of any effort for planned and regular surveys & studies by reliable and authentic institutions.

IIA proposes to take up regular Studies & Surveys related to industrial development in U.P. along with industrial development department Govt. of U.P. Detailed list of Studies and Surveys can be worked out if this proposal is agreed in principal.

(5)
Proposal for Group/ cluster Development of SSI’s

Small Scale Industries generally are not exposed to the new concepts of Productivity, Quality, Energy Management, Cost Management, Marketing and Human Resources Developments etc. Even if they want to do so, they can not afford the cost of experts individually.

The Industrial and Service Sector investment Policy 2004 of Govt. of U.P. has stipulated creation of Human  Resource Development Fund for providing assistance to participating companies provided they are ready to contribute ½ to 1% of their wage bill. State Govt. will contribute twice such amount. 

We propose this scheme may be tried out for group development of SSI’s in three to four clusters on experimental basis to start with at traditional clusters at Lucknow, Kanpur, Saharanpur & Meerut . IIA is ready to co-ordinate and implement the scheme.  

(6)
Marketing Support –specially to SME’s
During the third all India Census 44.5% of Small Scale Industries expressed marketing as the problem for sickness/incipient sickness. Marketing therefore is one area in which we lag as a Nation. Support in this field needs to be well thought out considering the wide canvass it occupies. Role of marketing companies can be crucial to the economic development of the State. Large companies with deep pockets and wide reach, expertise and experience are more suited for the marketing function as well as supporting the manufacturing activities of tiny or Small units through integrated support of providing for suitable raw materials, technology, design, packaging, quality control etc. Such a model can achieve the advantage of scale of economy by aggregating the production of a large number of small units. Fiscal/Monetary incentives as well as rates need to be worked out to encourage such marketing companies to come to U.P. be it in handicrafts, food processing or engineering.

A major obstacle in functioning of such marketing companies is existing structure of sales tax which levies tax on first point of sales and prevents free flow of commerce.
[B]
 Other issues which need immediate attention

(1)
Circle Rates for industrial land

So far there are only two defined categories of Land i.e. Residential and Commercial. The Land used for setting up industries in Industrial Estates or otherwise is bound to be cheaper than both the above categories. Since the land purchased for setting up industry is not for residential purpose, hence is taken as commercial Land. As such the stamp duty is required to be paid on the cost which is 50 to 150% more than actual cost.
Suggestion:- 

· Circle rates should be based on best prevailing market rates as per actual transactions in the market. 

· Circle rates for industrial land should essentially be kept lower than the residential Land rates. 
· The committee constituted for fixing circle rates at District level should essentially have a representative of industry association.



(2)
Recoveries
· At times wrong recoveries are issued by the department which results in un-necessary harassment to the entrepreneur.

· Collection Charges of 10% of the R.C. amount too high.

Suggestion
· All recoveries related to industrial units before being sent to DM’s for action should be referred to Udyog Bandhu for early settlement once. This will help both the department as well as the entrepreneur.

· Collection Charges on recoveries in Delhi are nil. We recommend that collection charges either should be at par with Delhi or Rs. 2.75 as per Revenue Act. 
(3)  
Representation of industry associations in State Level Bankers Committee.
Important decisions are taken in State Level Bankers Committee which affects industries a lot. We have submitted a proposal for nomination of IIA representative in this committee so that the committee gets ground level informations and decisions taken by it are more impactfull.
[C]
Other issues which need immediate attention

(1)
Spun Pipe Industry in U.P.
Spun Pipe Industry in U.P. is in a very bad shape because they can not sell their material in neighbouring States such as Uttaranchal due to reservations for the State Units only and in U.P. they are subjected to Competition from industries from outside the State. Govt. of U.P. have initiated the process of reservations of 51 items  including RCC Spun Pipes for exclusive purchase from State Units only but Notification to this effect is taking too long a time.

As on date about 13 RCC Spun Pipe industries in U.P. are at the very of closure because on 30th June 04 the D.I, Rate Contract  has expired and process for new tender has not been initiated for want of the Notification. Govt. of U.P. being the major buyer of RCC Spun Pipe can not make purchase without Rate Contract hence  RCC Spun Pipe manufacturers are sitting idle.  
(2)
Other problems which IIA office bearers may like to share with IDC with his permission.
===
Annexure - I

LIST OF NOTIFICATIONS REQUIRED (URGENTLY)
[A]
Infrastructure 

1. Creation of Industrial Infrastructure fund (IIDF) and establishment  of Industrial Infrastructure Authority (IIDA).

2. Maintenance of Industrial Estates by a Co-operative Society of the entrepreneurs.

[B]
Power & Energy 

1. Feeders having more than 75% or more industrial load to be exempted form Power Cuts.

2. Dedicated feeders built at the cost of industries shall not be tapped for any other purpose.

3. Captive and Co-generation and distribution of Power by private entrepreneurs.

[C]
Deregulation and Simplification 

1. Act for effective implementation of Single Window  System.
2. System of self certification and third party certification.

3. Exemption of SSI units employing less than 25 employees from labour laws.
4. Exemption from trade tax registration upto Rs. 3 lacs turnover.

5. Recovery charges on actual amount recovered/OTS amount only.

6. Conversion of lease hold industrial plots into free hold.

Other Matters. 

1. Task force under the Chairmanship of IDC for inquiry into complaints of harassment by officials.

2. Fast track grievance redressal system on security issues.  Appointment of a whole time IG policy to look into the security needs of the entrepreneurs.

3. Creation of Human Resources Development Fund.

4. Creation of U.P. Small Industrial Units Rehabilitation Board.
5. Creation of Rehabilitation fund.

6. Entrepreneurs/Trader Security forum at District level  
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