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DECENTRALIZATION OF INDUSTRIES AND BALANCED REGIONAL GROWTH 

 
Industrial decentralization in India refers to the dispersal of industrial activities from urban 
centers to smaller towns and rural areas. This strategy aims to promote balanced regional 
development, reduce congestion in urban areas, create employment opportunities in rural 
regions, and utilize local resources efficiently. Here are some detailed notes on industrial 
decentralization in India: 
 
Background: 

• Historical Centralization: India's industrialization initially centered around a few urban 
hubs like Mumbai, Kolkata, and Chennai due to historical factors, colonial policies, and 
subsequent post-independence industrialization plans. 

• Imbalance: This centralization led to regional imbalances with certain states and areas 
becoming significantly industrialized while others remained underdeveloped. 

 
Reasons for Decentralization: 

1. Balanced Regional Growth: 
• To reduce regional disparities and promote growth in economically weaker 

regions. 
• For example, the North Eastern region, Jharkhand, Odisha, etc., have seen efforts 

to attract industries. 
2. Utilization of Local Resources: 

• Decentralization allows for the utilization of local resources like minerals, agro-
products, and skilled labor available in rural areas. 

• For instance, the establishment of food processing industries near agricultural 
belts. 

3. Employment Generation: 
• Industries in rural and semi-urban areas can create employment opportunities 

locally, reducing migration to urban centers. 
• The "Make in India" campaign has also focused on this aspect. 

4. Reducing Urban Congestion and Pollution: 
• Decongesting major cities and reducing environmental pressures by spreading 

industrialization. 
• For instance, initiatives to promote electronics manufacturing in smaller towns. 

 
Initiatives and Policies: 

1. Industrial Corridors: 
• Projects like the Delhi-Mumbai Industrial Corridor (DMIC) and Chennai-Bengaluru 

Industrial Corridor (CBIC) aim to create industrial nodes along their length, 
spreading industrialization. 

2. Special Economic Zones (SEZs): 
• SEZs offer tax incentives and infrastructure support to attract industries to 

specific regions. 
• Examples include the SEZs in Gujarat, Maharashtra, Andhra Pradesh, etc. 
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3. MSME Focus: 
• Government schemes like the MSME Cluster Development Programme and 

Credit Guarantee Scheme for Small Industries aim to promote decentralized 
industrial growth. 

4. Infrastructure Development: 
• Improving connectivity with highways, railways, and ports to make remote areas 

accessible for industries. 
• For example, the Bharatmala Project for road connectivity. 

 
Data and Examples: 

• Growth of MSMEs: 
• According to the Ministry of MSME, the number of registered MSMEs has grown 

significantly, reaching around 2.14 crore units. 
• These MSMEs are spread across various states, contributing to local 

industrialization. 
• SEZ Data: 

• As of recent data, India has more than 240 SEZs operational, with a significant 
number in states like Maharashtra, Tamil Nadu, Karnataka, etc. 

• These zones have attracted substantial investments and generated employment 
in their respective regions. 

• Regional Shifts: 
• Industries like textiles, food processing, and electronics have started shifting to 

smaller towns and rural areas. 
• For instance, textile units in places like Tirupur (Tamil Nadu) and Surat (Gujarat) 

are examples of decentralized industrial growth. 
Challenges: 

1. Infrastructure Deficit: 
• Rural areas often lack adequate infrastructure, which can hinder industrial 

growth. 
• Power supply, transportation, and logistics need improvement. 

2. Skilled Labor Availability: 
• Industries require skilled manpower, which might be lacking in remote areas. 
• Initiatives like Skill India aim to address this challenge. 

3. Policy Implementation: 
• Ensuring effective implementation of policies and initiatives at the grassroots 

level. 
• Regulatory hurdles and bureaucratic delays can deter industrialists from investing 

in smaller towns. 
4. Market Access: 

• Access to markets and distribution networks can be limited in rural areas, 
affecting the viability of industries. 

• E-commerce platforms are helping bridge this gap to some extent. 
Conclusion: 
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Industrial decentralization in India is a multi-faceted strategy aimed at achieving balanced 
regional growth, utilizing local resources, and creating employment opportunities in rural areas. 
While progress has been made with initiatives like SEZs, industrial corridors, and MSME support, 
challenges like infrastructure deficits and skilled labor shortages persist. Continued focus on 
addressing these challenges while leveraging India's diverse resources and markets will be 
crucial for successful industrial decentralization and balanced economic growth. 
 
 
Why Bihar has not been able to reap the benefits of Decentralisation of Industries. 
 
Bihar, a state in eastern India, has faced challenges in reaping the benefits of industrial 
decentralization despite efforts to promote balanced regional growth. Several factors contribute 
to why Bihar has not been able to fully leverage decentralization of industries: 
 
Infrastructure Deficiencies: 

1. Power Supply: 
• Bihar has historically struggled with inadequate power supply, hindering 

industrial growth. 
• Irregular electricity availability affects the operation of industries, making them 

less competitive. 
2. Transportation: 

• Poor road infrastructure and connectivity make it difficult to transport goods in 
and out of the state. 

• Lack of efficient logistics raises operational costs for industries. 
3. Water and Sewage: 

• Industrial units require reliable water supply and proper sewage facilities, which 
are often lacking in Bihar. 

• This affects the establishment and sustainability of industries, especially in 
sectors like textiles and food processing. 

Skilled Labor Shortage: 
1. Education Levels: 

• Bihar faces challenges in education, resulting in a shortage of skilled labor. 
• Industries require trained personnel, which are often not readily available in the 

state. 
2. Migration: 

• Bihar has a history of significant outmigration, where skilled workers leave the 
state for better opportunities. 

• This brain drain reduces the pool of skilled labor for industries within Bihar. 
 
Land Acquisition and Regulatory Hurdles: 

1. Land Acquisition: 
• The process of acquiring land for industrial purposes can be cumbersome and 

lengthy. 
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• Bihar has faced issues with land acquisition for industrial projects, leading to 
delays and increased costs. 

2. Regulatory Challenges: 
• Complex regulatory procedures and bureaucratic hurdles can deter investors 

from setting up industries in Bihar. 
• Inefficient bureaucracy and corruption in the approval process also contribute to 

delays. 
 
Social and Political Factors: 

1. Law and Order: 
• Instances of law and order problems in Bihar have affected the perception of the 

state as a safe investment destination. 
• Industries require a stable environment for operations, and security concerns can 

discourage investments. 
2. Political Instability: 

• Bihar has seen political instability in the past, which can create uncertainty for 
businesses. 

• Changes in government policies and lack of long-term vision can deter investors. 
 
Lack of Industrial Clusters: 

1. Absence of Industrial Zones: 
• Bihar lacks well-developed industrial zones and clusters like those seen in other 

states. 
• These zones provide necessary infrastructure and a conducive environment for 

industries to thrive. 
2. Limited Diversification: 

• The industrial base in Bihar is limited, with a focus on traditional sectors like 
agriculture and small-scale industries. 

• Lack of diversification into emerging sectors reduces the attractiveness for new 
industries. 

 
Examples and Data: 

• Industrial Growth Rates: 
• Bihar's industrial growth rate has been lower compared to national averages, 

indicating challenges in industrial development. 
• As per government data, Bihar's industrial growth rate was around 6.8% in recent 

years, lower than the national average. 
• Investment Data: 

• Investment inflow into Bihar for industries has been modest compared to other 
states. 

• Limited investments in sectors like manufacturing, IT, and infrastructure show the 
challenges in attracting industrial projects. 
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Initiatives and Potential Solutions: 
1. Improving Infrastructure: 

• Investments in improving power supply, roads, and water infrastructure are 
crucial for industrial growth. 

• Initiatives like the Bihar Industrial Infrastructure Development Corporation 
(BIIDC) need to be strengthened. 

2. Skill Development: 
• Focus on skill development programs to bridge the gap in skilled labor. 
• Vocational training centers and collaborations with industries can help in creating 

a skilled workforce. 
3. Streamlining Regulations: 

• Simplifying regulatory processes and ensuring transparency can attract more 
investors. 

• Efforts to reduce red tape and bureaucratic hurdles are essential. 
4. Creating Industrial Zones: 

• Developing industrial parks and clusters with necessary infrastructure can attract 
industries. 

• Learning from successful models in other states can guide Bihar in creating 
conducive environments for industries. 

5. Promoting Diversification: 
• Encouraging diversification into new sectors such as renewable energy, 

electronics, and pharmaceuticals can boost industrial growth. 
• Incentivizing industries in these sectors can attract investments and create 

employment opportunities. 
Conclusion: 
Bihar's challenges in reaping the benefits of industrial decentralization are multi-faceted, 
ranging from infrastructure deficiencies and skilled labor shortages to regulatory hurdles and 
limited diversification. Addressing these challenges requires a concerted effort from the 
government, industry stakeholders, and policymakers. By improving infrastructure, focusing on 
skill development, streamlining regulations, creating industrial zones, and promoting 
diversification, Bihar can enhance its industrial landscape and attract investments for 
sustainable growth. 
 


