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1.1 INTRODUCTION
e role to play in

Industrial development has @ necessary and ulumately a larg
almost any sound development pmgrumme‘_ ]ndus[ri;}hguliun has come to be
regarded as synonymous to economic development and if an under-developed
country wants to raise its economic development then of course 11 must iitate
programimes of industrialisation. The Soviet delegation 1O the U.N. Economic
and Social council in 1963, stated that industrialisation is a systei of cconomic
development 1n which major part of natural resources arc used to develop a
technically up-to-date, diversified national industry capable of assuring a high
rate of growth for the economy as a whole and of overcoming economic and
social backwardness™
As a matter of fact we see that the essential criteria that are being used to
distinguish developed economy from an under-developed cconomy always
relates to the proportion of work force engaged in industrial activity, the
proportion of national output originating, 1n industrial sector. No doubt both
the terms industralisation and economic development are used interchangeably.
[ndustrialisation is taken thus as a concomitant of development.

1.2 THE MEANING OF INDUSTRIALISATION

Industrialisation in the Marxist literature is used in two different meanings. In
the narrow meaning. 1t refers (o the establishment and development of the
production of the means of production. In the broad meaning. it refers to the
completion of the industrial revolution and the transfer of the economy to

1. Murray D : Industrial Development p. )
9 This definition was submitted to the Soviet Deligation to the U.N. Economic
and Secial Council in 1963 and was quoted by Shirokov, Industrialisation of

India, PS.
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It is equally true to say that (i) high productivity produces industrialisation
and that industrialisation produces high productivity™®. It is in this context
that Condliffe and Rosenstein Rodan have viewed industrialisation as an
alternative to emigration for solving the problem of over population and of
raising the national income in economically less developed areas.
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Industrialisation as such involves the organisari _
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e hnolo Bund on me ; this specialisation is based on the application cl>f
tec gfgiy U chanical and electrical power to suppiement and replac
human €0 ‘tn molln}md by the objective of minimi m; cn.' per uniltJ an:::l
aximising returns to the enterpris : sing cost pe a
m " gd o on cnterprise. This leads to realisation of industrial
progress and promo o of cconomic growth rate in th ,
he country.

dustrialisation m: us
In r at n may thus be termed as “a precursor 10 —
development and social change™. S

1.2.1 Characteristics of industrialisation
Certain basic features of industrialisati
) . b e S tion can be gathered f 1e definiti

of industrialisation They are pin-pointed as suc;h'b ered from (e AeHREen

1. Industrialisation and cconomic development are synonymous

- - ‘ y s.

There is deepening and widening of capital
Development of a new process takes place
Industrialisation is related to take-off stage of development.
Mobility of factors of production takes place.
6. Social changes occurs.

LAl o

1.2.2 Pattern of Industrialisation

pattern of industrialisation varies from country to country (i) According to
the amount of initiative taken by the government or private enterprises.
industrialisation may be individual or private initiated, state initiated, jointly
initiated (mixed economy). Infact in the initial stage of industrialisation efforts
of both government and individuals are involved. India may be categorised

as mixed economy.
(ii) Industrialisation can also be classified as revolutionary and

evolutionary. The process of industrialisation undergone in Soviet Russia is
descnbed as ‘Revolutionary’ to distinguish it from “Evolutionary’ type as
marked in U.K. But these two terms are mutually overlapping. The period of
evolution of modern industry in England was designated Industrial Revolution
while the revolutionary process of industrialisation adopted by U.S.S.R. was

most evolutionary in character as it began with imported technology. To these

forces personal freedom along with restrictions are added.
ased on intensity iLe., as labour

The pattern of industrialisation is also b
intensive and capital intensive. In labour intensive patiern labour is used viably

as compared to capital in the process of production while in capital intensive

pattern capital plays a vital role.
Pattern of industrialisation is

of size it may be large or small an
be either localised or diversified in different arc

also based on size and location. on the basis

d on the basis of location the enterprises may
as. In localised pattern industry

»
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1.2.3 Agriculture and Industrialisation

It is unreal to consider agncultural development as separate or conllicting.
Debates have centered around the relative importance to be assigned to
agriculture versus Industry. But this dichotomy is often overdrawn. The concern
today is to understand the inter-relationship which exist between agriculture
and indu\'tr)' and the contnbution that each can make to the other.

In the Less Developed Countries more people are engaged in agriculture
for thewr livelithood than in the industrial and other sector. Agriculture growth
providad food for the growing non-agncultural labour force and raw material
for agro-based industnes this domestic demand for industrial goods stimulates
Increases saving and tax revenue to be utilised for further development, earns
more foreign exchange to finance imports of capital, intermediate goods and
raw matenials for industnalisation and facilitates the development of labour
intensive village. small and medium industries in rural and urban areas.

Since agnculture provides employment to more than 70% of the population
in the ezlfl_\‘ stages of development, increase in agriculture production and
productivity raises rural income. Rising rural incomes have strong multiplier
effects in that i€y increase the demand for domestic non-agricultural goods
and sen iees w hxch in tumn increases the income of those providing the goods

_élnd BEGVICES, This rise in the demand for industrial goods brings gains in

industrialisation.

| W h‘enr rhgre I agricaltural progress some of the resources for

mdustr‘mlhs;}tmr? come from agnculture. Infact, increase agricultural
sHdliisation requires the reallocation of funds
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owards the modem sector along with the rising agricultural inc o
farm incomes are mopped up through raising land t:lxcs und‘ b(lzll‘t(:umc' l{ls'f'g
and the mobilisation of rural saving through saving drives ‘lndL.r:ncm levies
such financial institution as cooperative and rural IJ:ij:& The; pla ‘:“h? through
part in channelising rural saving for industrialisation. 4y an important

[ndustrialisation fovourably affects agricultural development in a numt
of ways. Firstly, with industrialisation incomes rises rapidly which 'mcr::..)%f
the demand for such agricultaral commodities as milk, vegetables, etc 'l‘hi:i:
(urn raises work for rural population and raises income. N T ks

Secondly, industrialisation raises the availability of capital for the
agricultural sector which belps in modernising ::gncull;lrc and raising farm
output.

Thirdly, industrialisation {ollowed by urbanisation opens vast job
opportunilics to the rural people who remit money back to the home this is
used to buy inputs for farming or raising cattle, poultry, fisheries etc. With the
jmproved means of transportation due to industrialisation markets expand which
facilities the sale of such agricultural products in the towns raising their income
thereby. Fourthly, when urbanisation follows industrialisation it provides larger
facilities for education, travel and contact with new things and ideas which
widens horizon of the rural people, changing their attitude toward life and
leading to modernisation.

[ndustrialisation provides a wide and expanding range of consumer good
which encourages the agriculturist to increase farm produce. This in turn tends
to raise their incomes to enable them to buy consumer goods.

Thus. both agriculture and industrial development are intended and each
effects the growth of the other. Therefore, harmonious development of both
the sectors are necessary for steady growth of the economy. Because of this
interdependence of agriculture and industry, we say that they are complementary

and not competitive.

1.3 URGE/ROLE OF INDUSTRIALISATION

Industrialisation is a *‘precursor to economic development and social changes”.
The effects of industrialisation on the economy of a nation are many and varied.

They can be studied as such:

1. Structural Changes in the Economy

The most important structural change in the economy introduced by
industrialisation is in the occupational pattern. Most of the developing countries
are characterised by heavy dependence of their population on the agricultural
sector. Incomes in this sector being low the economies of these countries remain
stagnant and backward. Industrialisation brings about a marked change in the
occupational pattern by opening up new avenues of employment opportunity

a

&
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of the rural and urban economies made possible. Industrialisations &iso l}1~1 es
a wider range of consumer goods av ailable to agricultural worker, raises their
level of \w.;n and encourages greater productive effort. By encouraging the

- large scale, mechanised basis

reorganisation of agriculture on a more efficient. :
industrialisation creates conditions which leads to rise 1n agricultural

productivity.

3. Changes in the Social Outlook

The social outlook of the people undergoes a drastic change. The traditional

village life with its communal bond is completely transformed as large number

of villagers move to cities to work in industries. New progressive ideas changes
the outlook of the workers. A new entrepreneurial class in born, capital
formation rises, technical innovation takes place and new skills emerge. All
these developments have far reaching effect on social relationship and this
brings in fact 2 new modem and vibrant society.

4. Rise in per Capita Income

Due to ipdustrialisation total nauonal income rises rapidly. Progress of
fndusmahsation_is accompanied by an increment in national ‘a;nd pér c: 1(:
éifff‘ (Iin e industrially developed countries GNP is high in relan'orll) tz
noted LEZ[ ﬁc’;ﬁrﬂ:ﬂf- Ihe Table -l.l reflects the situation in India. It may be
supply in 1999-2008 gritfg&zizeggg C(:ﬂ(-‘(l}l;l);tion clectricity and water
crores to Rs. 7078« ' . - R uc_ ) rose from Rs. 41,0
e ol ho[e; Ot‘rif le’_[oresdm 3006—Q : (\chk Estimate). In service segt‘loﬁr
R& 357514 Cr(;res 1}1 P(lgzm ﬁcommumc:m(\n the share surmountly rose fro
875398 croree 1 2007 e 1e000) to Rs. 778895 crores in 2006.- i
crores in 2007-08 (Quick Estimate). =006-07 and to

’ 4
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1997-98 448241 376071 332580 198423 21:"2-‘ l‘ ; ‘“ g || 0
-5 - 3 »

1998-99 475201 392170 358014 213902 2391 ik,

1999-00 488109 410647 387515 23549 266707 1786526

New Series at 1999-2000 prices oo
1999-00 488109 410646 387514 233550 266707 1786526
2000-01 487992 438372 415650 243048 279239 | Rfv:f{”l
200102 516584 450723 453847 260737 290715 1972606
2002-03 486134 481758 496691 281550 302153 2048286
2003-04 531302 S19322 556370 297250 318514 2222758
2004-05 535501 574072 615849 323080 340266 2388768
2005-06 566278 635223 690399 359888 364313 2616101
2006-07 591353 706280 778895 409472 385118 2871118
2007-08'Y 619121 766358 875398 457584 411256 3129717

Source: Central Statistical Organisation, j
P:. Provisional estimates. Q : Quick estimates,.

Note: For the year prior to 1980-81 totals under col. 7 may not add up to
totals of individual item under col. 2 to co

1. 6 due to splicing technique applied
independently at the level of each industry and at the total level.

S. Promotes Employment Opportunity

Industnalisation promotes employment opportunity. The sectoral employment
share by current daily status reflects that in manufact

uring sector the percentage
was 11.27% in 1983 and it rose to 12.90% 1n 200405, the share of workforce

restaurant sector contributed sj

gnificantly higher (from 6.98% in 1983 1o
12.62% in 2004-05) 10 the overall employment than in the earlj
Table 1.2).

er year (see
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ment shares by Current Daily Status (CDS Basis)

Table 2 Sectortal Employ

——

1983 190304 1499-00 2004-05

[ndustry SR S Sy Bt ettt 1
Agricullllﬂ? ' 65.42 H1 03 <5 64 57 .06
pining and Quart/inE 0.66 078 0.67 0.63
p.mnufaclurill[‘, 11.27 1110 12.13 12.90
Elcclrici!y. water €l€ (.34 041 0.34 0.35
Construction 2.56 3.63 4.44 557
Trade, hotel and restaurant 6.9% 8.26 1120 12.62
Transport, srorage and commuuicaton 2 4R 120 106 A6l
Fin., Insul- Real est., and busi. service 073 .08 |36 2.00
Comty. sacial and personal services 910 10.50 916 9 24
Total iSRG 100.0 100.0 100.0 100.0

Source: Various rounds of NSSO survey on employment and unv.mpln;.'m:nl/l’l.mning

Commission.
6. Industrialisation Resclves Many Problems
Indusu-ialisalion is actually an eflortto find out solution to the various problems
.nsmE}l}'. ox'cmow/n and bzlcl';/\y‘:;\;[ngc_jS ctc.

of pg/é/e_rly. i
7. Industrialisation and Capital Formation

so helps in boosting capital formation with raising of national

Industrialisalion al
and per capita income.

rminants of Industrial Growth

factors determining industrial growth.
Non-Economic factors (see chart 2).

CHART 2

|Fac10rs Determining Industrial Growthl

1.3.1 Dete

There are various
as EconomicC and

They can be classified

Non-economic

Economic
Factors

Factors

T

{ i Y 1
Natural Human Capital Entrepreneur- Technological
Resources| |Resources Formation| | ship Progress

-
; I |

\

Social Cultural Political
Conditions and and
Religious Administrative
Factors Factors
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oL - : € 3
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f capital industrialisation lays
“necessary since it enables
clopment. Capital 1s

1, Capital Formation: Without adequacy 0
no where Proper banking facility is also nec
industries to acquire clw 0 resources for its dev
therefore an impetus to prmote industrial growth.

. Entreprencurship: A good skillful entreprencur adds to the promotion

’ (l;.fnimimtml rzu't:wf ﬁ?hﬂ.rﬁrpmfgﬁ is the chiél pivot of any
sty

5. Technological Progress: Good, and efficient technique 1s o
determinant of industrial growth. Efficient technology helps to boost

up the rate of productivity and economic Progress.

1.3.3 Non-Economic Factors

Industnialisation 1s determined not only by economic factors but also by non-
economic factors. Prof. Ragnar Nurkse said that “Economic Development
has much to do with buman endowment, social attitude and political conditions
‘”fd bistorical accidents™ Richard T. Gill also expressed the fact lhui
“Economic Dcrclnpmf:r?l 15 not a mechanical process it is not a simple adding
of assorted factors. Ultimately it is a human enterprise and like all human

enieTpnses its outcome will depend fi ) s . .
the man who undertakes i nd finally on the skill, quality and attitude of

]- Sxil - 3 - s
o ] E{ondluon.; I;ﬂ'u;sc include social organisation and social
Wr@n Replacing old traditional ideq ot sty
: ‘o e < d . P
ought w T initate in the process of progracs o by new innovative

industnalisation.

e —

7. WA Lewis: The Theory

: of Economic Gyony
8. Richard TGill ‘Economi rowth p. §2

¢ Developmeny 1, 19
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FACTORS INHIBITING INDUSTRIALISATION/
pROBLEMS

sation as W¢ have seen so for ts the most pivol sector which raises

1.4.

lndusm'ali

jncome. stan
The LDC arc lacing many a problem in their effort to promotc

industri.ﬂi.\ation. Hence. it is necessary 10 focus our attention on the major
obstacles which ¢
1. Under Utilisation of Resources: Plenty of resources available
internally alone cannot speed up industrialisation. Proper us¢ of

; e« ( '
available resources should be there’. Infact, in most of the under-

developed countries the rate of industrial growth is poor not because
of lack of natural resources but only due to under atilisation of the
f natural resources

available resources ', Without adequate utilisation o

it is highly difficult for an economy to embark upon bigger industrial
projects since it is not always possible to import raw material from
other countrnes. Dependence on [ oreign resources will prove dangerous
in ume of cnsis. Further problem regarding import of bulky and
perishable material may also arisc. Therefore, under utilisation of
resources stands as a crucial problem.

2. Low Capital Formation: The under-developed countries are under-
equipped with capital in relation to their population and natural
resources 11 Inall the under-developed countries the per-capita income
and the per capita real income are very low'2. This low real income

dard of hvings and Promotes economic progress.

ome to the path of industrialisation.

em of Limited Economic Development in

I
9. Gerald. M. Meir, The Probl
ent EA.AN Agarwal and S.P. Singh, Oxford

Economics of under-developm
University Press, 1966 p. 65, 66.

10. Paul .A. Baran. On political Economy of Bac
Under-development p- 81.

11. Atan. B. Mountjoy. Industrialisation in Undcr-dt’velopcd Countries,
Hutchinson University, London, 1968, P.24.

12. Kenneth E.Boulding, The Skills of the Economist,
1958, pp-106 - 107.
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. areialisati waitlabili
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ey echnology: . econtial 2. Dewhurst writes
5. Low Level of Tec | know-how 18 essential' 7. Dew 14 )
of modern technica imary resource” . There

i be thought of as a pr! e K
.’Tecl-;\nolfoszogle fﬂtgc;‘:; logy in under developed countries. They are
is lack o

: ». technical know-how
) o nology. Therefore, t€c ; e
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ined personnels are S isation is a requisi
;r:l;larrieffo promotion of industrialisation. Mechanisation 1s a requisite
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6. Population Explosion: An under-developed country is inhabitated
by dense population. Therefore, it makes use of labour intensive
technology. The productive efficiency in these process tends to be
lower than that of capital intensive process. Hence, low rate of
industrailisation. Further due to large expansion of population saving
resources are utilised more in consumer good industry rather than
capital good industry Further the quality of the work force in these
less developed countries is also poor and this effects productivity.

7. Problem Associated with Labourers: If the laboures are illiterate
not trained, they fail then to understand the modern technique of
production. Further, due to family bondage, mobility is poor and
Elnutefd. Thg pcoplf.: from wral bgl.t are attached to their homeland and

ere c;‘r:d lgxs restricts their mobility. Further the labourers are under-
nourished du ita i - :
€ to low per capita income in under developed countries.

And this effects the productivity of the lab
: our force. All thi
as a hurdle in the path of industrialisation. fiflls progesses

13. J.A. Schumpeter, The Theory of Economic Dey

. Massachusetts. 1949. P. 68. elopment, Harvard Cambridge,
14. LF. Dewhurst, America’s Needs g
( nd R )
New York, 1955 p. 834, rources: A Survey, 20th century Fund,
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Prof. A, K . Caieneross said (g vy
having plenty ol moncy nor i iy, .l“w
embraces ull aspects ol social In-ln\:'y |

and order scruplousness in l”'-‘-im--..‘ tl':lm, the extublishinent of Inw
revenue authorities, "le'l'hln-;h.l; l::lh“,‘” cluding denlings with
familiarity with mechanical padpey “lt 1IW('|-|| the family, lieracy,
Lack of Proper Enln-|n-(-.;,,.m.‘,‘,,‘ A 'd 80 on” " |
backed hy illiterate enterpreneyy VL“Im l]. ‘.m"(""‘lrvclurpml conntry an
to take quick decision. This eflecty the lu.l‘«‘.,‘ skilllulness and i unable
estricts the growth rite, ¢ working of industry and thereby
Administrative Hurdle: Burcancracy, covg

administration lead to wrony, *ll't'i,‘.‘inn.y}:.t"mp“”" and red tapis an
as a hurdle to industrialisation, »heing taken, All of these prove
Political Instability: In the absence of poli '
Produc.tiqn \.vould be affected CSpcci;.lrl);) lll':L;l'l ;‘,‘ll:nl)ll‘u),' industrial
fndus.trmhsu.uon. as the masses are apt (o orpanis f'»' .lmll.nvl 'uﬂ,,y‘zc-,' of
in thcxr.own interest, rapidly working ul'indu#hy wt; ‘l'rl p“h}“-UI -‘I.C'l|”|}{l
Ir.ld.usmal growtll is handicapped by political in*.‘l'tlll)itlil"”T )Ll = }‘:')'fl
fllSlntegra[1o|1_ The policy framed for industriu‘liwli:yn;”i]t ?:‘ll:rln‘;r'
mﬂ.u.enced by the philosophy of the prevailing p()liii‘c.ll _”_; ; Du‘c u))
political instability when parties change their philusc; hI:(. )t.ht- also
hinders the policies of industrialisation and iﬂdUSlI'i.ﬂ.]ppr()t_:;c\\.‘ ‘
Change SociqlAttitude: Industrialisation is influenced by the attitudes
of the people in the society. But in U.D.C. people are not so ambitious
and whole hearted. The aspirations of the people and their efforts
should be such as to achieve miraculous industrial progress. Therelore,
change in social mind set is essential to raise industrialisation.

International Hurdle: International situation is an important factor

ch affects industrialisation. The global economy has been
ed countries and less developed conuntries.

dvanced countries are basically in their own
benefit this affects industrialisation. Dependence upon certain
industrially advanced countries for capital equipment also implies
certain technical disadvantage for less developed countries because
plant design and automatic devices may suit more (0 the conditions of
advanced industrial countries than in under developed countrics.
Restraints may also be exercised by means of Patents taken by the
producing concern in industrially advanced countries. The fiscal
policies in capital exporting countries may also exercise & dqtcnf:nl
effect on the outflow of industrial capital to U.D.C. The coml.nnul:on
of fiscal and exchange controls has probably militated against the

. { ies.
foreign financing of secondary industry in less developed countric

l‘,’ )]
l '"”( l" | "“l it ”Jﬂ”l" ‘ll
| .

.'?““““‘ l'h('l“’“l("hl “

whi
categorised into advanc

The decisions taken by a

,omic Development p. 26.
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1.4.2 Domestic Internal Ince

I. Accelerating the flow
of the factors of production depends upon:
1. Czpitsl, 2. Entrepreneurial ability. 3. Labour, 4. Raw
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siry an
industry i

the labour force through apprentice trainin

. ' '1' s b ‘hi > H
(o its traincrs. All this would 8. scholarships and stipends

afford 20
. od human capi '
. y ot A capital formatio
g1, Harbinson said that “Human capita) form'ui'Pn‘ f 1‘ KEIL
e of neauiring e ation refers to tk
process of acquiring and increasing the number of per L the
: i T > er of persons, who have
1 - ) i C = > e ] . . <. M =
skills, "'d:L l“| n, experience which are critical for the economic and
iici »velopments O  C ¢
POI'“(‘:‘"’J ¢ \ P | l m? country Human capital formation is thus
associated with investment in man and his deve] - ap——
and productive resources' ™ Ty ‘ SIGRIIEALAG R QLEEve
and pl* = mrs o - Ihe government therefore needs to
establish more insttutes 1o train the labour force in order to promote
human capital formation. ! ©

1.4.3 Improving the Production Technique

The process of industrialisation can be accelerated by establishing optimum size
concems this involves the problems of adaptation since dil“lvrcncis ill: the ‘sil.C of
market entails the dilT'cn:nccs in the scale of operation. Thc‘impr(,vcmcni in, of
technique of production can resolve the hurdles. Along with inventions and
innovations, control of drainage of people to abroad can remove the obslaﬁlcs.

1.4.4 Change in Governmental Policy

Government RO'_iC)' have played an important role in promoting and encouraging
economic a‘cllwty- No Couml')'l_ihas made progress without positive stimulus
from intelligent government”' . The policies comprise of 1. fiscal policy.
2. credit policy. 3. balance of payment policy, 4. tariff policy, 5. industrial
planning.

1. Fiscal Policy: (i) The formulation of a sound fiscal policy is to bring
about an investment in both old and new industries, (if) to discourage
specu]ativc activities in unproductive activities, (iif) to increase the
productivity of various factors of production engaged in secondary
industry. Industrial development can be stimulated by means of tax
concession to industries.

2. Credit Policy: The credit policy need to be regulated carefully by the
state inorder to avoid inflationary tendencies. Expansionary Credit
Policy acts as a stimulus to better utilisation of resources in under
developed countries. The government while granting credit should
regulate budgetary and balance of payment consideration so that any
undue price rising tendencies generated by industrial programme may
be restrained or countered. The monetary policy must regulate
unproductive expenditures and regulate the money supply in the right

direction.
The initial strain on the balance of

3. Balance of Payment Policy:
payment imposed by an industrialisation growth programme may be

Modernising

16. FH.Harbinsons. Human Resources in Development Planning in

Economics.
17. Prof. W.A. Lewis, Theory of Economic Growth.
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1.5 INTEFINATIONAL MEAS
External forces helping 1O shape the coul
industrialisation process may be grouped 1
(i) The role of international organisations
(i) Industrial countries role 10 promote industrialisation in less developed
countrics.
e of Industrial Countries
countries can influence industrialisation in under developed
nternational trade, (9) International immigration
pital and (d) Technical assistancc. Foreign trade is
on in the hands ol under dCVClnpcd

med at.

UFIES/EXTEFINAL FORCES

rse and influence the speed of the
nto two classes -

1.5.1 Rol
The industrial
countries. Through (a) I

(c) International qOW of ca
one of the chief instruments of industrialisati
objective depends directly on the nature of the

countries. Its value for this
commodities exported. The volume of export earnings, the currency in which
these export carnings the terms of

export earnings are realised. the stability of
wrade. the nature of goods imported. The value therefore depends upon the

degree of
In the industrial sector most i g ol caplia) and technical assistance:
increase pmductj-rily n lhcse:ivt[;;cg ‘Sc?;‘:;?lt b SCh(ZImC has been designed to
improve method . e = . ation and industries b |
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developed countries by pm;a",' role in the industrialisation of the under-
facilitating the cxchan producing the flnrcct financial or technical aid , b
individual countnes A of ideas, by dlsscminan'ng the lessons Ity ALy )
gy es In lh.c course of their industrialisati essons learnt by the
by engaging in comparaive research. The est strialisation programmes and
Dé‘"él"i’rﬁ;;ltlgc.; ‘fnﬂt'er.national Finance Cft.)[:s:::hmcm of the World Bank
e deve[d.souauon, the LM.F and a s;pcci;;m)',‘* the I.nternational
advanced loans e fiesen:e‘s special attentj . lfm[ed nations fund fof
ns for basic facilities so that in((ljrl In this connection. The bank
ustrialisation may begin on a

sound base.
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5.1 INTRODUCTION

{Industrial organisation occupies a very significant place on the map of business

organisation. It is the fundamental tool for growth and diversification of
industrial economy. It is an index of industrial development’

Industrial organisation is a combination of two words industrial and
organisation hence, to understand the term industrial organisation, we need to
understand the meaning of industry and organisation. Industry is a group of
productive enterprise or organisation that produces or supply, goods. services
or sources of income. This conccpt was made by the New Encyclopedia
Britannica.

Organisation was defined by J.C. Denyer as : “Organisation is concerned
with the arrangement of work, with the division of activities and with the
allocation of duties, authority and responsibilities”. In this way industrial
organisation is concerned with organising industrial activities in an integrated
and coordinated manner to gain industrial goals. Industry organisation is thus
a systematic assemblage of men, machine, material, market money, and
management for the achievement of common goals. It may also be thought of
as a complex of relationship among human factor and physical factors and

work cemented together into a network of systems so that the pre-decided
goals can be achieved effectively and efficiently.

5.2 ORGANISATIONAL FORMS:

(A business firm may be identified on the basis of certain characteristics like
the type of ownership and so on. According to this we can classify the firms

*s
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in categories like proprictorship partnershp
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I. Khera SS, Managcmcm angf

' i E : ia Publish*
House, Bombay 1964, p. 10, Control in Public Enterprises, Asia

& Enqriapacdia Britanni.- o Chict®
1965, p. 735, dnnicq, Vo 18 EnCyCl(Jpaedla Britannica Inc.
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;q}cncic:\t L-ng:lsg-d i supplying the public, the guml\'”und .";.(:I‘V'ICCSG* Whljt\
alternatively might he supplicd by privately owned profit motivated firms®.
The definition has faid cmphasis on government ownership and absence
of profit mouve. V.K RV, Roo stated that ** Sectors of economic activity
which involves either monopoly conditions of strategic economic power
or possession of large resources in private hands should be publicly owned
and operated as public enterprises. It also means that it should make it self-
available for the butlding of economic overheads. On the external economics,
like transport, power fuel and basic capital goods without which increase
in production of consumption goods and services cither on the required
scale or necessary cconomic basis will not be possible. Without public
enterprises there can be no private enterprises. Infact it is 1n the former
that allows full growth of the latter?,

If we look into the Evolution of the public sector in India, we would say
that prior to 1947 there was virtually no ‘public sector” in the Indian economy.
The expansion of public sector was undertaken as an integral part of the 1956,
industrial policy, which gave the public sector a strategic role in the Indian
economy. It was felt that only through government intervention in a big planned
way the agricultural and industrial production could be accelerated in a big
way, employment opportunities be expanded with reduction of poverty. In
other words, the public sector was thought of as the engine for self-reliant
economic growth to develop a sound agricultural and industrial base, diversify
the economy and overcome economic and social backwardness.

5.3.1 Characteristic Features of State Enterprises

The characteristic features of state enterprises are as follows :
1. State enterprises are financed by the government.
2. State enterprises are managed by the government. .
State enterprises are financially independent.

3
4. The primary objective of state enterprises are to provide services (0
the society.

5. State enterprises at times are monopoly enterprises such as water,
electricity, military equipments etc.

6. State enterprises are helpful in implementing government policies and
plans.

7. Autonomous functioning of public enterprises provided sufficient
autonomy to manage their affairs.

Thus, public enterprises can be defined as an activity of the government
whether central, state or local involving manufacturing or production of goods

including agriculture or making available the services, it has a sound blending
of public.

3. India Economy, Ruddar Datt and K.P.M Sundharam, p. 190.



5.3.2 Main characteristcs I
e Ownership: The public enterprises shoulg Cithey i
. 1. "Gove ed by the central or state government or local Authorjyy
A wholly owned by : Government ownershj o
h two or more of them. Government ownership Meang

N
omntly owned by o : ™y - )
Jkt\\mu)\orc than 50 of the equity is held by a public authority. Sectjqy,
l(1l'; l:)l’ (he Indian Company Act clearly specifies that governmen,

) .

company means any company in Whi(jh not l?ssnt]l::zrllr: f) i f}é; 02 :]he Sﬁ?{d
up share capital is held by the central g(?wdrn‘ nor Oﬁe Oi’ m:)re
covernment or central government partly and par ,\,-qtgom o the
slate government”. Further the puhl:cbcolrhpouovem}n;m Thz
departmental undertaking are fully owned by the g ,

AMNNOES nle Ses.
Government lmllldg:‘.&:b the L[]lt,l'p‘l'lSC.‘ | g e B

2. Public Accountability: The enterprises are pr Sould b
public exchequer. It becomes imperative that (hej{ S Oud
accountable to the public through the Parllament_ whose fun s are
invested to carry on the activities of the enterprises. ThlS goal 18
achieved through ministers, government, Parliament, audit bodies etc.

3. Constituent of Political and Administrative Str.ucture:' The
establishment and constituent of public enterprises is a political
decision and its operation are controlled at strategic points by a system
where the politicians have the finals say.

4. Public Purpose: In public enterprises social aspects can well precede,
supersede and even engulf business consideration. The public intere_st
in various forms and shape provides an under current for all its strategic
decisions.

5. Wide Coverage of Activities: Public enterprises are found operating
in vast area e.g., construction, marketing, agriculture, finance,
development mining etc.

6. Economic Enterprise: In a public enterprise the price charged for

the goods and services is expected to cover the cost.

Autonomous Functioning; Inspite of the huge investment made by

the government, the public enterprises are provided sufficient

autonomy to manage their affairs in their own fashion. The self-
contained management has the right to manage the affairs on the basis
of sound business consideration and prudent commercial practises.

The government does not interfere in their day to day activities.

ler[)ose, public accountabiliry, autonomous Sunctioning and inherent

rightto manage and control the enterprise is done by the government™.

™

5.3.3 Benefits from Public Sector Enterprises

- - :
he benefits derived from public sector enterprises are;
l. Economic Benefits

2. Social Benefits

4. Narai gty -
;) jgum. L., Princ iples and Practices of Public Enterprises Managements,
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I. Economic Benefifs

oviding the foilowing benefits:

2 L Public enterprises generate revenice for the governmenl iiLfQUgh various

2 meanc, Dividends, interest on loans, excise duty, octrol sales tax,
corporation tax are paid to the government by the public enterprises,
The revenues generated by the public enterprises has risen in the recent
years.

2. Public enterprises exploit the natural and technological resources of
the stater This maximizes the social welfare and development
opportunities in the economy.

3. Public enterprises save enormous amount of scarce foreign exchange
either by exporting these surplus goods and services of the country Or
by making in vigorous effort in substituting imported products.

4. The public enterprises help to reduce the regional disparities through
a planned dispersal of industries. The claims of relatively backward
areas are considered by the government in proper perspective.

5. Public enterprises provide infrastructure facilities for the development
of the economy.

6. Development of ancillary SSI units by public enterprises is undertaken
to meet the requirements of various supplies. This facilitates the
development of subsidiary and incidental industries to the line of
manufacture engaged by the public enterprises.

7. Public enterprises also help in reducing unfavourable balance of trade. /

Public Enterprises strengthen the econormy by pr

II. Social Benefits
e oo =

' Social benefits of public enterprises are an follows:

;1. Public enterprises act as model employers./JThey at a time provide
“1" ' amenities like housing, medical, conveyance and other statutory,
benefits they show how labour, management, relation is maintained.
Z.Q)_ublic Enterprise protects the interest of the consumers. By adopting
discriminatory pricing policy they provide goods and services to low
income groups at cheaper price they provide goods and make effort to

maintain the price line of the goods manufactured.

3.' Public enterprises change the environment of the society,hi

4. Public enterprises generate employment opportunities directly and
‘indirectly (see Table 5.1).

; : . . " o : Y
5. Public enterprises helps in reducing disparities of income and wealth!

6. For adoption of socialistic pattern of socicty the operation of public
enterprises is the prime condition. :

7.State enterprises are inspired not by profit motivation but by welfare
motivation. The consumers therefore are greatly benefitted.

S =SS
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Industrial Feong,

by employing i

‘ JANE
v B flCr H’l"’* fi e
[crprlb S can
1 Cﬂ { il bt )
8 Publl‘f d perk Ale financial 1oaourees G Use Jy,
Jaries 41 o adequi
. s
C enterf fnes. . i@
9. publ yes and chine Jriscs which can be opt rated only |,
techn!d in rtai Cmﬂll Jp—T pornedite profiy ey
10. Suitable © J ces sInce they d© ’
ublic ent s
P . electricity _
transp oUBLIC ENTEHPHISES
5.4 L|M|TAT|0 N given helow
: risc: : ermant anlerryay ¢
Limitation of public cntcrP [ Red Tapisnt 11 government enlerprises, 'y,
. opod deal 0 | enterprises. Prompt decig
|. Thereis @B . aovernment € 0Ty
‘ ceds slowly 1n Ef
work proc
are not ke, Jittle or nO incentive for hard work in governmey
e p .
2. The worken }:mvcf:urc efficiency 10 work is low.
ises, there » , :
enterprises, t that there is only routine working b govermey

3. It is mostly seen 1 little spirit of new initiative being displayed by
departments. There 15 s -
any employce. ore 18 lack

: :cos it IS seen that there 1s 1ack of economie
4 In a public enterprises 1L 1% Eiiten
motive. ‘ went enterprises, |
' ’ . 14 ' b o - ]
5. Favouritism, nepotism retgn supremc I E—“f’}‘”"ﬂ " : prikes; Lligh
X ! . o kith i i rAvar
officials generally appoint their own kith and kin i government
departments. _ _ v

6. Too much interference by ministers and politicians disrupts autonomy
in the working of state cnterprises.

7. Unnecessary burden on tax payers. Since, if there s any financial loss
then the burden is borne by tax payers.

8. Inthe enterprises, there is lack of concern about cost control, avoidance
of waste, improvement of efficiency or increasing the capacily
utilisation. Even if they are incurring losses no special concerted elfons
are made to reduce that or improve the situation.

13. }};“hhc enterprises have poor and weak labour-employee relation
. Public Iprise A :
iy a::r(ljlifl’ll’rl]ﬁtrﬁ suffer from inefficiency and poor ]ﬂrrlﬂlrlh”m’ a
e 0 . . . 3 A
TE? npr' | eir counterpart in private sector.
. Mounting Are amen | §
tng losses are seen in public enterprises
12. Politi . Fpriscs.,
- Political factors influence decisi :
13 Inmane _ cciston about location
- [many cases it was seen that inspite of rice i : t be
increased on non.ec : spite of rise in cost, prices may no
) n-cconomic pround. Often this may lead to hack-doo!
i € Cconsumers, '

The public enterprise

. Sn o f o .
exercised over them, 1y perform poorly due to faulty controls

Performance of Public § ,
- ICCLor In Ingj: : §7
Alan economy can be viewed in Table &
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5.5 PRIVATE SECTOR

Privatc seclon Of Prvate enterprises retet 1o all l ,».\l..m\h\* l,‘hh“ O gopporate
« domestie and foreign 1 aiy ficld o Pt iive acuvitg \ngvme
""“*‘T““l : oo are charaterised by ow nership and Management in prive
SeClOT CHLCTPIINGS &
hands, p\‘[\}\tl.ﬂ imtiatnve and prodit Mol e r N _—
In the 18 centunes prvatle seclod prts were ol :!.mu‘ ..:m aﬂ' u}\ ‘,' _
: vernmental mrerferencex. Private
PrIvate seclor was completely free o1 goveriimerte ool by sole proprieior
CIICTPTISCS WETEe normally «mall units owned amd manage bl ll [P- . ‘|;
He bore the niek of the business According o L.H. |u‘“; | 1!““1*‘: ll
entreprencurshyps an the form of business organtsatien on ". il ¢ | .‘ '
«ands an individual is the ane who 1 responsihle who directs 1s vperaton,
who also runs the rsk of falure”™ Theretore, there is ane g ner, who conducts
the uxe of factors of production and bears both profits 'if'-f love In sole
proprictorship the busioess and his ownership exists together There 1s complete
secrecy. Their man motve was to eam profit. .
But today, private sector is qualitatively different from corporate industrial
units which are owned by the sharcholder and manayed by professional
managers. The latter is not always interested in maximising profit but have

other corporate objechives as well such as expansion, consolidation social
comciseneys and social welfare

5.5.1 Characteristics of Private Enterprise
Following are the charactenstics of privale enterprise:

(i) Low cont of production! Since business is exclusively his own, the
single entreprencur works day and night for the success of his

enterprise. He allows no wastage of material in his establishment.
(i) Close contact with customers.

(i) Close contact with workers.

(+v) Promptness in decision since it is one man’s decision.
(v) Secunty of ade secrets.

5.5.2 Disadvantages

Disadvantages public enterprises are an follows:
Limited economic resources.

‘o T2 e

Inability 1o face competition {rom bigger units due to limited captal
No-large scale economics.

The private sector and public sector are distinguished in some way from

cach other, Thc pghlic sector1s entrusted with the responsibility of developing
heavy and basic industries social and economic infrastructure.

’%
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Main polots of (T nv\ : I

_.—_—-—___—‘—_ —
1. l\‘(‘n\ ¢ Service moye ot monye
2. Nature of Industny Capial intensive Comparatively

and Kiskv Industoes

Pabiic anterpres

AN

g A e

Pyivate enterprise

litde regquireinent ol

copital and loss tisk

3. Performance Surplus pencmtion, Protitatnlity

mainly

|
|
|

‘ i‘h_!JtlJH\ﬂ) ard contnibution

Cost of production,

o "\L‘h;‘\‘\h‘l

Fxcept in defence, inother Scureey 18 maintained

l

| seclor, secrecy 1s nol

|

mantaimed

They are autonomous

5. Autonomy Comparatively lesser

autonomy is given units

to top officials

6. Risk Risk 1s not personal Risk 1s personal
1IN nature by nature

7. Market Monopolistic in Competitive in
majonty of cases majority ol cases

8. Pricing Admimstered Not so
pricing

9. Public Accountability | Government and It is not so

parliament facilitate in this case
public accountability
Audit is done

They have to act as
model employer
Lack of flexibility

Prime role

10. Audit control Audit is not o must

11. Social overheads It is not so in this case

12. Flexibility There is flexibility

13. Role of industrial
policy statement

Secondary role

The private sector is given the right to develop consumer good industries,
while banks and financial institution, railways, civil aviation, power generation
and distribution etc are in the public sector, The whole of agriculture and allied
activities, plantation mining internal trade, both retail and wholesale are
embraced by private sector. The private sector has indeed come to mean the
corporate industrial sector. Private scctor was suitable to consumer goods
industries which involves Jimited risk and short gestation period. On the other
hand the public sector investment being aulonomous was considered more
suitable to low profit yielding long gestation and heavy investment Sectors.

Tl e crmmtiare industries were thus reserved for public sector.
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5.6 JOINT SECTOR
"It is known as a corporate form of business ’ e
association of individual as sharcholders, who are awthorised by the governmen
ss. According 1o L.H.Haney, “Ajomt-Stock company
als for profit, having capial divided into

A joint sStOCK company s an

to run a particular busme

is a voluntary association of individu di «

transferable shares. the ownership of which 1s the condiion ot membership™,
U 4 . XY

Large scale commercial and industrial enterprises are run under the jomnt stock
company system. This system exists in U.S.A_, Japan, Western Luropean

countries.
5.6.1 Characteristic Features of Joint-Stock companies

There are an follows:
/(i) The capital of the firm is contributed by a large number of sharcholders
' who are the real owners of the business enterprises.

(it) The liability of the shareholder is limited to the value of the shares
held by him.

(iii) The policy making job of the firm is entrusted to a board of directors
who are elected from amongst the shareholders.

(iv) The actual management of the company is carried on by the paid
managers who work under the direct supervision of the Managing
Director.

(v) The joint stock company has a separate and distinct legal entity from
that of the shareholders. |

/

5.6.2 How a Joint-stock dompany is Organised?

An entrepreneur conceives of some new enterprise which in his view is likely
to yield good profits, under the Indian companies act such an entrepreneur is
required to gather around him six persons who are interested in the new project.
These persons are known as promoters of these company. These promoters
will draft a memorandum of association which would include name of the
company, its headquarters, the aims and objects, the aggregate share capital to
be raised from _lhc public, the types of shares 1o be issued and the value of each
shgn: etc. BQSIdcs this another document known g Article of Association
which contains internal rules and regulations of the comnp:
documents are submi ; mpany. Both the
: submitted to the Registrar of companies, The Repi
scrutinising these do - S Tor o A
: . oeuments extends his approval in the fi j
known as the certific fird ; : orm of a certificate
cate of incorporation. With the usi ‘ ifita
Ing of this certificate the

& any comes into form: is
Lun,lp y et 0 formal existence, the promoters sell shares through
newspaper advertisement 1o rajise the capital from company. -

e joint stock co | toléme - .
Th J Those \Wh Mpany raises capital either through shares or throueh
debentures. | O purchase the shares become the shareholders o o
owners of the company to the extent of the value of the shares. They 3:3

L
e
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pamurally bear the sk invoived m the business of the company. They are not
owners. They are merely entitled to0 a fixed percentages of interest on the amount
imvested by them in deberrures. In case the company mects with fzilure a prior
claim Over 1tS assets 15 enjoyed by debenture holder.

There are nwo vpes of joint-stock companies (i) private limiled company
(if) public limited comzany. The former cen have 2 1o 50 shareholders. The
liability of each sharchoider is limitad to the value of shares held by him. This
type of company 1s debarred under the law from raisin ¢ funds from the capital
market through debentures. The capital contribution comes from the
chareholders alone.

In a public limited compazny ceiling is fixed on the number of shareholders.
Any number of persons can become the shareholders bv contributing capital
10 the funds of the company. The hiability of each shareholder is limited to the
extent of shares held by him. The public fimited company can invite capital
subscription from the public through newspaper, advertisement. It can raise
funds through issuing of bonds and debentures. The company has to follow
rules of Indian Companies act.

i P
5.6.3-Advantages
I () Adequacy of capital: A joint-stock company raises capital on larger
' scale, through selling shares.
(i7) Economies of large scale production: Since production 1s done on
a large scale therefore economies of large scale production exists.
(ir7) Limited liability: Under this system the lability of a shareholder is
limited to the value of shares held by him. The shareholder thus runs
only a nominal risk in buying the shares of the company 1t is therefore
seen that men of small means like to invest therr surplus fund n the
shares of joint-stock companies
(iv) Specialised management: Since it has large resources. A jomt stock
company can provide specialised management
(v) Shares of small values: It checks the concentration of €Cconomic
control in the hands of a few rich person.
(vi) Transferability of shares: in stock exchanges
(vif) Permanent identity of the company: although directors may change.
(@x) Model of economic democracy: If the works of director is unfair he
> can be removed.

9.6.4 Disadvantages

- (i) Separation between ownership and control: The ownership of the
company vest in the hands of shareholders, while management is in
the hands of managers. who are paid and do not share profit.

_(_r'i)/ Dela) in decision: The joint-stock company cannot take quick yielding

(VPN S ———
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“» 5.8.2 Types of Cooperatives

Producer cooperatives, consumer cooperatives marketing, credn 50¢;

: ' > reanisation the motive :
farming are some examples of this type of org ! j ¢ of the,,
i 'ces cmbers and ng
societies is to provide maximum SETVICES to its member not to Mak,
profit.
. "1 Producer cooperatives: N | |
This type of cooperative organisation was initiated in France. Under thig

the workers make their own capital con ributign,

of cooperative organisation
d are themselves the owners of the b"""’fsx

to these fund of the concern an -
They elect the manager and other office bearers from amongst thejr o

rank. The capitalist is thus displaced under p_l'OdUCffS cooperation. Tb_c WOrker
not only own the business but also manages it thcms c!:cg thr.ou ch their electey
representatives. The profit accruing from business is distributed among (he
workers.

These cooperative society helps to eliminate class .struggle_ controls
wastages, promotes educational value. The disadvantages it promotes are-

(i) Deteoriation in the standard of management
(if) Inadequacy of Capital and

iif) Government Control. ’
Z(l“ onsumers Cooperatives:
This type of organisation was first introduced in Britain. The consumers
belonging to a particular locality get together to organise a cooperative society,
They make their own capital contribution. The society buys essential consumer
goods and directs them from the producers and sells them at market price to
the members as well as to the non-members. The profits made after a year are
then distributed among the member according to two criteria. They are:
(i) Capital contributed by the members.
(ii) Purchase made by members concerned.
Those persons who have made larger purchases will be entitled to large
portion of the profit. This has two advantages:
(/) It induces the members to purchase from the cooperatives store and
not from private trader. '
(if) It encourages more people to become member of the cooperative
-~ store.

(51
v

3. Credit Cooperatives:

This type of cooperatives was first started in Germany in the 19" century.
Thousands of Cooperative Credit Socigty have been started in India to meet
the credit requirement of the farmers. A number of farmers may join together
to form a Cooperative Credit Socicty. They may make small cash contributicn
by buying the shares of the socicty. This s the working capital of the society.
The society gives loans to its members against approved security at reasonable

>
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5.8.2 Types of Cooperatives

producer cooperatives, consumer cooperatives marketing, credit society,
farming are some examples ol this type of organisation. The motive of these
societies is to provide maximum services (0 its members and not to make
profit.

1. Producer Cooperatives: This type of cooperative organisation was
initiated in France. Under this type of cooperative organisation the workers
make their own capital contributions o these fund of the concern and are
themselves the owners of the business. They elect the manager and other office
bearers from amongst their own rank. The capitalist is thus displaced under
producers cooperation. The worker not only own the business but also manages
it themselves through their elected representatives. The profit accruing from
business is distributed among the workers.

The cooperative society helps to eliminate class struggle, controls wastages,
promotes educational value. The disadvantages it promotes are:
(/) Deteoriation in the standard of management. |
(i") Inadequacy of Capital and
(iif)y Government Control.

2. Consumers Cooperatives: This type of organisation was first introduced
in Britain. The consumers belonging to a particular locality get together to
organise a cooperative society. They make their own capital contribution. The
society buys essential consumer goods and directs them from the producers
and sells them at market price to the members as well as to the non-members.
The profits made after a year are then distributed among the member according
to two criteria. They are:

(/) Capital contributed by the members.

(i) Purchase made by members concerned.

Those persons who have made larger purchases will be entitled to large
portion of the profit. This has two advantages:

(i) It induces the members to purchase from the cooperatives store and
not from private trader.

(if) Itencourages more people to become member of the cooperative store.

3. Credit Cooperatives: This type of cooperatives was first started in
Germany in the 19" century. Thousands of Cooperative Credit Society have
been started in India to meet the credit requirement of the farmers. A number
of farmers may join together to form a Cooperative Credit Society. They may
make small cash contribution by buying the shares of the society. This is the
working capitai of the society. The society gives loans to its members against
approved security at reasonableyrate of interest. The primary objective of this
society is to protect the farmers from the money lender who charges high
interest rate. The principle of cooperation can be applied to any field of



ﬁ—.\%‘

Industrial I_(‘onmm
N C.
88 1

economic ACVILY 1o protect the weaker sg\.-qun ol ";(‘\-“‘.\‘"l‘l:"‘( DOPeTaty,
organisation js g Compromise between Capttalism and Sociatism. ’

The Cooperative has s drawback. It cannot run I:lq‘:’c \f .Inll- h.\_mm.“.
¢nterprise which requires specialised management and large capital iny, Hment

Joint sector: The joint sector implies the participatinn of \lml.h the
EOvernment and (e pavate sector in the business. Under I‘ln\' OrRanisation, 4
firm is owned and run jointly by the government and a private entreprencyy
The public ang the private sector work together under the same rool ;nyl Puta
Mutual checks op cach other. The best aspects of these two Ype of onganisations
are combineg together in the Interest of the public. Not more than SO% of
€quily can be owneg by the governmeny and financial institution together A
single privage INVEStor is no allowed 10 hold more than 25% of the equity of
the governmen of India. The advantages of the Joint-sector are (1) helps 1o
foster the industrial dey clopment with social justice, (if) It checks the growh
of monopoly angd malpractices in the business, (iif) It provides scope for
movement financig] \ 1ability and strengthm, (iv) It combines the best of both
the systems, (1) It makes nationahsations unnecessary,

There are some hmitations:

1. There may be conflict berw cen the two partjes,
2. It may lead to managenrial

autonomy making the
business.

owner passive jn

3.9 THE CHOICE OF THE OHGANISATIONAL FORM

The choice of the Organisational form js closely related (o the
owners. Itis very personal issue, the individy
the institutiona] requir

Objective of the
al investor should pe b
ements, economic Opportunities ang nisk ang un

of these ory

alancing
certainty

factors in his OWN perspective while making a choice anisational

form so as 10 assess the prospects of his business.

Qan
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Profit Maximisation Theory of August Losch.



*To get the maximum profit, as stated by
Losch, total consumption is important.
Higher the consumption rate, greater will be
the Erofit. In this case, he emphasized most
on the price reduction of the commodity.
Any decrease of price would automatically
stimulate the volume of consumption. This
can be illustrated by the following diagram.



*In this simple model, it is evident that when
price of the commodity drops from R to P,
the consumption increases from M to N.
The theory of August Losch considered
demand as a most important variable. The
fundamental objective behind the theory
was to find out the most profitable location
for industrial establishment



CONSUMPTION ——»
Fig. 4



http://cdn.yourarticlelibrary.com/wp-content/uploads/2016/01/clip_image002-48.jpg
http://cdn.yourarticlelibrary.com/wp-content/uploads/2016/01/clip_image002-48.jpg

*To determine the location of maximum profit,
Losch said, “The complexity stems from the fact
that, there is more than one geographical point
where the total demand of a surrounding district
is at a maximum,.......... We are thus reduced to
determine separately for every one of a number
of virtual factory location the total attainable
demand, and for similar reasons the best volume
of production as a function of factory price



*The greatest profit attainable at
each of these points can be
determined from the cost and
demand curves, and from this place
of greatest money profits, the
optimum location can be found”.



* Assumption. The area under consideration
should be an extensive homogenous plane
where raw materials are distributed evenly. s of
the Profit Maximisation Theory: 2. The
‘transport cost’ is uniform and directly
proportional in all the directions.

*3. The people inhabiting the region have a
general homogeneity either in taste, knowledge
and technical skill.



eeconomic and career building
opportunities are open and uniform
to all individuals.

5. The population distribution is
very even and the area is self-
sufficient in agricultural production.



*the models developed by Christaller
and Losch are very different
because they result in markedly
different systems. The permanent K
constraint in Christaller’s model
means that



*all places at the same level in a
hierarchy have the same business
types, and all higher-order places
must contain all the business types
contained in lower-order places.
Losch noted that this does not



eaccurately reflect the spatial
organization of central places in the
“real world.” Thus, the model developed
by Losch presents a less definite
hierarchical arrangement than does
Christaller’s. In the Loschian system,
settlements of the same size are not



*required to have the same arrangement of
business types, and higher order central places
do not need to have all the functions available in
lower-order places (although they will probably
tend to have most of them).

* Whereas central-place theory provides great
insights into the hierarchy of urban places, it has
shortcomings. For one thing, these models are
simply



edescriptive in nature. Additionally, they
do not take into account non-optimal
human decisions, and fail to consider
the historical process through which
capitalism developed as the framework
in which places come to positions of
dominance. Moreover, central-place



*theory deals only with relationships
between consumers and producers in a
region. It does not consider settlement
patterns that are the result of long-distance
trade between regions. Furthermore,
central-place theory rests on the
assumption of uniformity of space.



*Thank you



INDUSTRIAL ECONOMICS;




 |Introduction:

. In the process of economic growth,
production and productivity are the two
significant elements. Increase in productivity
in an essential factor for stepping up the
rate of economic growth especially in case of
an under developed country which suffers
from inadequacy of capital, raw material and
skilled manpower.



* Rise in productivity implies rise in
production which reflects rise in national
income and economic growth rate. In fact
rise in productivity is just not sufficient
index of rise in growth, rise in productivity
must be accompanied by reduction in
cost of production of every additional
unit. Expansion of output with minimum
input implies rise in productivity.



* The concept of productivity: (B.B.Lal)

. Productivity refers to measurable
relationship between well defined
output and input between the
production results and the relative
production agents in both the financial
and physical terms in relation to given
time and condition.



* Productivity refers to ratio
between production that is (total
output) and factor used in
production that is (input)



e Ewan Claugue productivity is a word
which we use broadly to express the
overall efficiency with which our
industries perform






e Russel. W. Fenske defines the term
productivity in five ways

* (i) Productivity is a form of efficiency

* (ii) Productivity is the utilization of
resources or effectiveness of utilization
of resources.



e (iii) Productivity is a ratio

* (iv) Productivity is a ratio (rather
than a phenomenon)

 (v) Productivity is a rate of return
(primarily in monetary terms)



* J.M.S. Risk defines productivity as
a physical ratio; it relates to the
quality of goods produced or
services given in comparison with
the quantity of resources
consumed.



* The international labour office
productivity as the ratio between output
and one of the factors of input is
generally known as the productivity of the
factors considered. This productivity means
the ratio between output and any of the
factors of production land, labour, capital
and organization.



*Thank you aal see you

all in next class:
VANKAAM.






Measurement of
productivity:



e productivity; refers to a relation
between output and input.

e 1.productivity = Net output

. Effort input



e 2.labour productivity = Net output

. Number of workers or
o Number of man hours
utilized

* Productivity of labour is thus a ratio between
output and labour used or number of man
hours utilized.



e 3.productivity of capital = Net output

* Net capital employed

. Net capital
employed

* |t is a ratio between output and capital
employed.



e 4. productivity of machine = Net output

. Total machine hours
worked



 5.Land productivity = Net output

. Number of hectares of
land

 Although productivity is measured in
terms of all factors of production, that is
output rises Iin proposition to rise In input.



* Although productivity is
measured in terms of all factors
of production, that is output
rises In proposition to rise In
Input.



e Labour is selected as most
important element to measure
the ratio of productivity. When
output per worker is increasing,
the economy would reflect rise
in national income and rise in
growth rate.



* Defects in measurement of
productivity

e 1.it isim possible to measure
productivity of service industries like
banking. Insurances etc. as the output
cannot be directly measurable interms
of physical unit.



e 2.it is difficult to measure productivity of
certain industries producing heterogeneous

products like chemical engineering, electric,
glass industries etc.

 3.it is not possible to take account of
invisible and intangible output or associated
services which may have no bearing on
current production.



* 4.the quality of labour force is not
uniform in nature and therefore
measurement based on labour force
lacks accuracy.

e 5.the difficulty involved in the
measurement of output is of technical
character.



* 6.it is difficult to bring long term
comparison. Though passing of time
techniques, method of production
changes which influences productivity.



*Thank you



* Tools of productivity

 1.use of scientific management
technique and practices.

e 2.work, time and motion studies for
scientifically determining better and
quickers ways of doing a job.



e 3.developing better human relations including
the modern concept of industrial sickness
between the employer and the employee.

* 4.provision of wages and bonus incentives,
adoption of collective bargaining, management
workers consultations, workers participation in
management training of workers and labour
welfare schemes.



e 5.adoption of standardization,
specialization and simplification
programes in the methods of
production.

e 6.adaption of control techniques
(including production and planning
control), cost control, quality control at
each level.



e 7.improvement in working
conditions, material handling and
plant layout etc.

* 8.selection and training of
personnel at the various levels of
management.



* Factors influencing industrial productivity
e 1.Technical factor:

. Technologically innovation plays an
important role in affecting productivity. The
application of mechanical power, introduction
of highly specialized and semi-automatic and
automatic machines.



* More efficient co— ordination and
integration of productive processes
specialization are the factors which
have contributed to the spectacular
advances in raising of productivity.



e 2.Financial factor:

. Finance plays a dominating role in
affecting productivity. Innovation can be
possible only where capital is available in
abundance. Adequacy of finance would help
to accelerate the pace of industrial
productivity especially where labour is scarce.



3.Natural factors:

1.agriculture industries,
e 2.extractive industries like coal,
* 3. mining,

e 4.physical output is determined by geological,
5.physical and topographical factors. Natural and
climatic factors exercises a vital influence on the
industrial productivity.



 4.Managerial factors:

. Present system of industrial production
management plays a vital role.

e 1.decision making

e 2.laying down policy



3.organising
4.planing

5.directing
6.controlling staffing
7.coordinating

8.getting goods produced and selling



e 5.social factors:

e The social —economic institution plays an
important role indirectly to promote
industrial productivity.

e 1.psychological attitude

e 2.behaviour of the investors



* 3.employers

* 4.workers

* 5.consumers

* 6.social values

e 7.attitude of pessimism

 Their attitude to adopt themselves to the
new innovative dynamic changes influences
productivity to a great extent.



e Thus the socio — economic factors such as
the role of decision making capacity of the

e 1.individuals or group of individuals,
e 2. property rights,
e 3.consumer’s sovereignty,

e 4. living condition,



e 5.standard of living of the people,
e 6. family system
e 7.religion

e 8.willingness to save etc may stimulate or
dampen the urge for higher industrial productivity.
Further psychological attitude and behavior of the
investor, employers, workers, and consumers. May
adjust or retard productivity.



e 6.Adminstrative factors

e The administrative and financial
policies of the industrial productivity.

 1.The government’s industrial policy

e 2.taxation



e 3.traiff policies influences the
productivity of industrial units.

e At times the policy of protectionism
may prove to be barrier to productivity
and at times it may be beneficial



e 7.Quality of labour force:

. The skill, experience, qualification,
intensity of work etc of the worker have
dominating pull in influencing the level of
industrial productivity.

 Wage, working condition, ability of worker
influence productivity.



e 8.Size of industrial unit:

e When other factors like technology,
labour etc remain at the same level large
scale unit as a rule should be more efficient
than the small scale unit. Generally large
units spend substantial sum of money on
scientific, technical and marketing research
which leads to greater productivity.



*Thank you






* Significance of productivity:

* Industrial productivity is a
statistical measurement on the
basis of which we are able to
measure compare, the industrial
capacity of various industrial units.



* Productivity indices reflect the industrial
capacity of industrialist.

* Productivity indices at the national level
have been used as an objective and
scientific measure for forecasting the
trends in the apparising the economic
condition and prospects.



* Industrial productivity is considered
as a barometer or bench — mark of
countries economic and industrial
advancement.

* On the national level, productivity
indices are used to evaluate
whether policy of



* protectionism or restriction should be
adopted, against a particular industry.
It also initiates the framers to decide
the taxation, industrial, fiscal policy,
along with social labour welfare
schemes in the limelight of industrial
productivity indices.



* Productivity indices also assits in
analyzing forecasting the economic
trends, in evaluating the influence of
technological changes on the volume
of production employment and in
allocation of natural, financial human
resources which would maximize
national welfare.



1. Helps to make comparative
analysis

2. Helps to make proper
allocative distribution of
resources



1. Helps the government to formulate
policies.

2. Helps to make an analytical appraisal of
performances of an industry.

3. Helps in initiation of cordial industrial

relations



*Thank you



* Industrial finance:
* There are two major dimensions
* 1.The sources of finance

e 2. Effective utilization



* A business firms takes decisions on
various issues of these two dimensions
of financing. Such decisions will have
widespread ramifications as the
activities of the firm are interrelated
and finance is involved in all of them.



* In making the choice of financing the
firm will examine all such possible
effects of the decisions on its
position and performance. There will
be similar effects of the decisions on
its position and performance. There
will be similar effects of utilization
side of finances on the



* performance of the firm. A firm having
greater proportion of liquid assets in its
financial structure may lose profitability.
On the other hand, too much fixed assets
may lead to a situation when the firm
experiences shortage of working assets
due to poor liquidity. Considering all such
possibilities , the firm has to maintain a



* proper balance in its assets, uses of
funds in the light of its objectives.
How financial decisions are made for
this as well as for procurement of
finances is a comprehensive subject
for study which is covered under
Business finance or financial
management.



e The need for finance:

. A firm, whether itis owned by n
individual proprietor or partners or
shareholders, undertakes business in
anticipation of future gain or return
from it. For setting up in business the
firm has to make advance expenditures
before it receives any return.



* The machines are to be
purchased, the factory space is to
be purchased or leased, raw
materials are to be bought and
wages and salaries are to be paid
to the employees for their services.



* The money which the firm
commits on its business is
expected to come back to the
firm in the form of return in due
course of time. The firm has to
wait for this. A farmer ploughs
and shows his fields months
before he reaps the harvest.



A transport company has to buy trucks
and motors and pay for petrol, labour, etc.,
before it gets paid for its haulage services.
Similarly, a manufacturer has to produce
goods before he can sell them. In some
industries goods are sold before they are
made but even in such industries















* Tools of productivity

 1.use o scientific management
technique and practices.

e 2.work, time and motion studies for
scientifically determining better and
quickers ways of doing a job.



e 3.developing better human relations including
the modern concept of industrial sickness
between the employer and the employee.

* 4.provision of wages and bonus incentives,
adoption of collective bargaining, management
workers consultations, workers participation in
management training of workers and labour
welfare schemes.



e 5.adoption of standardization,
specialization and simplification
programes in the methods of
production.

e 6.adaption of control techniques
(including production and planning
control), cost control, quality control at
each level.



e 7.improvement in working
conditions, material handling and
plant layout etc.

* 8.selection and training of
personnel at the various levels of
management.



* Factors influencing industrial productivity
e 1.Technical factor:

. Technologically innovation plays an
important role in affecting productivity. The
application of mechanical power, introduction
of highly specialized and semi-automatic and
automatic machines.



* More efficient co— ordination and
integration of productive processes
specialization are the factors which
have contributed to the spectacular
advances in raising of productivity.



e 2.Financial factor:

. Finance plays a dominating role in
affecting productivity. Innovation can be
possible only where capital is available in
abundance. Adequacy of finance would help
to accelerate the pace of industrial
productivity especially where labour is scarce.



Sargent Florence’s Theory of
Location:



e Definition:

* Professor Sargent has followed the
inductive method in formulating his
theory of location. Sargent’s theory is
more practical and realistic than that
given by Weber. After properly
analyzing statistical data, Sargent tried
to ascertain the tendency of location of
industries



* On the basis of production census he has
tried to find out the statistical measures
of location and has not accepted the
traditional view of the geographical
context, not the region or area as such
but the working population in that area is
more important. Sargent has used two
new concepts in his theory of location.

 Factors:



* On the basis of production census he has tried
to find out the statistical measures of location
and has not accepted the traditional view of
the geographical context, not the region or
area as such but the working population in
that area is more important. Sargent has used
two new concepts in his theory of location.

* Factors:



i) Location factor and
(ii) Coefficient of localization
) Location factor:

Location factor indicates the centralization or
otherwise of an industry. If the location factor index
is greater than unity, there is a tendency of
centralization; on the other hand, if it is less than
unity, the otherwise is true. In case of unity, a state
of evenness exists this indicates that there is
neither centralization nor decentralization.



The location
factor index
is calculated
by using the
following
formula:



<ers engaged in a particular industry of ar
f workers engaged in all industries in the

actor Index

of workers engaged in all industry with
No. of industries workers inthe country

ntage of workers engaged in a particuli

ion of total numbr of workers engaged
the total industrial workers of the




 We take an example to explain the use
of this formula. Suppose that the
population of industrial workers in a
country is 500; workers engaged in a
given area is 200 and workers engaged
in a particular industry (cement, etc.)
are 100.

* The location factor index will be
calculated in the following manner:



100x10
200

200
500
50

" 40

= 1.25

The index is greater than 1; therefore, the
industry appears to be centralized in that area.

~tion factor index=

or



* ii. Coefficient of localization:

* Coefficient of localization indicates the
propensity of concentration of industries.
This has no relation as such with the
area. If the percentage of workers over
different areas is also given in
percentage, the variance between the
two percentages is divided by 100 which
give the coefficient of location



* If this coefficient is zero, it will mean that
industries are evenly distributed over all the
areas; if the coefficient is unity or one, it
indicates concentration of industries in one
area. The coefficient being greater or less than
unity will indicate tendency of centralization or
decentralization respectively.

 The coefficient of localization can be calculated
in the following manner:



% of workers in _ % of workers in
Coefficient of . the area particular industry

» o




* Take an example:

* Suppose the percentage of
workers in the area is 90 and
those engaged in a particular
industry is 60. The coefficient
would be found out in this
mannetr.






* Since the coefficient of localization is
less than unity or one, industries have a
tendency of decentralization in that

Criticism of Sargent Florence’s Theory:
daread. .



Criticism of Sargent Florence’s Theory:
1. Ignorance of causes of location:

The theory tells only whether the industry is
centralized or decentralised but does not give
the causes of such a tendency.

2. Difficulty of knowing propensity of
localization:

It is difficult to know only on the basis of
coefficient of localization whether there is
propensity of centralization or decentralization.



3. Ignorance of favourable local conditions:

The theory does not care for the favourable local
factors influencing centralisation of industries.

4. Absence of knowledge of productive capacity:

The theory given by Florence emphasizes the
number of workers in calculating the index and
coefficient but ignores production. It is difficult
to know the productive capacity of different
areas. In spite of these deficiencies the theory at
least suggests a way to know the tendency of
localisation of industries.



*Thank you



Structure of industrial labour;



*There are 4 structural sectors in industrial
JJabours

*1 craft union

2 industrial union
*3 general union
*4 federations



e Craft unionism

* Craft unionism refers to a model of trade
unionism in which workers are organised based
on the particular craft or trade in which they
work. It contrasts with industrial unionism, in
which all workers in the same industry are
organized into the same union, regardless of
differences in skill.



https://en.wikipedia.org/wiki/Trade_union
https://en.wikipedia.org/wiki/Craft
https://en.wikipedia.org/wiki/Industrial_unionism
https://en.wikipedia.org/wiki/Skill

* Craft unionism is perhaps best exemplified by many of the
construction unions that formed the backbone of the
old American Federation of Labor (which later merged with
the industrial unions of the Congress of Industrial
Organizations to form the AFL—CIO). Under this approach,
each union is organized according to the craft, or specific
work function, of its members. For example, in the building
trades, all carpenters belong to the carpenters' union,
the plasterers join the plasterers' union, and
the painters belong to the painters' union. Each craft union
has its own



https://en.wikipedia.org/wiki/American_Federation_of_Labor
https://en.wikipedia.org/wiki/Congress_of_Industrial_Organizations
https://en.wikipedia.org/wiki/AFL%E2%80%93CIO
https://en.wikipedia.org/wiki/United_Brotherhood_of_Carpenters_and_Joiners_of_America
https://en.wikipedia.org/wiki/Operative_Plasterers'_and_Cement_Masons'_International_Association
https://en.wikipedia.org/wiki/International_Union_of_Painters_and_Allied_Trades

* union, and the painters belong to the painters'
union. Each craft union has its own administration,
its own policies, its own collective bargaining
agreements and its own union halls. The primary
goal of craft unionism is the betterment of the
members of the particular group and the
reservation of job opportunities to members of the
union and those workers allowed to seek work
through the union's hiring hall.



https://en.wikipedia.org/wiki/International_Union_of_Painters_and_Allied_Trades
https://en.wikipedia.org/wiki/Collective_bargaining_agreement

* This distinction between craft and industrial unionism was
a hotly contested issue in the first four decades of the
twentieth century, as the craft unions that held sway in the
American Federation of Labor sought to block other unions
from organizing on an industrial basis in the steel and
other mass production industries. The dispute ultimately
led to the formation of the Congress of Industrial
Organizations, which split from the AFL to establish itself as
a rival organization. The distinction between craft and
industrial unions persists today, but no longer has the
political significance it once had.



https://en.wikipedia.org/wiki/Labor_federation_competition_in_the_U.S.
https://en.wikipedia.org/wiki/Mass_production

* Craft unionism has receded in many industries as a result of
changes in technology, the concentration of ownership and
jurisdictional conflicts between craft unions. Craft unionism
has not, however, disappeared: it is still the norm in the
airline industry, survives despite much upheaval in the
construction industry, and even appears, in very muted
form, in some mass production industries, such as
automobile manufacturing, where skilled trades employees

have pressed their own agendas within the union.lcitation
needed]



https://en.wikipedia.org/wiki/Wikipedia:Citation_needed

*Industrial union,

etrade union that combines all workers, both
skilled and unskilled, who are employed in a
particular industry. At the heart of

industrial unionism is the slogan “one shop,
onhe union.”



https://www.britannica.com/topic/trade-union
https://www.britannica.com/topic/organized-labor

*Today few unions are organized uniquely on
a craft or industrial basis. Instead, large
industrial unions may set up special
divisions for particular occupational groups
within their jurisdictions, and craft unions
may become industrial as they organize
additional nonskilled workers in new
industries.



. organized labour: Establishment of industrial unionism

* With the onset of the Great Depression in 1929, the balance of forces in the
United States shifted dramatically. To begin with, national politics became more
favourable to organized labour. Partly for ideological reasons, partly because of
labour’s increasing influence on the Democratic...

organized labour: Breakup of the postwar settlement: Inflation, neocorporatism,
and restructuring

* For this, industrial unions that could avail themselves of established systems of
industrial democracy and codetermination seem to have been particularly well
placed. Indeed, German and Scandinavian unions in particular may actually have
contributed to the quality-competitive restructuring of their economies by, on
the one hand, foreclosing...



 organized labour: Breakup of the postwar settlement: Inflation,
neocorporatism, and restructuring

e For this, industrial unions that could avail themselves of established
systems of industrial democracy and codetermination seem to have
been particularly well placed. Indeed, German and Scandinavian
unions in particular may actually have contributed to the quality-
competitive restructuring of their economies by, on the one hand,
foreclosing...



* labour economics: Trade unions and bargaining areas

e ...divide up until they form industrial unions each
embracing all the manual workers in a given industry,
as the Swedish unions have done, or to enter into
confederations that provide all the unions having
members in a given industry with a common front for
the purpose of bargaining—the course followed...



* General Union

*The General Union is under the umbrella of
the National Union of General Workers, which
is itself part of the National Trade Union

Council (Zenrokyo) one of the three major trade
union federations in Japan.



https://en.wikipedia.org/wiki/National_Union_of_General_Workers
https://en.wikipedia.org/wiki/National_Trade_Union_Council_(Japan)
https://en.wikipedia.org/wiki/Labor_unions_in_Japan

*Structure of the union[edit]

*The general union consists of three main areas,
the Industrial and Commercial Sector,
the Schools and Colleges Sector, and the Private
Language Industry Sector.


https://en.wikipedia.org/w/index.php?title=General_Union&action=edit&section=7

*Industrial and Commercial Sector|edit]

*This area of the GU is focused on workers in
factories and other industrial employment. It
consists of the General Branch, the South
American Branch, and the Shinobu Foods
Branch. The South American branch is currently

active at many workplaces including Fuso and
Daisen Kosakusho



https://en.wikipedia.org/w/index.php?title=General_Union&action=edit&section=8
https://en.wikipedia.org/wiki/Mitsubishi_Fuso_Truck_and_Bus_Corporation

* Schools and Colleges Sector[edit]

* This area of the GU is focused on workers employed
in schools and universities. The GU has members at
many workplaces, including Ashiya Gakuen High
School,l8l Himeji Dokkyo University, Kansai Gaidai
University,2l Kun'ei High School,'2% Osaka
Gaigo,l11 Ritsumeikan University,!12l Kobe Shoin
Women's University,23l and Osaka University.[14l



https://en.wikipedia.org/w/index.php?title=General_Union&action=edit&section=9
https://en.wikipedia.org/wiki/General_Union#cite_note-8
https://en.wikipedia.org/wiki/Himeji_Dokkyo_University
https://en.wikipedia.org/wiki/Kansai_Gaidai_University
https://en.wikipedia.org/wiki/General_Union#cite_note-9
https://en.wikipedia.org/wiki/General_Union#cite_note-10
https://en.wikipedia.org/wiki/General_Union#cite_note-11
https://en.wikipedia.org/wiki/Ritsumeikan_University
https://en.wikipedia.org/wiki/General_Union#cite_note-12
https://en.wikipedia.org/wiki/Kobe_Shoin_Women's_University
https://en.wikipedia.org/wiki/General_Union#cite_note-13
https://en.wikipedia.org/wiki/Osaka_University
https://en.wikipedia.org/wiki/General_Union#cite_note-14

* Private Language Industry[edit]

* This area of the GU is focused on the teaching of
language in the private sector, including workers
at eikaiwas and working as ALTs. Amongst other
companies it has members at Berlitz
Japan,t3l Interac,!2%l Gaba,!2’l Nova,!18 OTC, Epion,12l
the British Council,2% ECC,21l Panasonic Excel
International, Coco Juku!??! and Peppy Kids Club.[23l



https://en.wikipedia.org/w/index.php?title=General_Union&action=edit&section=10
https://en.wikipedia.org/wiki/Eikaiwa
https://en.wikipedia.org/wiki/Assistant_Language_Teacher
https://en.wikipedia.org/wiki/Berlitz_Japan
https://en.wikipedia.org/wiki/General_Union#cite_note-15
https://en.wikipedia.org/wiki/Interac_(Japan)
https://en.wikipedia.org/wiki/General_Union#cite_note-16
https://en.wikipedia.org/wiki/Gaba_Corporation
https://en.wikipedia.org/wiki/General_Union#cite_note-17
https://en.wikipedia.org/wiki/Nova_(eikaiwa)
https://en.wikipedia.org/wiki/General_Union#cite_note-18
https://en.wikipedia.org/wiki/Epion
https://en.wikipedia.org/wiki/General_Union#cite_note-19
https://en.wikipedia.org/wiki/British_Council
https://en.wikipedia.org/wiki/General_Union#cite_note-20
https://en.wikipedia.org/wiki/ECC_(eikaiwa)
https://en.wikipedia.org/wiki/General_Union#cite_note-21
https://en.wikipedia.org/wiki/Coco_Juku
https://en.wikipedia.org/wiki/General_Union#cite_note-22
https://en.wikipedia.org/wiki/Peppy_Kids_Club
https://en.wikipedia.org/wiki/General_Union#cite_note-23

*Berlitz branch[edit]

*The GU branch of Berlitz Japan was founded
in 1993, and since that time has won a
number of improvements for teachers
including: Unemployment
Insurance and Workers Accident
Compensation Insurance enrollment for ma



https://en.wikipedia.org/w/index.php?title=General_Union&action=edit&section=11
https://en.wikipedia.org/wiki/Berlitz_Japan
https://en.wikipedia.org/wiki/Unemployment_insurance_(Japan)
https://en.wikipedia.org/wiki/Workers'_Accident_Compensation_Insurance_(Japan)

* teachers. Health and Pension Insurance (shakai hoken)
enrollment for those who work over 30 hours per week.
Paid holidays for MG and per lesson teachers. Premium pay
of 25% overtime and 35% for work on a set rest day. The
right to refuse work on set rest days or national holidays.

A pre-consultation agreement with the union before
terminating, transferring or changing the working
conditions of any union member. Resolving various
grievances dealing with dismissals, health insurance, unfair
treatment of teachers.24]

e Coco Juku branch[edit]



https://en.wikipedia.org/wiki/Pre-consultation_Agreement_(Japan)
https://en.wikipedia.org/wiki/General_Union#cite_note-24
https://en.wikipedia.org/w/index.php?title=General_Union&action=edit&section=12

 Ffederation

* ederation of Indian Industry (Fll), a not-for-profit
organization, Is an advisory interface between the
Government and Industries. A creation of
Industrialist & Philanthropist, Mr.Deepak Jain, with
an objective to provide a structured and
comprehensive advise and information to Indian
Entrepreneurs, Foreign Investors and Government
on busine



e environment, prevalent laws, operational intricacies,
and implementable solutions. Fll offers a platform
for networking and relationship building within and
across the industrial sectors, polToday, the
opportunities to expand internationally are better
than they ever have been before. Conducting
business globally has become an essential part of
the overall strategy for many businesses. Fll
advices on vital information related to Government
Incentives, tax



* |laws, customs regulations, and culturallfpolltlcall
business environment of the host One of our
objectives is to help various State Governments
by emphasizing the areas of business regulation
that need attention; underlining a few
unproductive, redundant, wasteful processes &
laws already prevalent in the system and
suggesting possible alteration'in Laws &
Processes for the progression and nurturing of
the business-friendly envcountry.icy maFll is
equipped to advise on multiple investment location
options for a business project like,




« special economic zones, country specific zones, industrial
estates, etc. We are also enabling investors to overcome
deferrals in getting licenses, company incorporation, land
acquisition, The Global investors are watching India with a
great interest after the launch of “Make in India” initiative by the
Indian Prime Minister, Shri Narendra Modi. At Fll, we advise and
extend our assistance to ensure a smooth sailing for the
Government /Companies across the globe to make investment
and set up factories and expand their facilities in India.and other

necessary procedures & approvals.kers, and the International business
fraternity.



*Thank you



Weber’s Theory of Location of
Industries



* this theory is based on the ‘least cost
principle’ which is used to account for
location of a manufacturing industry. The
theory is based upon a single, isolated
country with homogeneous conditions. Some
of the natural resources in this setting are
found everywhere, while some have fixed
locations




* The workforce has fixed locations.
Transportation costs, in this situation, are a
function of cargo weight and the distance.
Demand is uniform throughout for all
products, hence, there is uniform price for all
products at all locations. The theory claims
that the costs will get influenced by
transportation costs, labour costs and by the
agglomeration factor.




Role of Transportation Costs:

1. A one market, one raw material condition
gives rise to three situations.

i) Raw Material Available Everywhere:

The best location in this situation is the
market, as that will simply eliminate the
transportation costs for the manufacturing

unit.




e (ii) Raw Material Fixed, And Pure:

e The manufacturing unit, in this case, should
be located either at the market or at the
source.

e (iii) Raw Material Fixed And Gross (I.E. It
Loses Weight On Processing The best location
will be at source.




* 2. A one market, two raw materials (R,, R,)
condition gives rise to four situations.

* (i) Both R, and R, are found everywhere:
here, the best location will be at the market,
as in that case, lowest transportation costs
would prevail




* (ii) R, is fixed, R, is found everywhere, both
are pure: the best location would be at the
market, because then, transportation charges
for R, only will have to be paid.

» (iii) Both R;and R, are fixed and pure: the
best location will be at the market, because
in that case lowest aggregate transportation
charges will prevail.




—(iv) Both R, and R, are fixed and
gross: this is a complex situation,
for which Weber introduced the
“locational triangle”. Two raw
materials—R, and R,—and
market (M) form




* the three modes of this triangle. The
transportation charges are a product of the
cargo weight and the distance carried by
transportation. Thus, a pull is being exerted
on the location by each of these three
modes. It is seen that the weight-losing
manufacturing processes like iron smelting
tend to be located near the source of raw
materials, while the weight-gaining ones like

baking tend to be located near the market
(Eic 10 79?8)




* Role of Labour Costs To determine the role of
locational pattern of labour force on manufacturing
location, Weber’s locational triangle is placed in
concentric pattern of rising transportation costs
outwards from the centre (Fig. 10.25). It is assumed
that the labour force is dispersed outwards and the
distance from the centre represents savings on
account of labour costs decrease and a point (L)
comes where the savings on labour cost overcome

the handicap of rising




e transportation costs. This is @ more profitable
location than ‘F which is the lowest
transportation cost location.

* Role of Agglomeration:

* The coming together or agglomeration of
industries offers cuts in production costs if
two or more industries operate in the same
location (Fig. 10.25).
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* Figure 1 shows the situation in which the
processing plant is located somewhere
between the source and the market. The
increase in transport cost to the left of the
processing plant is the cost of transporting
the raw material from its source. The rise in
the transportation cost to the right of the
processing plant is the cost of transporting
the final product. Note the line on the left of

the processing plant has a steeper slope than
+the nne nn the richt



* Figure 2 shows the situation if the processing
plant is moved closer to the source of raw
material. Note that the transport cost of the
final product delivered to the market is lower
than in the previous location. The
transportation cost for the product delivered
to the market will be lowest of all if the
processing plant is located at the source of
the raw material, as shown in Figure 3.
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 The weight gaining case is illustrated in
Figures 4, 5 and 6. The optimal location of the
processing plant in this case is at the market.
Weber established that firms producing
goods less bulky than the raw materials used
in their production would settle near to the
raw-material source. Firms producing heavier
goods would settle near their market. The
firm minimizes the weight it has to transport
and, thus, its transport costs.



*Thank you



