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INTRODUCTION 

I, the Chairman of the Estimates Committee having been authO
rised by the Committee, present this Forty-Seventh Report of the 
Estimates Committee on action taken by Government on the recom
mendations. contained in the Thirty-Fifth Report of the Estimales 
Committee (Fifth Lok Sabha) on the Ministry of Industrial Deve
lopment-Small Scale Industries. 

2. Thirty-Fifth Report of the Estimates Committee was present
ed to the Lok Sabha on the 30th March, 1973. Government fur
nished their replies indicating action taken or proposed to be taken 
on the recommendations contained in that Report on the 27th 
October, 1973. The replies were examined by Study Group 'E' of 
the Estimates.Committee (1973-74) at their sitting held on the 3rd 
December, 1973. 

3. The draft Report was adopted by the Estimates Committee 
(1973-74) on the 10th December, 1973. 

4. The Report has been divided into the following Chapters:-

I. Report. 

II. Recommendations which have been accepted by Govem
ment. 

III. Recommendations which the Committee do not desire to 
pursue in view of the Government's replies. 

5. An analysis of the action taken by Government on the recom~ 
mendations contained in the ThIrty-Fifth Report of the Estimates 
Committee (Fifth Lok Sabha) is given in Appendix. It would be 
observed therefrOl;n that out of 55 recommendations made in the 
Report, 50 i.e. 91 per cent have been acceptec} by the Government; 
the Committee do not desire to pursue 5 recommendations i.e. 
9 per cent in view of Government's replies. 

NEw DELHI; 

February, 1974. 

Magha 12, 1895 (Saka) 

\ (vii) 

R. K. SINHA, 
Chair'1l'Wln, 

Estimates Committee. 



CHAPTER I 

REPORT 
, 

Data and Registratio'n-need fO,r survey-(Sl. No,. 12, Para No,. 2.42) 

The Committee had, in para 2.42 of their 35th Report (Fifth Lok 
Sabha) on the Ministry of Industrial Development-Small Scale In
dustries, noted that at present there is no Act for compul3orv regis
tration of Small Scale Industries an'd that there are consider~bie de
lays in their registration. They were given to understand that a Com
mittee which was constituted by the Government under the Chair
manship of Shri A. R. Bhatt to study this question had submitted its 
Report. The Committee, while noting that the Report was under 
consideration of the Government in consultation with the State Gov
ernments, had urged the Government to expedite their decision in 
the matter so that reliable statistical data regarding the SmaU Scale 
industries which is badly ~eeded, could be elilsily collected. 

2. In their reply, Government have stated that various recommen
dations of the Bhatt Committee Report are under consideration of the 
Government in consultation with the concerned Departments. They 
have added that efforts will be made to further expedite the conside
ration and arrive at the decision in respect of suitable recommenda
tions contained in the Report. 

3. The CGmmitt'ee regret the delay in arriviug at the decisions Gn 
the recGmmendatiGns Gf the Bhatt Co'mmittee Report which was sub
mitted to, Government in September, 1972 and would urge Govern
ment t6 expedite them with6ut further 16SS 6f time. It should also' 
be ensured that effective measures are taken immediately to. imple
men't the decisi6ns. The Committee WGuld like t6 be infGrmed of 
the actiGn taken in this matter within three mGnths. 

Implementation of recommendations: 

• 4. The C6mmittee w6uld like to. emphasise that they aftach the 
greatest impo'rtance to the implementatiGn O,f their recGmmendatio'ns 
accepted by the Go'vernment'. They wO,uld, therefore, like the Go-
vernment to. keep a close watch SOl as to. ensure expeditiO,us imple
mentati6n O,f the reco'mmendations accepted by them. In cases where 

. it is nDt possible to, implement the recO,mmendatiO,ns f6r any reaSGn 
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the matter should be reported to the OiHnmitt'ee within three months 
with reasons for non-implementation. 

S. The Committee desir~ tha~; fu~Hier information where called 
for in respect of recommendations included in Chapters II and III may 
be intimated to the Committee expeditiously. 



CHAPTER II 

RECOMMENDATIONS WHICH HAVE BEEN ACCEPI'ED BY 
GOVERNMENT 

Reeo.tmnendation (Sr. No.1, Para No. 2.12) 

The Committee attach the greatest importance to the development 
of small scale in,dustry as it is one of the best suited instruments 
for decentralised\development and growth, encouragement of new 
entrepreneurs, channels of employment and in general, contribut'ion 
towards the growth of economy in the area as a whole. The Com
mittee have later in this report elaborated on the pre-requisites for 
the development of small scale sector such as realistic policy formu
lation to ensure that the principles laid down in the Industrial Policy 
Resolutions are implemented in . letter and spirit, development of 
infra structures including availability of power, dependable means of 
communication, trained manpower, allocation of raw-materials parti
c~arly controlled or scarce raw-materials, linking of small scale in
dustries with medium scale and larger units particularly those in the 
public sector, expansion of credit facilities on equitable. terms. The 
Committee have no doubt that if Government agencies dealing with 
small scale industries take up their duties and responsibilities in a 
spirit cif dedication to afford assistance for development rather than 
imposing constraints, the Small Scale Industry will come into its own 
and pave the way for decentralised development of economy which 
is the growing need of the country. 

Reply of Government 

The Recommendation is accepted. In fact the entire policy of 
development of small scale industries is evolved keeping in view the 
advantages mentioned in. this Recommendation. Su~table steps have 
been taken to provide pre-requisites for the developme11t of small 
scale' units like policy measures including reservation. development 
of infrastructure including power; allocation of raw materials parti
cularly controlled and scarce materials; development of small scale 
units as ancillaries to large scale units, etc, have already been adopt
ed to foster the growth of small industry sector. As and when some 
difficulties or problems in these matters come to the notice of the 
Government, suitable steps are taken wherever necessary in consul
tation with the concerned State Governments to provide necessary 
measures for solving those problems. Similar measures have also 

3 
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been suggesteu for inclusion in the Fifth Five Year Plan by the Task 
Force Committee. These are under consideration in consultation with 
the Planning Commission. 

However small scale units are still facing difficulties in obtaining 
scarce categories of raw materials both imported and indigenous. 
This is one of the major handicaps for development of small' scale 
industries in the country. The Small Scale Industries Development 
Organisation has made concerted efforts with the result that the allo
cation in different types of raw materials has increased but this has 
not been sufficient to meet the requirement of the small scale units 
even to the extent of 50 per cent. 

Regarding imported raw materials, the Government has accepted 
in principle that the material will be given to the large and small 
scale sectors on an equitable basis. But in view of certain constraints 
it has yet not been found possible t~ implement it. The small 
scale units continue to get raw materials. based on single shift basis 
while priority industries in the large scale sector get on three-shift 
basis. In case of non-ferrous metals the small scale sector is getting 
40 percent of the value of the machinery installed subject to Rs. 1 
lakh notwithstanding their installed cap~city. 

The Estimates Committee has rightly stated the need for decent
ralised development and growth, encouragement to new entrepre
neurs, etc. for which small scale ancillary industries would be ideally 
suited. In the field of ancillaries, efforts are being made to ensure 
that the instructions and guidelines issued by the Bureau of Public 
Enterprises, Ministry of Finance are implemented by the Public 
Sector Undertakings, which would help to foster development of 
small industry sector on lines envisaged by the Estimates Committee. 

[Ministry of Industrial Development O.M. No. 1(35)173-SSI(1) 
dated 20-10-1973] 

Recommendation (Sr. Nos. 2, 3, & 4 Para No. 2.13, 2.14 & 2.15) 

The Committee note that in the mo.:dern industrial sector, 38 per 
cent of the total industrial production and 41 per cent of the employ
ment is in the Small Scale sector and a little loss than 50 per cent 
ot' the value added in industrial production is stated to originate in 
the ~~all scale industries. 

Considering the vast potential of the small scale industries in 
liIolving the gignatic unemployment problem facing the country as 
well as the need for rapid development of backward areas to solve 
regIOnal disparities, the Committee cannot too strongly stress the 
need for' full utilisation of this potential efficiently by accf'lerating 
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the development of small scale industries. What is required is a set 
of policies that would remove the existing constraints in the deve
lopment of these industries like shortage of raw materials, in
adequate credit facilities, marketing problems, etc., and would en
courage efficiency of their operations. 

The Committee would therefore like the Government to formulate 
the proposal for the Fifth Five Year Plan keeping these aspects pro
minently in view. The schemes to be included in the Fifth Five 
Year Plan should, inter alia aim at providing employment opport
unities to a larger number of people, particularly to the educated u~ 
employed. In this connection it would be of advantage if a package 
programme to provide assistance to the educated employed in setting 
up their own small scale units is formulated and implemented by 
keeping a continuous watch on the progress made in this regard. 

Reply of Government 

The Recommendations are accepted. The potential of small scale 
sector in solving the unemployment problem and in achieving rapid 
development of backward areas has already been recognized and 
suitable schemes have been initiated (i) to encourage educated un
employed particularly young engineers to set up small scale industries 
and (ii) to provide incentives for small industrialists to set up its 
units in the backward areas. The other contraints like shortage of 
raw materials, inadequate credit facilities and marketing problems 
are being SQught to be solved through separate but integrated pro
grammes. A separate prefrential quota of raw materials is allocated 
to units set up in the Rural Lndustries Project. In the matter of credit 
facilities also the financial institutions under the leadership of the 
Reserve Bank of India have come forward with special schemes for 
units to be set up in backward areas. 

The Task Force Committee which prepared programmes for in
clusion in the Fifth Five Year Plan suggested that the small industry 
sector should provide job opportunities to 2 million workers during 
the Fifth Plan period ihrough 2 lakh new units. It is expected that 
the bulk of these units say 1,00,000 would be set up in the baokward 
areas. A package programme of assistance to educated unemployed 
has already been evolved and is being implemented in many States. 
The implementation of these schemes is also being revised from time· 
to time and suitable guidance is being given at the all-India level for 
the more rapid implementation of these programmes. 

[Ministry of Industrial Development O.M. No. 1(35)113-SSI(1) 
.. dated 20-10-1973] 
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Recommendation (Sr. No.5 Para No. 2.16) 

Since most of the development work with regard to small scale 
industries has been concentrated in and around a few big cities and 
i~portant industrial centres, leaving a sizable part of the co.untry 
still in grip of backwardness, the Committee would stress that in the 
Fifth Plan particular emphasis should be laid by Government o.n the 
development of backward areas by providing special incentives and 
concessio.ns fo'r the setting up of small scale industries in tho.se areas 
so that regional imbalances are narrowed down to the maximuni 
extent possible. 

Reply of Government 

The Government accepts the Recommendation. In the initial 
stages of the small industry development pro.gramme, mo.st of the 
new small scale units came up in and around fOUT big cities. But 
efforts have all the time been made' to indu~~ small scale industria
lists to. set up their units in the comparatively smaller towns and 
backward areas. It has, however, been found that the efforts did 
not bear the desired degree of success. The Go.vernment, therefore, 
tOQk vario.us measures like allocation of a percentage of funds ear
marked for small scale industries to rural and backward areas, crea
tion of Rural Industries Projects, etc. But the results were not 
co.nsidered quite satisfactory. Therefore two working Groups were 
appo.inted (i) to evolve criteria for determining the backward areas 
alld (ii) to suggest fiscal incentives for industrialists in the selected 
backward areas. The RE'commendations of these two Working 
G~oups have been accepted by the Government. The main incentives 
now available for attracting industries in the backward areas are the 
following: (a) 15 per cent subsidy and capitail investment (b) trans
port subsidy on raw materials and finished goods in certain remote 
areas (c) provision of loans at concessional rates of interest by terrri
l~nding institutions. In addition to the above, small scale units in 
the backward areas are given liberal treatment for import of machi
nery, raw materials, spares, etc. Priority treatment is given by 
Natio.nal Small Industries Corporation to applications for hire pur
chase of machinery to units located in the districts eligible for 15 
per cent subsidy. 

In view of the urgent need to promote the growth of more and 
more small scale units in the backward areas, the Task Force Com
mittee o.n ,small Scale Industries for the Fifth Five Year Plan recom
mended a target of 1,00,000 small scale industrial units with an em
ployment potential of 7.5 lakhs persons in the selected backward 
districts gnd Rural Industries Projects areas. 
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These proposals are now under considerati<m in consultation with 
the P1aIUling C!::ommission. If, however, it is foUnd that these in" 
centives are not adequate the Government would consider the pro
vision of more incentives to industrial units particularly small scale 
industrial units in the backward areas. 

tMinistry of Industrial Dev~lopment O.M. No. 1(35)17~I(1) 
dated 20-10-1973] 

Comments of the Committee 

'The Committ~e would like to know the final decision taken by 
th~ Ministry in consultation with the Planning Commission in the 
matter. 

Recommendation (Sr. No.6, Para 2.24) 

The Committee regret to note that barring four of five States, 
other States do not attach that much priority to small scale industrieS 
as they deserve. It is unfortuna1e that in some States, funds allocat
ed for small scale industries arl~ diverted to some other purposes. 
The 'Committee have already referred to the important role of small 
scale industries in providing employment opportunities, decentrali
sationof manufacturing activity, development of indigenous skill, 
inereased supply of manufactured goods, reduction of regional im
balances in the country etc. There is thus an urgent need for the 
development of small scale industries in all the States. The Com
mittee would, therefore, urge Government to make c'oncerted efforts 
to ensure that the development of small scale industries is given high 
priority by all States, particularly, the backward States. If need be, 
frequent personal contacts should be established with the Ministers 
of Industries tn the various State's to achieve this end. It is also 
important that ways and means are devised to see that the funds 
meant for small scale industries 1n the States, are not diverted to 
other purposes. 

Reply of Government 

. The Government agrees with the Recommendation of the Estimat
es Committee that the development of small scale industries should 
be given high priority by all States, particularly the badkward States. 
It also agrees with the suggestion that the funds meant for small 
scale industries in the State are not diverted to other purposes. 

-
In this connection, it is pointed nut that the Ministry of Finance 

with the approval of the National Development Council have now 
decided that with effect from the commencement J)f the Fourth 
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Plan, Central Assistance to the Stab's for implementing the schemes 
;n the State Plans will be in the form of block grants and loans and 
will not be tied to individual heads of development. In these cir
cumstances, from 1969-70 this Ministry was not required to issue any
sanction for-central assistance. Howl-ver, in order to ensure that the 
overall priorities of the Plan are adhered to, outlays under certain 
heads or sub-heads of development and specified schemes wfll be 
earmarked and will not be diverted to other heads of schemes. Thi~ 
Ministry had, therefore, recommended inclusion of the programme 
of small scale industries and industrial estates under the head "Prio
rity Programme" so that funds allotted for this purpose 'are earmar
ked and are not diverted for other heads of schemes by the State 
Governments. 

But the Planning Commission have stated that the major portion 
of the outlay in the State Plan will be earmarked. Thereafter, it is 
~ot considered by them' desirable to earmark outlays for additional 
heads of development/programme as this would introduce rigidity in 
plan formulation and implementation at the State level and would 
leave very little flexibility for the effective utilisation of Plan reso
urces. The Planning Commission, however, feel that the State Gov
ernments are generally keen to promote industrial development 
)Vithin the State boundaries and, therefore, it is hoped that the pro
gramme for small scale industries and industrial estates will receive 
attention in the allocation of funds in the State Plans. 

Furthermor~ in a meeting of the State Ministers' held at the ins
tance of the Minister for Industrial Development in 1969, it was sug
gested that 3 per cent of the developmental budget in a State should 
be earmraked for s~an scale industries. Further discussions with State 
Minister of Industries will continue in the meetings of the Small Scale 
Industries Board under the Chairmanshi.p of Deputy Mi.nister for 
Industrial Development. 

In the annual Plan discussions also in the Planning Commission 
with the representatives of the State Government and officers of the 
Ministries concerned, progress and problems in the small scale sec
tor is reviewed with particular reference to different schemes under 
,implementation. Wherever necessary recommendations are made 
for enhancing provision under a particular scheme. 

After the nationalisation of banks and streamlining of the func
tions of the State Financial Corporations, there has been a larger 
inflow of institutional credit to supplement the State Budgetary 
resources allocated for the development of the small scale industries. 
Many a' States like Gujarat, Tamilnadu, Rajasthan etc. had made 
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1ulIer utilisation of institutional finance for promotion of the sman 
scale industries and setting up of industrial estates. This has obviated 
the need for higher allocation on small scale industries under the 
State Plans. 

As for the Fifth Five Year Plan in the guidelines issued by the 
Planning Commission, it has been emphasised that the State Govern
ments would make best use of institutional finance to supplement 
their budgetary provision for the finance to supplement their budge
tary provision for the development of small scale industries and set
ting up of industrial estates/areas during the Fifth Plan period. 

It is hoped that with the larger availability of institutional finance, 
the development programme of the small industries and industrial 
.estates will not suffer fOr want of funds. 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(I) 
dated 20-10-1973.] 

Recommendation (Sr. No.7, Para 2.25) 

The Committee have already emphasised the need to concentrate 
<efforts to set up small scale industries in the backward areas/States 
in the 5th Five Year Plan. The Committee are glad to note that the 

Central Small Scale Industries Organisation is opening 5 branch 
institutes in backward areas and strengthening other Institutes by 
posting more officers particularly in industrially backward areas. 
The National Small Industries Corporation has also taken specific 
decision to give priority to applications for hire purchase of machines 
coming from the industrially backward States. The Committee would 
like to emphasise that to encourage rapid development of small scale 
industries in backward areas, it is imperative that meaningful sur
veys about the possibility of development of the~ industries are 

.conducted in "'these areas and other incentives are offered to entre
preneurs to set up industries in such areas to make the scheme a 
.success. 

Reply of Government 
The Government agrees with the Recommendation. The Small 

S~le Industries Development Organisation in consultation with the 
State Directorate of Industries have already conducted 120 Industrial 
Potentiality surevys in backward districts in different regions. It is 
expected that out of 231 districts/areas identified as baCkward. a 
major portion will be covered during 1973-74. Furthermore. it has 
also been emphasised on the State Directorate of Industries, Small 
Industries Service Institutes and other concerned agencies that areas 

2895 L.S.-2. 
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which were surveyed prior to 1965 should also be re-surveyed tc. 
aSSiSS the possibilities of development in the b~ckward districts. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SSI (1) 
dated 20-10-73.] 

Recommenda'tion (Sr. No.8, Para No. 2.26) 

The Committee further note that Government have started a 
a scheme for giving 10 per cent subsidy on the capital invested upto 
Rs. 50 laklis in certain ·backward districts and that the number of 
such districts has now been increased to 6 districts in each backward 
State in which this scheme would be applicable. The Committee 
would like to point out that development of industries in backward 
areas is not easy. It calls for well planned and sustained efforts in 
several directions, particularly in the creation of necessary infra.
structure facilities in those areas and steady supply of raw materials 
and arrangements for marketing of the products. It is therefore ne
cessary that instead of dispersing efforts over wide areas, a few 
focal points of growth in selected districts in the backward States 
are chosen and intensive and integrated programmes are mounted 
to implement the scheme, in these focal points of growth so that 
viable small scale industries are developed in these districts. The 
Committee would like to emphasise that a constant watch on the 
progress made in this regard should be maintained by monitoring 
informatiOn and evaluating the same periodically to enable necessary 
'changes to be made therein with reference to the problems encoun
tered in the implementation of the scheme as the best of schemes 
cap go wrong for lack of effective implementation. 

Reply of Government 

The Government agrees with the Recommendation. However, it is· 
pointed out that development of backward· districts will take consi
derable efforts on the part of various agencies involved in the de
velopment of industries, particularly those concerned with creation 
of infrastructure, power etc. However the Ministry of Industrial De
velopment have already suggested that at least one Growth Centre
should be identified preferably in one of the backward districts which 
are entitled to 15 per cent subsidy. It has further been suggested that 
the selected Growth Centre should preferably be located in a dis
trict for which area surveys have already been conducted. 

The process of selecting Growth Centres and making concertelf 
efforts to promote small scale industries in these areas will continue 
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to be the strategy of development of backward areas during the 
Fifth Five Year Plan period. 

[Ministry of Industrial Development O.M. No. 1(35)/73-551(1) 
dated 20-10-73.] 

Recommendation (Sr. No. 9 Para No. 2.27) 

The Committee note that Government are implementing a special 
scheme for increasing employment among engineers and that an al
location of Rs. 9.5 crores has been made for that purpose. The scheme 
comprises direct financial assistance to young engineers to set up 
their own industries making arrangements .to give them training in 
Small Industries Service Institutes and other institutions and pro
vi~ion for an interest subsidy on loans from financial institutions. 
The Committee hope that Government would evolve appropriate 
procedures for the actual implementation of this scheme· and would 
ensure that the scheme is implemented in each and every State, 
particularly the backward States for which special attention should 
be paid by Government. Care should also be taken to ensure that the 
benefits of the scheme reach the young unemployed engineers for 
whom it is intended. 

Reply of Go:vernment 

The Government agrees with the Recommendation. The Ministry 
of Industrial Development are at present implementing two employ
ment Schemes for young engineers· and educated unemployed. These 
Schemes are (a) Training Scheme for engineer entrepreneurs (b) 
Schlime for assistance to educated unempl~yed. The Training Scheme 
for engineer entrepreneurs aims at providing necessary orientation 
to young engineers in starting suitable small scale industries, ap
prising them with various facilities and assistance available and as
sisting them in formulating a feasibility report. 29 Training Institu
tions have been selected for imparting training to young engineers 
and diploma-holders. These are 17 Small Industries Service Institutes, 
2 Prototype Training-cum-Production Centres, Small Industry Ex
tension Training Institute, Hyderabad, 5 Indian Institutes of Tech· 
nology, the Gujarat Industrial Development Corporation, Ahmeda
bad; the Punjab Engineering College Chandigarh; Central Electronic 
Engineering Research Institute; Pilani and Motilal Nehru Regional 
Engineering College, Allahabad. Up to March 1973, 3587 young 
engineers have been trained in various States. Out of these 385 have 
already set up their own units and another 300 have taken steps to 
start their own industries. 

, Under the Scheme of assistance to educated unemployedoa pro
vision of Rs. 8 crores have been available to the Ministry of Indust-
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rial Development during the year 1973-74. Vartous State Govern
ments and Union Territories have been alloe8ted Rs. 43 lakhs each 
for financin~ this Scheme. The State Governments have been 
advised to utiliSe funds under this scheme in the following manner:-

(i) For setting up a package of consultancy serVices in the 
States. 

, (U) For meeting expenses incurred in connection with prepa
ration of feasibility reports by professional consultancy 
organisations. 

(iii) To incur expenses on account of specific services or studies 
aimed at preparation of feasibility reports and detailed 
project reports. 

(iv) For the margin money required by State Small Industry 
Development Corporation to enable them to draw maxi
mum institutional finance for setting up industrial estates 
or commercial estates. 

(v) To cover the expenses in connection with rent subsidy. 

_ (vi) For margin money for entrepreneurs and equity contribu
tion to industrial cooperatives. 

Furthermore, the Planning Commission under "Half a Million Job 
Scheme" have also provided Rs. 100 crores for helping'educated un
employed including young engineers and technocrats. 

[Ministry of Industrial Development O,M. No. 1 (35) /73-SS1 (1) 
dated 20·10-19731. 

Comments of the Committee 

The final decision taken in the matter may be intimated to the 
Committee. 

Recommendation (Sr. No. 10 Para 2.40) 

The Committee note that there is no reliable data regarding the 
number of small scale industries in the country. Accordling to 
Government, one of the major obstacles in the way 6f small scale 
industries getting their imported raw materials on the basis of their 
assessed requirements, has been the absence of scientific and re
liable data of production assessed capacity. In the absence of re
liable statistical data, neither the number and location of small scale 
industries is known nor their production capacity and the variety 
of ite1I\s produced by them. The Committee note that Government 
have decided to undertake a detailed survey of the entire sItlall 
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scale industries in about a year's tiIhe. In this connection the Com-
mittee would like to point out that as early as March, 1960, the Esti
mates Committee, in their 77th Report (Second Lok Sabha), has 
emphasised the need for an area-wise and industry-wise survey of 
the existing as well as potential small scale industries for the whole 

country. As the Government did not take any effective action in 
implementing this recommendation, the Committee again in April, 
1966, in their 100th Report (Third Lok Sabha) reiterated their 
recommendation and emphasised the need for collection of reliable 
statistical data about all the important aspects of the small scale 
industries as an essential prerequisite for the planned. development 
of these industries. It is unfortunate that no concrete action was 
taken by Government to implement this important recommendation 
and collect reliable statistics about small scale units. It is only 
after a lapse of almost 13 years that the Government have now 
recognised the necessity to und.ertake a detailed survey of the 
entire small scale industries. The Committee cannot stress too 

strongly the need to undertake expeditiously a systematic and de
tailed survey of the number and capacity of the small scale units in 
the country, both registered and unregistered, so that apart from 
availability of statistical data about the number, capacity, items of 
production etc., of the small scale units, the constraints in providing 
necessary assistance to this important sector, in the matter of raw 
materials, credit facilities marketing assistance etc., are removed. 

~ply of Government 

The Government agrees with the Recommendation. The Minis
try of Industrial Development have already decided to conduct an 
all-India census of small scale industries in the co~try. The Plann
ing Commission have already provided funds to the tune of Rs. 2.8 
crores under this scheme of Half a Million Jobs for the census work. 
The census work has already commenced and is likely to be com
pleted withiri one year. On the completion of the all-India census 
a more scientifically reliable data on various aspects of small scale 
industries such as capacity, items ()f production credit requirements, 
~tc., would be available for systematic and scientific planning for 
small scale industries development in the country. 

[Ministry of Industrial Development O.M. No. 1(35)/73-881(1) 
dated 20-10-1973]. 

Recommendation (Sr. No. 11 Para No. 2.41) 

The Committee would also like the GoverlllllCOt ta iake expe
ditious measures to eliminate non-existent or ghost units in the 
small scale sector so that scarce raw materials are not obtAined by 
such units to the detriment of genuine units. 
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Reply of Government 

The Government agrees with the Recommendation. The Minis
try of Industrial Development have already undertaken the pro
ject of conducting an all-India census of all the small scale units 
under the purview of Small Scale Industries Development Or
ganisation and registered witli the State Directors of Industries 
upto 30th June 1973. Data will be collected in the census through 
actual visits to the units by teams of enumerators. This data will 
reflect investment, employment, machinery installed, capacity, pro
duction, consumption of raw materials, fuels, electricity exports etc. 
Thus ghost units if any in the small scale sector are expected to get 
elirii1.nated through the census operation. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SS1 (1) 
dated 20·10-1973]. 

Recommendation (Sr. No. 12 Para No. 2.42) 

The Committee note that at present there is no Act for compul
sory regtstration of small scale industries and that there are consi
derable delays in their registration. They understand that a Com
mittee which was constituted by Government under the Chairman
ship of Shri A. R. Bhatt to study this question, has submitted its 
Teport. This report is under consideration of the Government in 
consult!'ltion with the State Government. The Committee would 
like the Government to expedite their decision in this matter so 
that reliable statistical data regarding the small scale industries 
which is badly needed, is easily collected. 

Reply of Government 

The Government agrees with the Recommendation. Various re
commendations of the Report under the Chairmanship of Shri A. R. 
Bhatt are under consideration of the Government in consultation 
with the concerned departments. Efforts will be made to further 
expedite the consideration and arrive at the decision in respect of 
suitable recommendations contained in the Report. 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(1) 
dated 20-10-1973]. 

Recommendation (Sr. No. 13 Para No. 2.43) 

The Committee would further recommend that procedure of 
registration of small scale industries should be simplified so that 
there are no delays in their registration. 
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Reply of Government 

Government agrees with the Recommendation. It is, however, 
pointed out that registration of small scale industries falls within 
the purview of the State Directors of Industries. The Small 
Scale Industries Development Organisation has been impressing 
upon the State Directors of Industries in various forums to simp
lify the procedure of registration. Some of the States have already 
-delegated powers for registration of small scale industries to their 
regional office/Area Development Offices etc. However, the Recom-

mendation of the Estimates Committee will again be brought to the 
notice of the State Governments. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SS1 (1) 
dated 20-10-19731 

Comments of the Committee 

The final decision taken in the matter may be intimated to the 
Committee. 

Recommendation (Sr. No. 14 Para No. 2.44) 

The Committee would also suggest that the returns required to 
be submitted by the Small Scale Industries, should be simple --so 
that no unnecessary expenditure is incurred by them in the sub
mission of these returns as these industries are run by persons of 
modest means. 

Reply of Government 

The Government agrees with the Recommendation: The Small 
Scale Lndusmes Development Organisation has been impressing upon 
the State Directors of Industries to simplify, as far as possible, 
variOom' returns required to be submitted by the SIJlall scale indus
tries. The matter will be further pursued with the State Govern
ments. 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(1) 
dated 20-10-19731. 

Comments of the Committee 

The final decision taken in the matter may be intimated to the 
Committee. 
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Recommendation (Sr. No. 18 Para No. 2.52) 

The Committee note that with a view to enable NSIC to give 
some machinery on instalments, the Government have given Rs. 3.4 
crores to NSIC Rs. 1.68 crores! on account of devaluation losses, 
Rs. 28 lakhs on another account and Rs. 1.5 crores in the current 

year's budget. In addition NSIC have been allowed to borrow Rs. 3 
crores from bank. Thus about Rs. 6.4 crores have been placed at 
disposal of NSIC. The Committee hope that the NSIC would now 
expedite supply of machines on hire-purchase basis to deserving 
small scale entrepreneurs and render assistance to new entrepreneurs 
to set up industries given priority to backward areas/States. 

Reply of Government 

Given further financial resources, NSIC will continue supply 
of machines on hire purchase basis to deserving small scale entre-

preneurs and new entrepreneurs to set up industries, giving priority 
to backward areas/States. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SSI (1) 
- dated 20-10-1973l. 

Reeommendati.on (s,. No. 19 Para No. 2.57) 

The Committee are concerned to note that many of the small 
scale iI!dustries are working on outmoded technology and that many 
of the Small Industries Service Institutes in the States are not 
well-equipped to give guidance in modern lines of industries. The 
Committee are of the firm view that equipment modernisation is 
indispensable not only for the sustained growth but even for the sur
vivial of small scale industries. The Small Scale Industries have 
to face the challenging task of not only developing with the limited 

resources but also, standing their ground in the iace of keen compe-
tition by larger units who haVe the advantage of skill and modem 
equipment. It is, therefore, of the utmost importance that the small 
scale units should have most modern, latest and efficient means of 
production within the resources available to them. 

Reply of Government 

The Government agrees with the Recommendation. The Techni
cal extension Services under the Small Scale Industries Develop
ment Organisation were initially geared to help the small industry 
sector which were in its infancy in mid-fifties. The facilities that 
were pr<:vided initially were of general nature with less of sophisti
cation and specialisation. During the last 5 years the small scale 
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industries have gradually been switching on to processes and pro
ducts which are comparatively more sophisticated in nature requir
ing up-to-date consultancy and extension work. The Government 
have recently strengthened Small Scale Industries Development 
Organisation to cope up with the increasing demand on extension 
services. Further-more, the Tast Force Committee had already 
submitted its report in which the basic approach during the Fifth 
Five Year Plan in the field of consultancy have been spelt out as 
under:- 'k .. t 

(i) To make available the modern technology and technical 
know-how to the small scale industries. This should in
clude both the process and product development. 

(ii) To modernise the existing small scale industries, technical
ly and otherwise, where sufficient technological gap exists. 

(iii) To initiate and accelerate the development of small indus
tries in backward areas and States through more promo
tional activities and field services. . 

In order to achieve these programmes, the Task Force Committee 
have proposed 7 Institutes for product and process development in 
the field of ceramics, chemical engineering, petro-cheInicals, plastics 
and electronics. In addition, 10 Regional Testing Laboratories in 
the field of ceramics food processing and testing, metallurgical test
ing, etc. have been proposed. 

The Report of the Task Force Commitiee is under consideration 
()f the Government in consultation with the Planniflg Commission. 

[Ministry of Industrial Development O.M. No. 1(35)/73-S81(1) 
d.d 20-10-19731. 

Comments of the Committee 

The final decision take~ in the matter may be intimated to the 
Committee. 

Recommendation (Sr. No. 20 Para No. 2.58) 

The Committee note that Government have now become aware of 
the need of modernisation and that they have appointed a ComInittee 
to go into this question. A comprehensive plan of action is stated to 
have been worked out by Government to survey units in need of 
modernisation. The Co~ittee consider that urgent action is called 
for to undertake survey of the machinery and technology. in the 
small scale sector covering all industries. For carrying out the survey, 
first priority should be given to those industries where modernisation 
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ds impratiye and urgently required. At the same time, Government 
~hould prepare a phased programme of action to cover other industr
ies also, according to a time-bound programme sO that all the indus

·tries are surveyed within a specific. period of time. 

Reply of Government 

The Government accepts the Recommendation. The Government 
is already aware of the obsolescence of equipment and technology 
in certain sectors of small scale industries. It may be mentioned that 

-.a number of steps have already been taken on the Recommendation 
--contained in the Report on Obsolescence and Modernisation Com-
mittee constituted under the Chairmanship of ,shri G. B. Newalkar. 
A separate Directorate for initiating and coordinating selected pro
grammes under modernisation have already been set up in the Small 

'Scal.e Industries Development Organisation. 

According to the Newalkar Committee, 5 industries, are to be 
added in the modernisation programme every year. This would re
sult in covering 25 industrial fields within a period of 5 years. There 
are about 50 major areas of industries which could be covered pre
sumably within a period. of 10 years covering approximately 3 lakhs 
of units registered in the small scale sector. It will require huge 
r~sources, machinery and time as such it has been decided that the 
modernisation approach should be a selective one So that effective 
steps can be taken to complete a time-bound programme. 

The Scheme of modernisation has already been under consideration 
of the Government and the same has been discussed in the 1nter

~Departmental ComInittee meetings. Pilot studies in the modernisation 
programme had already been initiated and the experience gained in 

,this field would be applied to amend the programme, if necessary. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SS1(1) 
dated 20-10-1973] 

Recommendation (81. No. 23 Para No. 2.65) 

The ComInittee note that at present 128 items are reserved for 
.. exclusive manufacture in the Small Scale Sector. They consider that 
in view of the rapid growth of small scale industries and their com-

o petence to manufacture a variety of items, including sophisticated 
items, there is need for a continuous review to expand the list of re-

. .served items. The Committee would therefore like the Government 
to undertake such a review annually in consultation with the Depart
ments concerned, to select suitable items of production for exclusive 
'manufacture by the small scale units with a view to encourage the 
,development of these units. 
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Reply of Government 

The Government agrees with the Recommendation. The policy of 
reservation of industries for the small scale sector is one of the impor
tant measures for affording protection to the sector as it restricts the 
volume of production in the large sector in those fields where the 
small scale units are competent to produce goods of acceptable qua
lity at reasonable prices. 

The exercise of reservation of industries for exclusive production 
in th~ small scale sector was initiated by the Small Scale Industries 
Development Organisation in 1965-66 in collaboration with the Fede
ration of Small Industries in India. Out of the 71 items suggested at 
that time 47 items were considered suitable by the Working Group 
-constituted for the purpose. However, it was only in 1967-68 that a 
list of 47 items was announced :where application under the Indus
tries (Development & Regtllation) Act would ordinarily be rejected. 
Since then the position has been reviewed from time to time anCi 
additions made to the reserved list as may be seen from the follow
ing:-

Year No. of items reserved 

1967-68 47 

1968-69 45 

1969-70 47 

J97Q-71 55 

1971-72 128 

1972-73 124 

An Inter-Departmental Committee has cleared another 49 items 
jor making additions to the reserved list. However, Government noti
fication has not yet been issued. With the addition of these items, 
total reserved items would go up to 173. 

It may, therefore, be observed from the above that even at 
present the list of reserved items has continued to expand with 
the addition of new items. It is the policy of Government that as 
and when new suggestions are received either from the Director of 
Industries or Federation of Association of Small Industries in India 
.or even from the industrial units, a study is conducted with the view 
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to forming specific proposals, based on the technical and economic
feasibility of the product!!. 

It will be the endeavour of Government that with the growth of 
the small scale sector to manufacture complicated parts-components 
and sophisticated items, continuous review is undertaken to select and 
recommend items which are suitable for reservation. ' 

[Ministry of Industrial Development O.M. No. 1(35)/73-581(1) 
dated 20-10-1973J 

Recommendation (st No. 24 Para No. 2.66) 

The Committee further consider that in order to encourage enter
preneurs i.e. technocrats e~., to set up small scale units, both sophis
ticated and unsoph1Sticated products, which are economically, techni
cally and financially feasible within the small scale sector, should be 
reserved for this sector taking into acaount its capacity to produce 
items in sufficient quantities to meet the demand both in quantity and 
quality. 

Reply of Government 

Government agrees with the Recommendation. The policy for 
reservation of items in the small scale sector has already been ex
plained under Recommendation No. 23 .• The existing criteria for 
r~co!!lmendation of any item for reservation in the small scale sector 
is that (1) it should be technically, economically and financially feasi
ble in the small scale sector; (ii) the items should be such where the 
small scale sector has already proved its capacity to produce as per 
prescribed specifications and quality; and (iii) the items are such 
where the small scale sector is capable of meeting the existing as well 
as future demand for thos~ items. 

[Ministry of Industrial Development O.M. No. 1(35)/73-851(1) 
dated 20-10-1973] 

Recommendation (SI. No. 25 Para No. 3.7) 

The Committee have, in an earlier chapter, stressed the impor
tance of the development of small scale industries in backward 
areas. They note that Government of India have evolved a number 
of scnemes for the development of backward areas which have been 
id~titied by the PlaJ'1Din,g CoJ1llll.U!aion. The Cox;nmittee have no 
doubt tbat the U.st of bac;ward areas would be reviewed from time 
to time. 

Reply of Government 

The l!tecommendation is noted by the Government. It may, how
ever, be stated that Planning Commission in consultation with the' 
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State Governments is in a pGSition to review the list of backWard 
.ai~as from time to time. However, as and when requests for such 
a review are received in the Ministry, the same will be taken up in 
-consultation with the Planning Commission. 

[Ministry of Industrial Development O;M. No. 1(35)./73-SSI(I) 
dated 20-10-1973] 

Recotl1Dleftdiitioli (SI. No. 26 Para No. 3.8) 

The backward areas have been made eligible for special conces
sions for the development of small scale industries which inter alia 
include:-

(i) Outright grant amounting to 10 per cent of the fixed capital 
investment in new units havi,ng a fixed capital of not "'more 
than Rs. 50 lakhs. 

(ii) Lower rate of interest at 7 per cent. 

(iii) Extension of the period of repayment of first instalment of 
loan from 3 years to 5 years. 

(iv) Longer period for the repayment of the loans from 10 to 12 
years to 15 to 20 years. 

(v) 50 per cent reduction in the normal service charges. 

(vi) Special concessions for import of machinery and raw 
materials. 

(vii) Transport subsidy equivalent to 50 Rer cent of the tran~ 
port cost of raw materials and finished products for start
ing industries in remote areas of certain States and Union 
Territories. 

(viii) Supply of machinery on hire-purchase by the NSIC on a 
priority basis. 

Reply of Government 

The observation of the Committee has been noted by the Govern
-ment. 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(I) 
dated 20-10-1973] 

Recommendation (S1. No. 27 Para No. 3.9) 

The Committee consider that the above concessions are a step in 
-the right direction for the development of small scale industries in 
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backward areas. The Committee would, however, like the Govem~ 
ment to ensure that the concessions meant for backward areas are" 
not directed to the other areas. The Committee feel that these con
cessions, in themselves, may not produce the desired results unless 
other positive measures are taken simultaneously by Government to 
give the required 'boost to the rapid development of small scale in
dustries in backward areas:-TIie-Commiltee consider that the fol
lowing measures would help in rapid development of these industries 
in those areas:-

(i) To create awareness and enthusiasm in the backward areag 
for setting up small scale upits, seminar and discussions on 
the role and importance of small scale industries in the 
economic development of these areas should be arranged by 
the Government at regular intervals. 

(ii) Detailed regional surveys of such areas should be under-
taken immediately to ascertain the possibilities of setting 
up of small scale industries. 

(iii) Infra-structure facilities like land, water, electricity, roads 
and telephones etc., should be made available in the areas 
considered suitable for the development of such industries. 

(iv) Social service facilities such as educational facilities, mar
keting facilities, entertainment centres etc. should be creat
ed in these areas to attract entrepreneurs to start indust
ries. 

(v) Machinery, spare parts, raw material, skilled manpower
should be made available in these areas by making special 
arrangement therefor. 

(vi) The desirability of granting fiscal incentives to small scale 
industries in these areas in the form of exemption from in
come tax including Corporation tax, exemption from the 
payment of import duty on plant and machinery, compo
nents, exemption in excise duty and sales tax, concessional 
transport and power subsidy etc. for a period of 5 years 
should be considered. 

(vii) Government should also establish some public undertak
ings in these areas so that small scale industry units of 
ancillary and auxiliary types could automatically grow 
there. 

(viii) Large industrial houses should also be persuaded to es
tablish their industries in these areas in order to create the 
climate for the setting up of small scale units as suppliers' 
of components, parts etc. and ancillaries to these units. 

(ixy Ministries/Departments of the Government of India, State
Governments and public undertakings should give prefer--
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ence for the purchase of goods from units set up in these 
areas. 

Reply of Government 

The observation of the Committee has been noted by the Govern
ment. 

[Ministry of Industrial Development O.M. No. 1(35)j73..sSI(I} 
dated 20-10-1973J 

Comments of the Committee 

The action taken by Government on each of the suggestions made
by the Committee may be intimated to them. 

Recommendation (81. No. 28 Para No. 3.10) 

The Committee are convinced that small scale industry can come 
up in backward areas only if the essential pre-requisites, viz., avail
ability of land, power and communications are taken care of. It is 
equally essential that Government on the basis of the expertise ga
thered over the years, prepare concrete schemes which are best suited 
for development of small scale in these areas. One of the best means-

for generating a climate for growth of small scale industry is to 
locate bigger or medium scale units in the area so that small units: 
will come up in the vicinity to cater to their requirements of com
ponents, stores and services. The Committee feel that the public 
sector and other leading well-established industrial houses in the 
country should be persuaded to play a leading role in establishing
these units in backward areas. There should be a built-in scheme for 
development of ancillaries preferably in the small scale sector to 
meet the requirements for components, stores and services of the 
more subsidy on capital investment has been raised from 10 per cent 
to extend all technical facilities including detailed guidance in the 
matter of designing and planning so as to help the small scale an
cillary units to come up to the requisite standard. 

Reply of Government 

The Government agrees with the Recommendation. The Govern
ment has already announced various concessions and incentives to 
attract large and medium and sman scale industries to set up unlts-
in the backward areas, such as (a) transport subsidy on raw materials, 
and finished goods in certain remote areas, (b) provision of loans at 
concessional rates of interest by term lending institutions. Further 
more subsidy on capital investment has been raised from 10 per cent 
to 15 per cent with these concessions and incentives, it is hoped that 
large and medium scale industries will be attracted towards backward 
areas. 
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_ While granting letter of intent/licence, it will be the endeavour 
.of the Government to farm out parts, components and subassemblies 
which can be taken up by prospective ancillary units in the small 
.:Scale sector. 

[Ministry of Industrial Development O.M. No. 1(35)/73.881(1) 
dated 20-10-1973] 

Recommendation (S1. No. 29 para No. 3.11) 

The Committee feel that the 8mall Scale Industries Development 
<Organisation and the National Small Industries Corporation can play 
a !tey and crucial role by making available blue prints of industries 

:suited for development-in these areas and by extending credit facili>
ties for purchase of the requisite machinery and equipment under
take the manufacturing activity. In short, the Conuriittee feel that a 
p~ckage approach which proved of such immense value in achieving 
_a break through in agriculture is required to be made in the caSe of 
extending and developing small scale industries in relatively back
ward areas. The Committee need hardly stress that this drive would 
have to be done after most careful planning and sustained follow 
up so that impediments are not allowed to come in the way of growth. 

'The Committee would suggest that Government should select on the 
basis of surveys already undertaken or to be undertaken two or 
more focal Centres in backward areas for such package development 
and ,in the light of the experience gained extend the activity to other 
,areas on a planned basis. 

Reply of Government 

The Government agrees with the Recommendation that two or 
more focal centres in backward areas may be selected for providing 
a package of assistance. In pursuance of a similar suggestion made by 
the Chairman of the ~stimates Committee, the Task Force Committee 
has proposed the selection of 30 Pilot Centres .all over the country 
for intensive Clevelopment of small scale industries. The idea is to 

-provide a package of facilities to prospective entrepreneurs. In these 
Pilot Centres starting right from the provision of factory accommoda· 
tion to the marketing of the products by the Central Government 
has been proposed to be made in cooperation with the concerned State 
GQvernment. The Task Force Committee proposals in this regard 
ar~ under consideration of this Ministry in consultation with the Plan.. 
-ning Commission. 

[Ministry of Industrial Development O.M. No. 1(35)/73.881(1) 
dated 20-10-1973] 



, , 25 

Comments of the Committee 

The Committee would like to know the final decision taken by 
the Ministry in consultation with the Planning Commission in the 
matter. 

Recommendation (Sl. No. 30 Para No. 3.12) 

The Committee note that development of small industries depend 
largely on the State Governments. They have noticed that one of the 
major causes of backwardness in most of the States is lack of ade
quate organisations in the State and lower levels. The Committee 
hope that the State Governments will take urgent steps to gear up 
their organisations at all levels dealing with Small Scale Industries 
and equip them with up-to-date expertise and to keep close liaison 
with the SISI Organisations in their respective States so as to acce
lerate the growth of Small Scale Industries with special emphasis on 
developtnent of backward areas and creation of employment eppor
tunities. 

Reply of Government 

The Government agrees with the Recommendation. The State 
Governments are being persuaded to establish and strengthen ade
quate organisations at various levels for dealing with the small scale 
industries and provide necessary expertise in close liaison with Small 
Industries Service Institutes. Furthermore, the Advisory Committee 
attached to various Small Industries Service Institutes in the States 
already exist to have a close liaison with the State Directors of In
dustries, Public Sector Undertakings, representative of the industry, 
banks, etc. under the Chairmanship of the State Directors of In
dustries. 

The Wanchoo Committee has also recommended that tliere should 
be a Coordination Committee in each State under the Chairmanship 
of the Chief Secretary. The State Governments are being requested 
to implement the Recommendation as far as possible. 

[Ministry of Industrial Development No. 1(35)/73-881(1) 
dated 20-10-1973] 

Recommendation (Sr. 31. Para No. 4.17) 

The Committee note that the shortage of imported as also indi
genous scarce raw materials has been recognised by the Government 
as one of the major problems confronting the Small Scale Indus
tries in T.ndia. The raw materials problem, according to Govern-

2895 L.S.-3. 



2 s: 

ment, originated as 95.fJtffil~~:q __ o~change cnSlS of 
1957-58 and since then, with the deterioration in the foreign exchan.ge 
p~iti~ i:flltP}M:>!ID.th> 'fiad.dGluate"t nQigel>id'us,lprnciu:01:i<b· sMh -
a~fPfnbcrthit@m 'mpofl1ledtrana the ilidigenolist lillamoo niwctmtMMatsrlJ 
has assumed an alarming situation for the Small Scale Indl!-sffi .m 
A scheme of It'beVilisation -of8'mPOrti~~f raw materiaIS¥t0mponents . sr. •. . 0 Vi f;1Hd~ .1l Vl ,~f(OU£Dfl(..'>.(fSllW:l , 
and spares w s announce unng . year . ~t5-t)'{. IS scheme 

in'~~b%'fct~) P-Wf3 Hil#WPtl § ~9Be tii t ~ !i.EjH~~~qte 
bY,)J tf1fo C;;;g8flrlr &W?MRlWl,Jrl-Y. , 'mp~~~nlf.p~cM~j§~ge~ ~ ~~GI 
fer fJslcJll~;~ts 2P¥@SJt;1 !iY&J 'l1Wl1~Jlr HP4~§ !i~' ~OOl1}€l· 2~W 1* m 
y~J\~lh§!> ~r!'Jll~PW'lpf1 <1jq,~ri<rt#l.P&) '10 H~>aIHP~61:t\;ah1t :mp91tiJp 
e~tEt~~~~ t~9 ~~J~~aJ~ r; 111JCjl~t~1> tr'lfA~vW;:i~JsjlP~t t lUUiij«to rl 
m 9t~jW§rfli~wMfu~h#JJj jil~ iJti'lb ~hkn,JW 1W%\Mlflkirll~q l1DrlJ 
vi~~i@1i ~[::pl'p3YI9.pltngbR~ng.itj~· p.c,q~:f.din Jtorl~VM'_~'tiJP·)tlN:s 
p~Wl~y c9J ~aaY9n~~,~(n~lU rJl)¥2~ffl' "ito ~19b:ciliiw 
II¥W~qms 1I@f;bs~tmt !9thgmrfI:I¥r ' ~~dEftmen~SrfJlP~r§r1t0.:3jbe91 
rathi:t e-eJ1I.Ot#' ,o (l1\w) ~~ml\-t~ ~~te ~t, <a(jlJV~iMr:fu l}a tttd;ak'elllb 
some steps, in recent years, to improve the availability of ~ru! 

ra~ ' materials for the small scale sector, But they are constrained 
to observe that the step~ ft$P"' Ml)l7o~kmlvh:y9~overnment for the 
supply of scarce raw 'materi~ls to the S~all Scale Industries have 
n<tt ; b~elJ) r®J. libl flbee 1:l:un~mcmd's [6ft h~sEnwPuft~1£1,l1l~, ~!l'he 
Comm~'lJU.oteet~a tliei l mhp'le om~i.trelwreg~r~i'ngdth . a~l<&tmtiol!t:l'o.f;) 
rawi'maIteria db fibrio~ty[ Eluhxho:'iooi~~r:ibf'it~h~all a$mil'e;~i ' n;~lustfies r 
w~S:flreWf!wedH!recentlyI ')byi ~hl:a$i'il<imn2'60mrrlitiee c:~hid19i" : <?In.$'! t 
rel!:t1JllimEnf~d'{nmi~Me9 rl:1easwreS'9 ti:h rb'e .adtJPftEteh lfCN:)i thB8 adaqmm 1 
suppl;y8oil rilawl intatelliais It €Y '1r1resel induls:1ltiesT at f<re~Gnabt1Ii_'JprlOOs1:tndIt J 
within ' the' t sh~rltest ~ bssil'blE! ' peITiodt, r IThe f C'ommittee' cn:e--r rgra\:lr ' to ' 
note ' illl'at (%vernmeint r'lii-ave ' aceept~a:' tHese' recomtnen:da'llionsi'[ ipl 
pririciple, The l (€'o~tte~ .:wduldI urger the ' Oo:v~rnm'ent tb · talve r 

expeditious measures to imple~ent the various recommeridatt0itsJl 
contained in the Balachandran Committee Report particularly 
ai16~ahbn ld J st'a'r~~ 'Hw' mater'ffill; Ito ' "tb'e S l-iHillu: >SC-af1e" }Ih'tiustHes 
act ordinf 'i(j (\lleii-l irlS'ta'lled)Jd fiaci ' w'~th:ou' ffurth~t delay,l) '( II) -) (. " 

d( " t·· u, f ~ri , I· ;..ot (o. ;"U '0 1: . to '1';) I j-, H~l~~ qi l~j ":. } r 

" ~ Reply of Government f t r 

Tb"e GJve\~mer...t l1agr~s J ~lth ;- tli~ );t Recom~eddahon, The 
Balachandran 'Committee had recommended that the :'\llcation of 
imported and scarce raw materials to small scale. units should be ' 
made on the basis of capacity at par with large scale units in the 
same industry, This Recommendation has ~en i accepted in 
principJe in an' J.nteD-Departmental meeting taken by the Deputy 
Minister of Indus'frial Development on. 14th Augu~t; 1972 b~t at 
present, ~nly in the case 9f priority industries, imported raw mate-



r* ;lfre d9r,~&o~1l }fHtsl] t .n¥91,1 ~alfhj.m¥tJ3 , ~ ~JUjbasit; (ifj heir 
s,~e~;tLcwi~~ g(mrl§i~ ~ ~su;. ;)rWbnel:l1~ i'lmp!-paficiJrity indus
trat1~ InoWEOtrpe.It~ ~mto .llQJl~11~ ~1bimpot4le!i:t:nn,qmaterials 
o~h~l=t 1pim~(p£J fll\Ml~' mllAhinWiy ~~41I ~(H~iwn6Ji1 i!rSt:Bltl!d. In the 
case of scarce, Indigenous raw materials, allocations are still made 
01l1lui1D4 1.ibcrroasis I I rrbl;tHre t&.t~ltl1dti lil(!ge ~tMi@Jqwrt's ii ' The 
pr".wpaybBe1Ct()'iE'~~ It M~all!rll:l~18nbrut€@~ilt1¥ltlted r&p~I~1 
wmIe!>iJba srltali:t i&lal:wjjlilht«atl~tobJll~j ~ bi~e1~ Gi.hli tS1~HrB~T 
Ministry of Industrial, Development in , consultation wfiti.!>oaWteP!J 

Mm ' . '. , f&~) p~8wtmepJ ~ !J~ h .bJi> ,~\1' l&ot~jliWttMJ so that 
~~t m~ ~ <f ~<J~mend'ahon~ of the Balachancfran Comrmttee are 
l~P emen ed as far as possible to the advantage of small scale ' 
industries. 

~lf!J 01 

99 iimmo' ,Ill)o eJII9rurno:J 
[Mjn~st~y of Industrial Developme t No, 1(?5)I7~SSh(,I) 

h'Jr;rrrit0r r d ,yr;m 19Jt,GITI <>r!t rrJ IT"- C1 nnLak~e~ .O!f'o. -- ~7. 3 3.1 ~. 
!:'9 t jj /Tf rruLl 

Comments of the Committe~ 
((',I.l> .oY'l .... InC) n: .oV1 , ~) fJoii ,;b.(J9mIllO'ln1i 

The Committee would like t o know the effec~ive measures that 
hYAr~) It(U~n !.) 'tilIt,erfl :~9-·ilG(jVeri:ilR\lftJltir'i.'h wl!h-e ri~~nt~ti(}'h ',df nthe 

' v'l1rtiouW e&¥inftf~l'iJRH1sY.W:#Wlr:@Hiqn .\t~ GEMtic)fR!H\i¥iffl Q'tMnJifi1t1ftole0 

Re'pbrt.il;11 t ~nlJ?'''''9 bfpor'? 1r"'rnrrIT"O;) tSli} hrJ9fl1rrroYI1 . ClJJirrf(rrfl') 

·{tr'lni 'HI ,n if i\~ vel (" ilnpJ?' ," hel) ":; J 11;3 ::.11 ;;1~nJl t~)I"lJJ:'Fm E; II(1[1!)!Jibrd 

!lfi J 'JO) "I.itetoYi.mendatit)nr:{Si. N(foJ.'32!'Bau;a jNo. ~st8) Hf;!fI? <)rf I 'it 
o<)rj:;' ~ ',' bfllf [";1' 'r;"r! [; "0 ,flit, :11'1 ~ ib J(\'f~rJ, i' ) (lJ lW)f(lfI,q I('~ I 

'II fThs lG6mm!i.t1le l'Woihldhaills01 thke -p01 ;imptesil!; liIJl;anl tilt.e G(l!VelID~e.Jltr 
tlt{d[JdSSiiiabiUtyrmf ensuri~IJWelH C@J)eivMipi§trdbu,-titniusY;;;OOl\l I!! 0t 
sbaroe' !l'aWl'mhlemaib; ~ ithllt itqe ,sm;a.lb ,sl!~Je·l i~Qu'$tJ?~aS 1 ;.,r ,able tel 
gM r1!heiIr'~qniremeIW ' of s.oareeI1'aw lin\a~erialsf1 ~t~1I jpdigenQus, iancd! t 
importea , reguiar ly 'tma. 'eG1uital:i,ly aIlo :-at reasonable}(pl1k~s I..., r. l,dl. , 

1, :,\! ,I,"I1; '11'fl' , . " I rtr ..... 1 ') " II . [I ' d l 'rf( ,'1 (1..1 'JI 'Jdl ·. I ,, '1 
.. ,I '\ j'; ,If.,,' If' I ,:;.Rep~ o!. ! G~jV~l1~;n;l-C~~ ; ( I' ~ ) "111 lcd l 0:' 1,,'11111' J 

, ":1 I "/,1;',, .," II' (~ IJ'J I ' I ').1, "I q . . ... , ... < I" t " ..I llil 
The ;Government agrees witn tlie RecommendatIon. In fact tne ' 

Ministry of Industrial Development have alreadyconstitutecl a ' 
, committee , on 29th No~~": ;t;g(7.2 u~flthe Chairmanship of 

Shri N , N. Tandon, Director, Ministry of Industrial Development. 
'Dha terms ohr,M'erenoe, of., Corna:;qitlle~ , are ' -f!s,J~llQ-W,s:,.- " ,d I' 

• : 1\1 t'" 1 /J fl' I qtl 1, f' i l ,·d. ,1. w, • ;: ;tlJl·'fll '\ .~. 'tIl I . 

f. " ,,(i) 'Al. study th~"b~si,s 0 , Idfs~rjpution';i. ~1qn~ , fn~,, ;;~)I~mi~s~~n 
.. ', . of Isalei. 'd~livery . schfrdu~e" e~f' l of th,1:.<r .it~m!i .Sf1).'1-~ised i 

," fl:(;illlrt~e ¥¥~,Ca?,TC;" ", I" ""1 "I "II 1 :1/ '!'., . Ij 

(ii) to study ' the prdce'd'u'tal formalitieos ' rmvulved" in - d hlfl 
,. I ,,' '\ r~~ase Qrders .mW· \to ,find out Y'J~Yf3 f,nd me~,t?~il rs to how 

, ',can th,ese be minimiseq. • 
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(iii) to study the fixation of pricing policy for each items 
with special reference to handling charges, margin of 
profits, etc. and to suggest ways and means as to how the 
pricing policy could be rationalised for the actual users. 

This Committee has already submitted an Interim Report for 
looking into the prices and procedures relating to MMTC and STC. 
The Report is under consideration in consultation with the concern
ed agencies. 

[Ministry of Industrial Development No. 1(35)/73-SSI(I,) 
dated 20-10-1973]. 

Comments of the Committee 

The final.decision taken in the matter may be intimated to the 
Committee. 

Recommendation (S. No. 33 Para No. 4.l,9) 

In the case of certain raw materials for which there are only 
one or two manufacturers e.g. high density polythene powder, the 
Committee recommend that Government should ensure that the 
indigenous manufacturers regulate their supplies by giving priority 
to the small scale entrepreneurs. lit is always. possible for the 
Government to control distribution of a material under Section 
18(G) of the Industrial Development and Regulation Act. The 
Committee understand that there has not been much difficulty 
for Small Scale Sector after having informal control on some of 
the items of non-ferrous metals. The Committee suggest that 
efforts should be made to bring all such other items like H.D.· 
Polythene, L.D. Polythene, P.V.C. Resins etc. under informal 
control so that the Small Scale Units get these materials at reason
llble prices so as to be able to function on competitive basis. 

Reply of Govemment 

The .Government accepts the Recommendation. Efforts are being 
made in consultation with the Ministry of Petroleum & Chemicals 
and other concerned Departments that some sort of informal control 
is exercised to ensure availability of raw materials like high and 
low density polythene to sma~~ scale units, P.V.C. Resins, etc. as 
recommended by the Estimates Committee. 

[Ministry of Industrial Development No. 1(35)/73-SSI(I,) 
dated 20-10-1973]. 
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Comments of the Committee 

The result of efforts made in consultation with the Ministry of 
Petroleum and Chemicals and other concerned Departments may 
be intimated to the Committee. 

Recommendation (Sl. No. 34 Para No. 4.20) 

The Committee regret to observe that at present the Small Scale 
Industries are getting iron and steel at a hi,gher price than that paid 
by the organised industry. The Committee would urge the Gov
ernment to evolve a system by which the Small Scale Industries 
would be able to get iron and steel at a price not higher than that 
is paid by the large and organised industries so that they are not 
at ~ cost disadvantage compared to the large industries in regard 
to the basic raw material. 

Reply of Government 

The Government agrees with the Recommendation. There is -
reported to be no difference in the prices charged by the indigen
ous producers for the non-ferrous metals supplied to the small scale 
and large scale units. Similarly, the prices charged by the canalis
ing agencies in respect of imported raw materials was .!lIso the 
same for the two sectors. But there are complaints about the 
prices charged by Small Scale Industries Corporations in respect of 
indigenous steel the suppliers of which to the small scale industries 
have been canalised through them. While the large scale units get 
these materials directly from the plants at prices fixed by the J .P.C. 
the units in the small scale sector get the same at the prices fixed 
by the small scale industries corporations which include their 
handling charges etc. Obviously the price charged by the Small 
Scale Industries Corporations for a particular raw materials is 
higher than that at which the large scale units are getting the 
material directly from the plants. 

A Committee appointed by the Ministry of Steel & Mines to go 
into this question has already submitted its report which is under 
consideration of the Ministry of Steel and Mines. A decision to 
allow concessions in prices for steel to Small Scale Industries Cor
porations is expected to be announced by the Ministry of Steel & 
Mines shortly. Subsequently, it is hoped that the small scale 
industries units will also start getting steel from Small Scale 
r.ndustries· Corporations at JPC prices. 

[Ministry of Industrial Development No. 1(35)173-SSI(I,) 
/ dated 2O-10-1973J. 
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lopment Corporations should play an important role and State 
Trading Corporation will give them a rebate of 1 per cent out of 
service margin indicated above for actual users. 

Letter of Authority Procedure 

It is constant endeavour of the Corporation to import and 
sUFply the raw material in the manner decided in the Import 
Advisory Committees-mentioned above. The supplies are released 
on quarterly basis or monthly basis or on prorata basis depE'nding 
on the availa.bility of stocks and incoming consignments. Thi~ is 
done to avoid unnecessary blocking of funds on inventories for long 
periods as also the difficulties regarding storage and the carrying 
cost of inventories . 

. Normally, the Corporation organises supplies in 3 months time 
provided there is no international shortage of that item. It also 
allows Letter of Authority to the actual users .permitting them to 
arrange their own imports in exceptional cases. Similarly in case 
of newly canalised items, State Trading Corporation, in the initial 
stages, allows the letter of authority procedure till purchase 
arrangements are finalised in consultatiOla with all those concerned 
in order to ensure that there is no dislocation in the supply 
position. 

Sales Tax Liability on Small Scale Industries Units 

The facility of taking delivery on high-seas is also available to 
the small scale sector proviqed the quantity is sufficient to be 
'Supplied under a separate bill of lading. The Corporation has 
evolved a system whereby the requirements of small scale units 
are clubbed through &tate Small Scale Industries Development 
Corporations and delivery is made to State Small Scale Industries 
Corporation& on high-seas. This saves the actual users from addi
tional sales tax liability. The advantage of' bulk handling and 
distri.bution is also made available to the small scale units. 

It is ~vident from the above that to the extent possible the 
treatmpnt to small scale industries units is uniform and at par in 
all matters as for the large scale units. 

Th.us constant endeavours are made to extend all facihties to 
sml'll1 scale units and deliver raw material from the nearest port 
except when there is non-availability of shipping'space. 

Minerals and Metals Trading Corp01'ation 

'ih~' prices are fixed by the Minerals & Metals Trading (,orpo
ration every quarter under the guide lines of the Pricing Committee. 
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The prices fixed are the same both for the large scale and small 
icale units and the Minerals & Metals Trading Corporation selvice 
charges have recently been slashed and are allowed on a fixed 
amount on per tonne basis; which are very nominal. SupphE'~ are 
made to the units invariably as per phased programme mdicated 
by the oartif'f>. In case there is no indication of the phase(l pro
gr~mme, 25 per cent of their requirements is initially allowed. 

;" 

There also exists a Liaison Committee, representing the mterests 
of various end users to sort out problems faced by them. Similar 
Liaison Committees have been set up in the region also. 

[Ministry of Industrial Development O.M. No. l(35}f73-SSI(I) 
dated 20-10-1973] 

Reeommendation (Sl. No. 36 Para No. 4.35) 

The Committee are distressed to note that in the quarter, April
June, 1972 there has been surrender in respect of copper zinc, tin 
and lead in the case of small scale industries to the extent of 43 per 
cent of quantity made available to them by the MMTC. This surren
der increased to 46 per cent in the subsequent quarter, i.e., July-Sep
tember 1972. The Committee would like the ~mall scale units to 
avoid such surrenders and to assess their requirements on an~lised 
raw material realistically and inform the MMTClSTC of these re
quirements am the phased delivery programme to enable adequate 
imports being made timely to meet their full requirements. 

Reply of Government 

The Recommendation is noted. The State Directors of Indust
ries who are the sponsoring authorities for Small Scale Industries, 
have. been addressed for ascertaining the reas0I:\s for non-lifting of 
materials. The Recommendation of the Estimates Committee has 
also been brought to the notice of the State Directors of Indust
ries to avoid repetition of surrender of raw materials in future. 

[Ministry of Industrial Development O.M. No. 1(35)i73-SSI(1) 
dated 20-10-1973.] 

Comments of the Committee 

The final decision taken in the matter may be intimated to the 
Committee. , 

Recommendation (SI. No. 37 Para No. 5.12) 

, The Committee agree with the view that liberal flow.of credit 
;is essential for a rapid and sustained growth of industry and It 



1 :rl ' 'Ml 
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dated 20-10-1973.] 

9c!i C!iJ.l'h@!)~lt~ oulwihke: tof;JknoW19JidtethBE r::t~ rrU~®s§a:~7 in-
structions have since been is"sued by the Ministry of Fi~mmo~ 
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Reply of Government 

The Recommendation of Committee is noted. The Ministry of 
Finance is already giving due weightage for providing relieflexemp
tion on excise duty on representations received from recognised 
AssociationslUnits. In a number of cases relief was granted to small 
scale units on representation from the Ministry of Industrial Deve
lopment. 

[Ministry of Industrial Development O.M. No. 1 (35) 173-SSI(1) 
dated 20-10-1973.] 

Recommendation (Sl. No. 40 Para No. 6.9) 

The Committee note that Government of India had introduced a 
regular marketing assistance programme for the small scale indust
ries as early as 1956, and that there are several Government and 
other agencies which take keen interest in assisting the small scale 
industries for marketing of their goods in and out side the country. 
Besides, the Small Scale Industries Development Organisation has 
undertaken the programme of market surveys to help individual 
small entrepreneurs and also to collect market information regard
ing specific industries. The Distribution Aid Surveys are 
undertaken on behalf of the individual procedures with specific prob:
lerns and they attempt to find potential distribution outlets and to 
assess market acceptability for their products. Exhibitions which 
are followed by seminars on the products of the small scale indust
ries required by large scale units are also arranged. The Committee, 
however, feel that there is still enormous scope for improvement 
in regard to the help now being given to the small scale entrepre
neurs for marketing their products, in as much as market surveys in 
all the States have yet to be undertaken, as stated by the Develop
ment Commissioner, Small Scale Industries they ho~ that this 
survey would be undertaken by the Small Scale Lndustries 
Development Organisation early and the results widely pub
licised for the use and information of the Small Scale Industries. 
This kind of market survey should, in the opiniQn of the Committee 
be undertaken by the Small Scale Industries Deyelopment Organisa
tion in association with the representative of SmaIl Scale Industries 
on a regular and continuous basis for the benefit of the small scale 
industries. Besides, close liaison needs to be established between 
the large and medium enterprises and the smaller units so that the 
small units can function as ancillary and feeders to the large enter
prises in regard to supply of components and parts. 

Reply of Government 

The Government accepts the Recommendation. Recognising that 
small scal~ units cannot afford to spend large sums of money on 
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market research, sales promotion for their products, etc. the Small 
Scale Industries Development Organisation has included market 
research under its programme of assistance to the small scale indus
tries. The Small Scale Industries Development Organisation has al
ready launched a programme· of studies for different products on 
all-India basis. While conducting these studies, as suggested by the 
Estimates Committee, representative of Small Scale Industries Asso
ciation will be associated along with the large and medium enter
rises for solving various marketing problems standing in the way of 
small scale sector. 

In the proposals of the Fifth Five Year Plan, it has also been pro
posed that a separate Organisation exclusively developed to the mar
keting problems of small scale industries set up at the central level. 
The main functions of the proposed marketing Organisation would 
be to promote the marketing of sIl\all industries products, under
t3king of marketing research aoo study of distribution channels and 
for trade consultancy services, etc. Various proposals for the Fifth 
Five Year Plan in this regard are still under consideration in con
sultation with the Planning Commission. 

[Ministry of Industrial Development O.M. No. 1(35)173-8SI(1) 
dated 20-10-19?3.] 

Comments of the Committee 

The Committee would like to know the final decj.c;ion taken by 
the Ministry in consultation with the Planning Commission in the 
matter. 

Recommendation (S1. No. 41 Para No. 6.10) 

The Committee are happy to note that Government are contem
plating to have a Market Corporation which could look after the 
marketing problems of the small scale industriE;s. They would urge 
the Government to constitute the Market Corporation early so as to 
render the necessary assistance, badly required by the small scale 
industries. 

Reply of Government 

The Government accepts the Recommendation. In the proposals 
of the Fifth Five Year Plan, it has been proposed that a separate 
organisation exclusively devoted to the marketing problems of small 

. scale industries be set up at the Central level. The main functions of 
the proposed marketing Org,anisation would be to promote the mar
keting of small industries products, undertaking of marketing re
search and stUdy of distribution channels, trade consultancy services, 
etc. Various proposals for the Fifth Five Year Plan in. this regard 



38 \C 

ar ' H! l!ngle, jc?p~.s1m-pf ndRl ~f\!ju~1ti~rW ' tl?J ~€l. ffl:~ ~2-~r.fI1 
mi~IJ, b9I:)jJbai esrl noiis2insgl0 in9mqoI9v9G 29i'IJwh,n[ 9fs::>G 

-e~~ f: dlfStriJa1 9~pmlfh~~. 6~ f ~01It.Y-U ggp:~n-91 
-Is earl noUsei:ns~rrO :tCl9 qOf9v9G 29htauonI gls~t~~4~h9d.t1hif-,~hJ 
an . 2buoo'lq tn9<J9nib 'JOI G9ioU12 10 gmmsl}301Q s b9fbnusf v.bs~n 

srl:t '{d 09:t29}3gue lio~ g£9tfieg~fmi9!MW 9HrlW ,2i2Sd sioaI-Hs 
-~~e fnWHM f dI . I~VHSlfl? '1 ,9 j 1m ~?,:) 2 :ts l '1a3: 

Ml~ te. i09JT1 h rc a B 't;! I 0 ;tfW rll.n~ls. n Js18b~~en .9~ffl Yn sb 
m H.y -c.onSIJl TIe fi oa nm ~ommlSSI n me . 

m!~tgf.vl scfi [1( gOlbfls:te em9 O'lq gnrt9 lS eIJonsv grIIV 02 101 e9an 
. .101:>92 9Is::>e Ifr.mi>. 

Recommendation Sl. No' 42 f.ara N . 6.17) 
-OlQ n99d 021s zen Ji .I1SrQ 1S .y 9vi eBIr,>! srlt '0 2IB?,OQO'IQ srlt nI 
- M &wlffll&§~m(}~ t~P.:Wt~I~)Vft~ff!l1Q)&JO.fu· ooo~ ~q 

femMj{llr rtf~~lP§l.1j ill il\'1tm1 ·o~ . ~()~licmn~S:ItoninliilistrrialcInndIt .eN-9 )1 
p~fjr l cRfSe~Q1' ~~ m-e~!:l~~i«n Ii); gttu~U!.gnduning{T 
t~~liJe~bUf3~iqg,i~ f!~.eUsW~2:a)3 ~$ft1;.h]hf! cUnl!lt "sdrood, t'hatcl 
thbh§qg~§lqniljJMItflt::slhvi~v.yMi~tm1Al1ftrj~:aJlt:l-gml~llgimf tb~e~'; t 
pqr: f3tf<mt:t Ilia' n,!ij>.ruqmij t~~~ al; y~§gm.,g~<t.1ns~e2frulJiijlmull)1 01 
exJilPyj. ftfi~t~£lr~m~i~ fwwJ th~ ljwgEb '~'smltH ~~sPlii%Mfhi~f'q 
export 10 per cent or more Qfu~ rodW1ttfm3 (~~g!'l.~ jn ('j~llJn~f:1 '~ 

pr~~ t~9!: " B iO,tiW .\~<tIfSt '~mqXf~~J(f fr~fP~t~~r18rj 9J1.r i - at
m , r 'p_ . ~ e~timport licences aner-for preferred 'sources of supply. 
THey are also happy to note 411 units of small scale industries pro
duced goods wort~ R ~~1JIt!~~f;irJ:i> trlpotlt iJroducts to the tune 

ofy~s JJ.J4nRf;9,l; ~ffitP~nth r~r() %~7t ! /;r~ ,~Ill.wA~Ft ,l lfel 
t~ i ,jVtTcW~J1LHt!1r a~M-lftI1tte J-l: Wj'?~yc,t }).~:S l fnp" a I14e~W;1 qvso; , ',f 
phistication achieved by them, smalL scale Industries cS,n, lI\ .Wr , 
majority of the cases, cater in much larger way to export lmar~ets, 1 

both in devel&~~~ attta!Ie Ibping'I co futri~ ... hl'b<i w t11hppropriate 

thq.h 'I ~Pi\all,) ~~~~,. ,iItfll..\i?~ , ~esi l~r~04W . f P(I,~y , t'tH~~ ,. le~Wf.~at,e ,~o~~ (" in 
augff1e~¥-Rf5 ;1f.,~r foF~lg? ~,xcp,:rn~e ' Fe~oNrces pfJtheil'cou~~rJ;. ; b~t e,~t~r-, , 
ingQ i¥,t<jl'f !1f'J?prt , :m,ar~ets in'lfuNgr; :wa~, ~o ,acNeve t~E7 dE}si~!:!d, :, ;r+ I 

suW 1P r.egprg tQ..,in~Fe,afing r_1'.J.l0 l'r?> ,~ton:r , ~he ~sI?ali. j syalel'in;~~~t.rie~ 
it vy pld , b~ neressary }? rrWfe ~r: r lint.e~ra!Td_, appr~~~h , ~n,d la ;~oI};: . I 

certed effort by all the organisations concerned with ~xport, ,~y, pro- r 

viding special incentives to the small entrepreneurs so as to ' encout - f 

age them to export more land! 'l'tlore. i , ,'" l ' 

I t 1 ~ I. , 
, , , Reply 1 of Go~ern:menf 

)t,' t·1 I If 

1 .:) j!' , 

, .- I\. ., 

" ,THe Government agre,es1With the Recommendatren In .this iCon,., 
nection, i Imay be mentioned tharther:e ~is alrea'dy a ' standin~rCom
mittee ~n Export Promotion of all-India Small Scale IndustdeS)Boal'd' 
which periodit::ally reviews ·the programme and rproblems of export 
promotion in the small scale sector, Recommendations; are made for 
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f1uwe~ ~PRft ~.:tlt~~c~fflqg:) ~r~ j §t~ <wC\Jfllffig~ted 
,efIDftt ~6% ' ~rtOfrrtMir UJlpl~f9¥aW}jtm c~t!mo ith con
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-!HtMffilsWy 2~'fonru y~oP)~eHt 'OtM!l~~ i~fmLSSI (1) 
::l [Gn rnuib:=HTI bOE rrr.m.: mon lSUIl~,doCJ hoqy.~~a '2((10-1973.J 

.':9htzubni 
Recommendation (Sf. No. 43 p 'ara No. 6.18) 

9 &rrJb. t& rlfJ'lliriH\1 q1~?en.tYa ' j-fc~tT e~9lfHr t~6'/I jIbPd~uced 
by o?"1v,?~al la: :rr, \? ,U~Wts l~f?~;~r~(. , oes 1 ~' Cl" e~r;. ?ave heen 

I :,In2,...9i1.1. ~~'9 ,.,! . JJ ' ttl rf1 . boihm '10 ~ rd I2 0 a PI' J 

fufl.6fu~ioi~~~ ') e(h:~~irt~efi~l:~n~ , ~~ ~ave, 1!~ e.l\(:b:la:~ ~i te know
leii§fl or ror~gniar ts aM msufi¥~i . e fl a 1011 .of ?!ielr produc
tign1 tlffiJ.1Hns . ~ ~~.! t.I1J¥~rOrlW eC'SHHH819<IfWcrt &J1§m{1 I Scale In
dustri~JuBg:~e c?~m~n;eDt~cahfsa1!IJnotlibtY.:f9bE?Wk1e~ tb. ttend to 
these basic defficiencies and take necessary step.fnffln~},IfWv them 
as early as possible. The Organisations like 'fl.;ade Bevelopment 
Authority should also help the Small 'S~~lagadBltsjiJlIeYip t- 1>romo
tion ~ift@'Sj3b > Olf@~i~g~fJl"'«Urtfa~t~i~:>l VJJb~ 9tailrl!rfIj1i1I'ciifig Cor
poration should also J}lil~19 dQm~H~-9q~ f~ it-hfi~P§l:r~d;'go~ds pro-
duced in the small scale sector'l ~fll:>u(>ff!n"'W .C 

Reply of Government 
01"1JI''IOJ o,tifGI<Q " 

The Government agrees with the Recommendation. The Small 
SeaM9I~fhustntitl ~~v~leprnenit Qr~allis~ti~n ~. &S!fntl!tj~ liren
gthened1a'l1dna.'Sepa-rllte')DJt:ectofti~ ~0.r !E\l}Pm'1f'~,rqm<i>tif{fil~ve been 
se'b l'u~:>rfer rj;niUatlng ,'®d.f~tmgt31r;:!1 )~LEtn~tinglJ·v.Rr10US pro
grammes f.6r inoreasiag ~~xp(nj.t po-temi~ ~11jhe smaH, ~CfpJ~ \i~dustries . . 

II 

" fTh.e-' view'S Cir ·.qa-ade ' Devel~p~ntr< A-.u1hOjlity,r re:.a;w9r\Qg export 
promotion measures for- smadP.,, ~c~l~(inQufr.inir · ;aliV a~ r-.l.lj1Jl.derl :-

Majority of the client'S @f,, 1}wd, pfWe~aB!llT'nt, .. Apthqrity are 
from Small Scale Sector. The Trade Devel~ment Autho-

o rity hav~' 'b'e~h '" 'ro vl'HlIig 't iiI a Eistcihe'e ttl' skl~Cted ex
port-worth¥ units jrhO~Jr' in, the l$1}laH and .mediU;lll scale 
sectors. 0 This has enabled the sele<;ted units to mar
ket a wide' ~'ihge 0f -tli~ir °l£bout'.'intensi've products to de-

o veloped countri~s of the world . . As on. 31st March , 1973, 
_ Trade Deve~op!pent Authority have already enrolled '461 

units · which are export-worthy , out of this 56 per cent 
belong tQ the small scale sector and 38 per cent to the medi
um seale sector. 
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Further more 22 projects have been selected to augment ex
ports. These projects relate to items like readymade 
garments, bicycle components, polyetheylenewoven sacks, 
electronic components, hand tools, etc. Out of these 22 
projects, 14 belong to small scale sector. Thus Trade Deve
lopment Authority is making constant efforts in enhanc
ing the export potential from small and medium scale 
industries. 

Similarly, the State Trading Corporation has also accepted 
total responsibilty for aiding the industries in the small 
scale sector. It has set up a State Marketing Division 
which coordinates production through the State Small 
Industries Corporations. The State Trading Corporation 
offer package service to the exporters which include: 

1. Marketing 

2. Raw Material supply 

3. Technical services and new-pre-processing techniques 
4. Finance including pre-shipment credit 
5. Warehousing 

6. Shipping 

7. Quality Control. 

The State Trading Corporation is tackling export develop
ment and marketing of Small Scale Industries products 
through the agency of State Small Scale Industries I Export 
Corporations. The State Trading Corporation in associa
tion with the State Small Scale Industries Corporations is 
engaged in developing exports from Small Scale Sector 
through a four phased programme:-

(i) Development of infrastructure 

(ii) Preparation of product-wise export plans 

(iii) Export assistance by State Trading Corporation, and 

(iv) Launching a concentrated export sale drive. 

As a result of joint efforts by State Trading Corporation and 
Small Scale Industries units, some of the product groups have been 
ipdentified for the purpose of intensive exports assistance. . Apart 
from this development work for generating additional exports, State 
Tradir..g Corporation has been assisting Small Scale Industries units 
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directly in exporting various "difficult to sell" products as can be 
:seen from in the table given below:-

(Rs. in eror e s) 

1969-70 1970-71 1971-72 1972-73 

State Trading Corp. 48 55 70 78 92 

Export from Seall Scale Sector 21 28 35 38 46 

Share of small seale sector in 
State Trading Corp. ~xports 44% 52% 50% 48% 50% 

.~----- .. ------- ---_._----
IMinistry of Industrial Development O.M. No. 1(35)/73-SSI(I) 

dated 20-10-1973]. 

Recommendation (Sl. No. 44 Para No. 6.1.9) 

The Committee note that the Standing Committee on export 
promotion for Small Scale Industries set up by the Small Scale 
lnaustries Board is making a detailed and intensive study of all the 
aspects of export promotion for Small Scale Industries. They hope 
that this Committee will finalise its recommendations early and that 
Government would take suitable steps to implement them expedi
tiously with a view to give encouragement to Small Scale Indus
tries to play their rightful role in the export field. 

Reply of Government 

The Government agrees with the recommneaation. The Stand-
ing Committee on Export Promotion of the All India Small Scale 
Industries Board have appOinted two sub-committees on Export 
Production and Export Organisations. Reports/Summary of the Re
commendations of these two committees have already been circulat· 

ed among the concerned agencies like Ministry of Commerce, Trade 
Development Authority, Chief Controller Imports & Export, Direc
tors of Industries, etc. A vigorous follow-up action for implemen
tationof various Recommendations has already been initiated. 

Furthermore, the Ministry of Commerce has also appointed 
the Bhagwan Singh Committee to review the working of the Ex
port Promotion Councils. This committee has stressed the need 
for taking steps for securing closer association of the small scale 
sector and for giving them greater support in the matter of export 
production and export marketing. The Report of the Committee is 
under consideration in the Ministry of Commerce and it is hoped 

.2895 LS-4. 
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that its recommendations as soon as accepted will give further fill'. 
up to e,xport promotion in the small scale sector. 

[Ministry of Industrial Development O.M. No. 1(35) /73-SSI(I) 
, dated 20-10-1973]~ 

Comments of the Committee 

The final decision taken in the matter may be intimated to the' 
Committee. 

• 
Recommendation (SI. No. 45 Para No. 6~20) 

The Committee further note that there is a feeling in some
quarters in the Small Scale Sector that the Export Promotion 
Councils have not made sl'ecial efforts to promote exports from the
Small Scale Industries. In this connection, they would like to draw 
the attention of Government to their recommendation contained in 
para 7.32 of their Fourteenth Report (1971-72) on the Ministry of 
Foreign Trade-Export Promotion measures, Commercial Publicity, 
Exhibition and Trade Fairs-which reads as follows: 

The Committee would also stress that the small scale and: 
medium scale industries be encouraged to play their right-
ful role in the export field. In this connection the Com
mittee would stress that export performance for decid
ing small scale members should be defined for each E»-. 
port Promotion Council and tliere should be specific allo
cation in the budgets of the coum:ils for the activities re-' 
lating to the small enterprises. In this connection the 

Committee would commend the establishment of cell in 
the Ministry of Foreign Trade which in coordination' 
with the organisation of the Development Commission, 
Small Scale Industries should' pursue actively the pro
grammes and activities of the Export Promotion Councils' 
and other export Organisations' on the requirements of the' 
small scale enterprises for examining in detail the product' 
coverage aspects in respect of the Export Promotion' 
Councils, the Committee would commend the early im
plementation of the recommendations of the Review Como, 
mittees appointed by Government in 1964 and 1971 in this' 
regard. The Committee urge upon' GOvernment to. take: 
suitable steps to implement it immediately; 

Reply of Government 

The Government agrees with the Recommendation. The viewS" 
of Ministry "of Commerce are as follow very- endeavour is being made: 
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by the Government to encourage the Small Scale and medium 
scale industries to play their rightful role in the export field. It 
is the primary function of the Export Promotion Councils to promote 
exports of the group of products entrusted to them. This can only 
be done with the active and collective participation of the exporters 
from large, medium and small scale sectors. The nature of promo
tion activities of the Councils is such that it would perhaps, not be 
practicable to divide these activities among different categories of 
exporters. However, the Councils have lately been ensuring due 
participation and of the medium and small exporters in the impor
tant activities. Suitable representation in delegations and study 
teams sponsored by the Councils for visits to foreign countries is 
being given to the representatives of the small scale sector. The 
Government has recommended to the Councils that membership fee 
for the members from the small scale sector may not exceed half of 
the fees prescribed for primary members. The Working Committee 
of Administration should have 10 per cent membership from the 
small scale sector, and the representation of the Federation of Asso
ciations of Small Scale Industries on the panels of the Councils 
may be considered depending upon the role the sman scale sector 
could play in relation to products covered by the Councils concerned. 

The recommendation regarding establishment of a cell in the 
Ministry of Commerce in coordination with the Development Com
missioner, Small Scale Industries, and the product coverage are be
ing examined. The criteria suggested by the Review Committee re
garding the export performance of Small Scale members is also un
der examination. 

[Ministry of Industrial Development O.M. No. 1(35) /73-SSI(I) 
dated 20-10-1973], 

CAlmments of the Committee 

The final decision taken in the matter may be intimated to the 
Committee. 

Recommendation (Sl. No. 46 Para No. 6.21) 

The Committee note that the Japanese Government have come 
forward with a number of measures to improve the competitive 
ability and export performance of the small scale sector. These 
include establishment of joint research centres for technology and 
designs, promoting joint brands and undertaking publicity in over
seas markets. Pre·shipment financing is b~~,g undertaken by com
mercial banks who extent loans to small scale exporters for produc
tion, processing and despatch of goods to be exported. Redi6count
ing facilities are offered by the Bank of Japan to the commercial 
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banks on export advance bills. Medium and long term credits are 
extended by Export and Import Bank of Japan which is a Govern
ment financial institution. Such credits, as a rule, are given as loans 
to exporters for period ranging from six months to 15 years. This 
particular facility acts as an incentive to small scale manufacturers 
of machines and equipment to export their products even on a de
ferred payment basis. Besides, the Japanese Government have 
come forward to assist the small scale exporters to improve their 
designs by lending the services of qualified designers. The Govern
ment also hold exhibitions of products in new designs to create aware
ness among small entrepreneurs about the need for better designs 
for the export market. The Committee would like Government to 
study'- the facilities extended by the Japanese Government to small 
scale industries in the matter of export promotion and see to what 
extent these facilities can be provided to the Small Scale Industries 
in India to boost up their exports. 

Reply of Government 

The Government agrees with the Recommendation. It is, how
ever, pointed out that a high powered team of Senior Officials led by 
Shri Bhanu Prakash Singh, former Deputy Minister for Industrial 
Development, had visited Japan in September, 1969. The report of 
this Team has been taken into consideration while formulating var
ious proposals for the Fifth Five Year Plan by the Task Force Com
mittee. The proposal of the Task Force Committee are under 
consideration in consultation with the Planning Commission. 

Moreover, the. Bhat Committee Report on Drafting of Legis
lation on Small Industries have also given due consideration to facili
ties available for small enterprhles in Japan. The Report is under 
consideration. 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(I) 
dated 20-10-1973]. 

Comments of the Committee 

The Committee would like to know the final decision taken by 
the Ministry in consultation with the - Planning Commission in the 
matter. 

Recommendation (S1. No. 47 Para No. 6.27) 

The Committee agree with the view that the quantitative growth 
of the small scale sector has not been matched by adequate atten-, 
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tion and concern for quality and that in an increasing competitive 
situation, the small scale sector can compete wjth larger units only 
if it is thoroughly made aware of a sound and sustained concern for 
quality: It would not be proper to expect the consumer to tolerate 
for any significant length of time continued protection to units if 
prices, deliveries and quality are not fully competitive. Further 
more, the products of the small scale sector should bj! able to hold 
their own not only in the domestic market but al~o to an increasing 
extent in export trade. The Committee 'note that Government pro
pose to establish 4 Regional Testing Laboratories to test various 
small scale industrial products. They urge that these 4 Regional 
Testing Laboratories should be established early and that they should 
be authorised to issue testing certificates also which should be accep
table to all concerned. The Committee would further like the 
Government to assess the requirements of testing facilities for the 
Small Scale Units throughout the country on an emergent basis and 
take early steps to set up common testing facilities wherever r~ 
quired. 

Reply of Government 
-

The Government agrees with the Recommendation. During the 
Fourth Plan period, 4 Regional Testing Laboratories at Calcutta, 
Madras, Bombay and New Delhi had already been sanctioned by the 
G-ilvernment. In the current year, a provision for Rs. 1 lakh has 
already been made for the purchase of machinery and equipment. 
The Planning Commission is of the opinion that on account of 
drastic measures announced by the Government for effecting econo
my in the budget, staff against these 4 Testing Laboratories may not 
immediately be appointed. However, efforts are being made to pro
cure necessary machines and equipment for different items of test
ing in the electrical, mee:hanical metallurgical and chemical indus
tries in consultation with the Indian Standards Institution. 

The Task Force Committee had further proposed dl,lring the Fifth 
Five Year Plan to augment testing facilities throughout the coun
try by way of establishing 10 testing laboratories for ceramics and 
allied mineral based industries, scientific glasswares, other glass pro
ducts and vitreous enamelling industry, plastics, process deve
lopment laboratory for chemicals, electrical and electronics, etc. 

The proposals of the Task Force Committee in this regard are 
under consideration in consultation with Planning Commission. All 
these laboratories if established will adequately take care of the 
Recommendation of the Estimates Committee. 

[Ministry of Industrial Development O.M. No. 1(35) /J3-SSI(I) 
dated 20-10-19731. 
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Comments of the Committee 

The Committee would like to know the final decision taken by 
the Ministry. in consultation with the Planning Commission in the 
matter. 

Recommendation (Sr. No. 48 Para No. 6.28) 

The Committee would also like to recommend to Government 
to examine, the feasibilitY:. of introduction of a 'Quality Marking 
Scheme' either by the Government through the Indian Standards 
Institute or through their proposed four Regional Testing Labora· 
tories or through an association of manufacturers in order to build 
up confidence among the consumers regarding the products marketed. 

While noting the useful role that the Central Small Scale Indus
tries Organisation has played in the development of the small scale 
industry, the Committee ~eel that the position needs to be reviewed 
urgently so as to provide services which are now required by the 
small scale sector because of the technological advance and the re
cent trends jn industrial development. This review would help to 
bring out the directions in which the Central Small Scale Indus
tries Organisation needs to be strengthened SO that it can continue 
to act really as a friend, philosopher and guide to the small scale units 
and contribute towards the development of the industry in the right 
direction. 

What is needed in the Committee's view is strengthening of 
quality of service rather than of numbers. The Committee need 
hardly point out that with the passage of tim~ the requirements of 
small scale units have shifted from elementary needs to those of ex
pert assistance in technological fields. It is only when the Small 
Scale Industries Development Organisation has engineers and 

technicians of high calibre and eminence with practical experience 
that their service would be welcomed genuinely as an aid towards 
development. 

Reply of Government 

The Government accepts the Recommendation. The Small 
Scale Industries Development Organisation has already realised 
that under the changing situation in the small scale sector requiring 
expertise in technological fields, t!te time has come that the indus
trial extension services should now be changed to suit growing re
quirements of small scale industries. In the Fifth Five Year Plan 
proposals formulated by the Task Force Committee, the extension 
services have been visualised more as an institutional approach than 
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individual guidance and advice. Various process and product deve
lopment institutes on industries like ceramics, chemicals, petro

tehemicals. plastics, electronics, etc. as well as the testing laboratories 
proposed under the Report of the Task Force Committee will not 
only act as a store-house of expertise but would also solve the techni
cal problems of the small scale industries as rightly envisaged by 

ihe Estimates Committee. 

In regard to the standards as mentioned in the para 1 of the Re- . 
(:ommendation, a close cooperation has already been established with 
the Indian Standards Institution so that the facilities available in 

the Small Industries Service Institutes and Extension Centres could 
also be used for lSI marking with their assistance. 

I 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(I) 
dated 20-10-19731. 

Recommendation (Sr. No. 50 Para No. 6.30 

The Committee would like to stress that the Service Organisation 
should be kept compact in the interest of preserving its efficiency. 
It is also of the utmost importance that there should be close coordi
nation between the services provided by the Ce:1trc and the States 
to obviate any overlapping. The Committee need hardly point out 
that in areas where small scale industries have come to be well estab
lished, there is hardly any need for further expansion of the Service 
1nstitutes. In such areas the effort should, in fact, be to encourage the 
'small units to develop, on a cooperative basis, such technical services 
and processing facilities which they require in common. In these 
specialised areas, the effort of the Small Industries Service Institutes 
should be to provide expertise and services necessary for diversifica
tion of industry particularly on new lines such as chemical enginee~ 
ing, pharmaceuticals, electronics, printing, etc. for which technical 
~xperts who can command the respect of the industrial units may 
be appointed on contract basis, where necessary, and the Service 
Institute equipped accordingly. 

Reply of Government 

The Government agrees with the Reeommendation. With a view 
to having a close coordination between services provided by the 
Centre through the Small Industries Service Institutes and Exten
sion Centres; there are Advisory Committees attached to each Small 
Industries Service Institute under the chairmanship of the State 
Director of Industries. Various problems facing the development of 
small scale industries and remedial measures, are discussed in the 
meetings of the Advisory Committees attached to various tnstitutes. 
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In areas where small industries have already been weH establish-
ed, efforts are being made for promotion of small scale industries 
which have either export angle, import substitution, defence orient
ed, etc. Furthermore now attention is being focussed for develop
ment of backward regions and States by opening new Institutes and 
Centres. Expertise available at Centres where the small scale in
dustries are already well established is being transferred to new 
Institutes in the backward areas. 

The suggestion of appointing technical experts in new lines of 
pharmaceutical, electronics, printing, etc. on a contract basis will be 
examined and implemented as far as possible. 

[Ministry of Industrial Development O.M. No. 1(35)!73-SSI(1) 
dated 20·10-1973J. 

Comments of the Committee 

The final decision taken in the matter may be intimated to the· 
Committe~. 

Recommendation ·(Sr. No. 51 Para No. 6.36) 

The Committee note that value of purchases made by the Direc--' 
tor General of Supplies and Disposals from Small Scale Industries 
rose from Rs. 29 crores in 1968-69 to Rs. 86.29 crores in 1971-72. They 
further note that 192 items are reserved by the DGS&D for purchase 
exclusively from the Small Scale Industries and that for items which 
could be purchased both from large scale as well as small scale units, 
a price preference of 15 per cent is given to the Small Scale Units. 
The Committee have been informed that there is no strict adherence 
to the 15 per cent price preference by all Government Departments. 
It has been admitted by the DGS&D that Departments like the 
Railways, P&T and Defence, make direct purchases also instead of 
going through the DGS&D. The Committee are strongly of the view 
that there is need for strengthening the assistance programme for 
the participation of small scale sector in Government purchases and 
strict adherence to the 15 per cent price preference for 311 Govern
ment purchases including purchase made directly by Departments 
without going through the DGS&D. It is also necessary that the 
public undertakings and the State Governments give the specified 
price preference to small scale industries while making direct pur
chases. The Committee would like the Government to take effective 
measures to see that all Central Government Ministries and Depart;.. 
ments and public undertakings give the necessary price preference
to the Small Scale Industries for all purchases made by them in-
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eluding direct purchases. Government should also examine the
feasibilty of persuading the State Governments to give price pre
ference to the Small Scale Industries in respect of the purchases 
made by them. 

Reply of Government 

Government accepts the Recommendation. The recommendation 
is being circulated among various Central Ministries, Departments, 
etc. in consultation with the Bureau of Public Enterprises under the 
Ministry of Finance. 

[Ministry of Industrial Development O.M. No. 1(35)173-SS1(I) 
dated 20-10-1973J .. 

Comments of the Committee 

The Committee would like to know whether there is improvement 
in the present position as regards purchases made by the Central 1 
State Governments an~ :'ublic Undertakings from the Small Scale 
Industries. 

Recommendation (Sr. No. 52 Para No. 6.37) 

The Committee would also like the DGS&D to undertake an an~ 
nual review of the items of stores etc., purchased by them with· a 
view to add to the list of items which are reserved for purchase en
elusively from the Small Scale Units. 

Reply of Government 

The Government accepts the Recommendation. At present, there 
are 192 items exlusively reserved for purchases to be made by DGS&D 
from the small scale sector. Furthermore, it may be mentioned that 
DGS&D has already constituted an Ad-hoc Committee under the 
chairmanship of Secretary, Department of Supply having represen
tatives from the Directorate General f Technical Development, 
Development Commissioner (Small Scale Industries), Railways, 
Finance, etc. to review the items for reservations in the small scale 
sector. It is expected that more items will be included under Group 
IV which are being presently purchased by DGS&D for which the 
small scale sector has developed sufficient capacity and know-how. 

[Ministry of Industrial Development O.M. No. 1(35)173-,8S1(I) 
dated 20-10-1973]: 
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Becommenda'tion (Sr. No. 53 Para No. 6.(2) 

It is well mown that the technical advice and training play a 
'very important role in the development of the Small Scale Indus
tries. The Committee are glad to learn that there exists a Techni
cal Advisory Service which aims at providing complete technical 
~ervices to small scale industries so as to upgrade the skills of wor
'kers, increase their productivity and wages, impart knowledge about 
the use of proper raw materials, improve the quality of goods pro
·-duced and, thus, strengthen the competitive position of the small 
scale units. They also note that as part of technical assistance, var
ious items of technical literature are also being produced by the Small 
Industries Service Institutes. They also prepare technical bulletins 
for the guidance of the small entrepreneurs. Besides, the Develop
ment Commissioner, Small Scale Industries also and Consultancy 
Services in order to improve organises country·wide Management! 

'Training the technical and competitive status of small enterprises and 
to enable them to keep in touch with the latest developments in 
technology. The Committee also note that the Economic Informa

-tion Ser:vice run by the Small Industries Service Institutes and the 
office of the Development Commissioner, Small Scale Industries aims 

'at providing actual manufacturers and interested entrepreneurs with 
information relating to particular industries or fields in which they 
are interested. The Committee further note that the question of 
strengthening the SISI staff is also engaging the attention of Govern
ment with a view to equip them for rendering better and up-to-date 

.service to small scale industries. . 

Rep~y of Government 

. The observations of the Committee have been noted. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SSI (I) 
dated 20-10-1973]. 

Recommendation (~r. No. 54 Para No. 6.43) 

The Committee agree with the vie,,\' that unlike large industrial 
renterprises which can afford to hire the services of skilled workers, 
efficient managers and consultants, the lWlaU enterprises with their 
limited resources have to depend mostly on assistance from the Gov
ernment in getting their workers trained in production and manage
ment techniques. The Committee note that the Small Scale Indus
tries Development .organisation is undertaking training program-
~mes on various aspects of the Small Scale Industries for the benefit 
. of the employers and the employees of the small scale sector. The 
Committee, however, feel that there is further scope for improve

,ment in the field of training to cover more sophisticated fields like 
.electronics, plastics etc., and they recommend that urgent steps 
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:should be taken by Government to augment their training program
me to cover the latest techniques. 

Reply of Government 

The Government accepts the Recommendation. In order to up
grade the skills of the personnel both technical and managerial in the 
'small scale industries, training courses, both product and process 
'oriented, are being organised by the Small Industries Development 
Organisation. The content, methodology, etc., of these courses are 
under constant review. Changes are incorporated depending upon 
the .overall needs of the 'small scale industries. A Committee has 
.already been set up in the SSIDO to review variou.c; technical train
ing courses run by the Institutes and Extension Centres. 

The Task Force Committee in their proposals for the Fifth 
Five Year Plan have also suggested the establishment of various 
testing laboratories, regional Institutes for Design and Development 

:such as the Apex National Institutes of Electonics which will 
inter alia impart training facilities to small scale industries. It may 
be mentioned that the proposa13 contained in the Task Force Com
mittee's Report are under consideration in consultation with the 
Planning Commission. 

lMinistry of Industrial Development O.M. No. J.(35)/73·SSI(I) 
dated 20-10-19731-

Recommendation (Sr. No. 55 Para No. 7.4) 

The ClIlIlmittee note that the Development Commissioner Small 
:Scale Industries, who looks after the growth of Small Scale Indus
"tries. does not have the same rank as that of the Director-General of 
"Technical Development who is responsible for the industries in the 
organised sector and who is in the rank of Additional Secretary in 
the administrative set up. The Committee feel that since the deve
lopment of Small Scale Industries has acquired great importance 
in the economic development of the country, it is high time that the 
Organisation of the Small Scale Industries is also placed in charge 
of an Officer with the same rank as that of the Director General of 
'Technical Development. 

Reply of Government 

The GovE!rnment agrees with the Recommendation. A proposal 
regarding the upgrading of the post of Development Commissioner 
-to that of Additional Secretary is already under consideration.' 

[Ministry of Industrial Development O,M. No. 1 (35) /73-SS1 (I) 
dated 20-10::1A73J. 

Comments of tlte Committee 

The final decision taken in the matter may be intimated to the 
~ommittee. 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

Recommendation (Sr. No. 15 Para 2.49) 

The Committee note that the National Small Industries Cor-
poration (NSIC) is supplying machinery on hire-p\lrchase to Small 
Scale Industries since, March 1956 and that upto 31st March, 1971' 
machines worth Rs. 45.76 crores have been supplied by it. The Com
mittee were informed that a large amount of money of the NSIC, 
amounting to Rs. 6 crores, is locked up as quite a number of parties 

·to whom the machines were supplied on hire-purchase basis, have 
defaulted in the payment of instalments. Of this, about Rs. 3.4 crores_ 
are stated to have been realised in the last few months. 

Reply of Government 

The NSIC has been able to arrest the default at a level of Rs. 6 
crores over the last three years, though the total value of machines 

supplied has gone up by Rs. 19.85 crores from Rs. 45.76 crores upto 
31-·3-1971. Upto 31-3-73 machinery of the total value of Rs. 65.61 
crores has been supplied. During 1971-72, a sum of Rs. 323.05 lakhs 
fell due and the collections were to the tune of Rs. 327.12 lakhs. The

corresponding figures for 1972-73 are Rs. 416.70 lakhs and Rs. 407.47 
lakhs. It will thus be seen that the collections have been going up 
in the last few years. 

2. The NSIC has taken up, during the last three years, a number 
of measures to reduce defaults in respect of its hire-purchase scheme. 

3. At the organisational level, a plan of action has been develop
ed to exercise pressure on the defaulting hirers from the very be
ginning of default through personal visits, explanations to hirers and· 
gaining their confidence and as a last recourse to legal action and 
repossession of machines. - The NSIC takes the assistance of the 
Directors of Industries, Small Industries Service Institutes in re-

covering its dues from the defaulting hires. The NSIC sends to the 
Directors of Industries, lists of defaulters on regular basis and the 
representatives of the Directors of Industries join the officials of 
:NSIC in carrying out intensive collection drives. Letters have been 
written by the Chairman of the NSIC to State authorities soliciting. 
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the cooperation of the State Governments in recovery of hire pur
'chase dues. Even the Secretary, Ministry of Industrial Development 
and Deputy Minister have addressed letters to Chief Secretaries and 

Ministers of Industries at the State level, respectively, for this pur
pose. The Directors of Industries frequently write to the defaulting 
units emphasising the importance of paying NSIC's dues in time. 

4. The NSIC has been new segregating cases of chronic defaul
ters, which are reviewed by a Committee consisting of the Chairman 
of the Corporation and two other senior officers. This Committee 
'visits the Regional Offices regularly with a view to examine cases 
and take decisions on the spot. A Central Cell has also been creat
ed to keep track of and examine cases of chronic defaulters per-

taining to all the States and to assist the Regional Offices of NSIC 
on follow up action. 

[Ministry of Industrial Development O.M. No. 1 (35) /73-SSI(I) 
dated 20-10-1973]. 

Comments of the Committee 

The Committee trust that vigorous action would continue to be 
ttaken to recover the outstanding dues from defaulters. 

Recommendation (Sr. No. 16 Para 2.50) 

The Committee are greately concerned that the Corporation have 
-not been able to recover as much as about Rs. 3 crores from the small 

scale units for machinery and equipment which had been earlier sup
plied on deferred payment basis. The Committee feel that in the 
larger interest, Government should leave no stone unturned to re
cover this amount from these units. The Committee-need hardly 
'point out that the small scale units look to the Government in in
numerable ways for help and assistance and they see no reason why 
these contacts cannot be put to use for making good outstanding 
'Government dues. The Committee would like the Corporation and 
the Small Scale Industries Organisation to work in close coordina
tion and take the assistance of the Industrial Development Organisa-

tions at the State level to work out a detailed plan of action for mak
ing good the amount from each small scale unit from whom it is 
outstanding. If necessary, Government may constitute a task force 
to work out a plan of action. The Committee would like to be in
formed within three months of the concrete measures which have 
been taken or proposed to be taken by Government to recover out
standing amounts from the small scale units. In any case the Com
mittee can see nO reason as to why there should be any lacuna in 

the agreements with small scale units for taking legal actio~ against 



the recalcitrant parties. They need hardly stress that the lacuna, if 
any should be remedied without delay and that responsibility for' 

the deficiency noticed in the agreements executed earlier fixed. 

Reply of Government 

Th amount of default includes a large element of penal interest 
which was introduced as a deterrent measure at the formulation stage 

of the schemes. In the revised scheme introduced in 1971-72 this' 
has been abolished in the new agreements excluding this element, 
the arrears of instalments in 1970-71, 1971-72 and 1972-73 would be 

to the tune of B.s. 487 lakhs, B.s. 472 lakhs and B.s. 480lakhs respec
tively against deliveries of machines worth Rs. 45.76 crores, B.s. 56.14 

crores and Rs. 65.61 crores. The ratio of default to machines sup
plied has been 10 per cent, 8 per cent and 7 per cent over these' 
three years. The default of 7 per cent measured as a percentage of' 
machines delivered is not alarming and compares not unfavourably 
with the experience of an average commercial concern, In view of' 
the fact that the security, normally demanded by a Bank as security 
for loan, is considerably and deliberately relaxed in keeping with 
the promotional character of NSIC's business, th" default does not 
appear exceptionable. Actually the amount in default of 7 per cent 
inclues the irrecoverable bad debts of the initial years when the 
Corporation was settling down organisationally and getting the mea
sure of its job. These must have been fairly substantial, say 15 per 
cent. One can thus conclude that the scheme is being operated at a 
reasonably high level of efficiency. 

2. NSIS has perfected over the years recovery procedures which 
given the limitations of its promotional role are as nearly water tight 
as they can be made. In fact no stone is left unturned to effect re
covery. It is largely because of the assistance rendered to small 
scale industry by Goyernment, in matter of provision of scarce raw' 
material, power water supply etc., that the precentage of recovery 

is as hIgh as 93 per cent. But there are black sheep in every so
ciety, There are cases of genuine defaulters, who do not pay, not 

because they do not wish to, but because they are genuinely not able 
to. Such cases would account for about 50 per cent of the Rs. 3 

crores irrecoverables through had debts. The reminder is due to 
un-scrupulous hirers who do not pay because they do not want to 
pay and resort to fradulent practices. It is against these that legal 
action is principally directed. 

3. Actually there are no lacunae in the Hire Purchase Agree
ment which inhibits NSIC from taking recourse to Courts for 
effecting ~·ecovery. But legal procedures are expensive, dilatory and 
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even when a decree is obtained it is not always possible to execute
it. Even so recourse to legal measures have been intensified during 
the last 3 years contrary to the attitude of earlier years. The
amount involved in legal cases has gone up from Rs. 143 lakhs in. 
1970-71 to Rs. 202 lakhs in 1972-73. 

4. The suggestion of the Estimates Committee to constitute a 
task force to work out a detailed plan of action for effective recovery' 
in coordination with SSIDO and Directors of Industries is welcome. 
As stated in para 3 on comments on para 2.49, NSIC has always taken 

assistance ·of the Small Scale Industries Organisation and Directors· 
of Industries and this has been explored. It would be necessary to' 
consfitute such task force in each State to examine cases of chronic' 
defaulters and work out a plan of action. The Government has re

cently recommended the constitution of State level Committees to 
screen applications from the point of view of technical and economic' 
viability. It is suggested that these State Level Committees may 
also constitute the task force, as recommended by the Estimates' 
Committee, to assist NSIC in the recovery of overdue instalments; 
Action has also been initiated to set up a. Regional Committee for 
each of the four Regions into which the NSIC is presently organis
ed. These Regional Committees will include representatives of State' 
Industrial Development Organisations and State Small Industries' 
Development Organisations and NSIC and will be charged with the' 
responsibility of reviewing each month initially, and later on once in 

every quarter, the individual cases of all defaulters with a view to' 
taking effective steps to ensure recovery of the amounts in default as: 
soon Cls possible. 

[Ministry of Industrial Development O.M. No. 1(35)/73·S51(1), 
dated 20-10~ 19.73],. 

Comments of the Committee 

The Committee may be informed whether the task force to work' 
out plan of action to recover the outstanding dues has been formed' 
in each State and if so, the details thereof may be furnished. 

Recommendation (Sr. No. 17 Para No. 2.51) 

It is of the utmost importance that the units in the small scale' 
sector should not get a feeling that they can get away with (ffivern;.· 
ment money. The Committee stress that loans extended to the 

small scale section can and should be recovered in the interest at
small scale industry itself so that healthy foundation are laid for con
tinued Government assistance on a revolving basis. 



Reply of Government 

Comments given on para 2.50 cover the points raised in para 2.51. 

[Ministry of Industrial Development O.M. No. 1(35)/73-SSI(I) 
dated 20-10-1973]. 

Recommenda9,on (81. No. 21 Para No. 2.59) 

The Committee are surprised at the inadequacy of the SJ.S. Is 
10 provide proper guidance to the small scale units in modern lines 
of Industries. They are, greatly perturbed to find that the Small 
~cale Industries Organisation which has been put in the field to do the 
developmental work, has not seriously taken up the task of assist
ing the industry in keeping pace with the technological developments 
.and of modernising their machines and equipments so as to produce 
goods at the most competitive rates in the interest of general econo
my. The Committee have an impression that the Small Scale In-
dustries Organisation has come to conceive its role more and more 
as an instrument of regulation rather than an instrument of deve
lopment Organisation and other concerned agencies that the small 
Industries Service Institutes do not have engineers and Q.ther techni
cal experts in those diSCiplines or they are not keeping themselves 
abreast of developments Or that they do not have the requisit apti
tude and qualifications, or they do not have requisite up-to-date 
equipments and workshop facilities. 

Reply of Government 

It is mainly due to the efforts of the Small Scale Industries Deve
lopment Organisation and other concened agencies that the small 
:scale industries have made a phenomenal progress in the country. 
It is well-known that the number of units registered in the small 
scale sector has risen from 26,887 in the year 1961-62 to over 3 lakhs 
in 1972-73. The contribution of this sector to the overall economy in 
the country in terms of employment, production, etc., has already 
been recognised. 

It is, however, true that the development programmes of 
the small scale industries had to pass through several constraints 
which arose particularly in the year 1962 on account of Chinese 
Aggression and again in 1965 due to the conflict with Pakistan. Over-

-all financial stringency has been mainly responsible for slowing down 
the programmes of technological developments and modernisation of 
Small Industries Service Institutes and Extension Centres. Never
-theless, Government is conscious of the need for modernising the 
equipment and upgrading the expertise available in the Small In-
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dustries Service Institutes. Quite recently additional posts have 
been sanctioned by the Government to strengthen the Small In
dustries Service Institutes. As soon as suItable personnel are ap
pointed against these posts, necessary guidance and consultancy ser
vice are bound to be augmented. 

On modernising the machinery and equipment in the Small In
dustries Service Institutes the total requirements of improved mac
hinery and equipment was estimated at Rs. 70 lakhs during the 
Fourth Five Year Plan. A systematic programme for modernising 
various Small Industries Service Institutes and Extension Centres 
have already been evolved. During the last two years machinery to 
the extent of Rs. 61 lakhs and Rs. 26 lakhs, have been purchased 
while sanctions for additional machinery to the tune of Rs. 29 lakhs 
are under consideration. 

Further, the proposals of F'ifth Five Year Plan have already 
provided schemes to reorganise the conSUltancy services including 
machinery and equipment to be able to provide comprehensive guid
an~e to prospective entreprenew's. A Documentation Cell pro
posed to be set up to acquire record and deseminate technical exper
tise. All these proposals for upgrading the technical services as 
recommended by the Estimates Committee are under considera
tion in consultation with the Planning Commission. 

[Ministry of· Industrial Development, O.M. No. 1(35)/73-581(1) 
dated 20-10-1973] 

Comments of the Committee 

The Committee would like to know the final decision taken by 
the Ministry in consultation with the Planning Commission in the 
matter. 

Recommendation (Sl. No. 22 Para No. 2.60) 

It is expected that technical service organisations like the Small 
Industries Service Institutes, keep t~mselves informed of the 

latest development in technology so that they could render proper 
guidance about the knowhow, machinery etc., regarding modern lines 
of industries etc., to the small scale units. The Committee recom
mend that necessary steps should be taken by Government imme
diately to improve the quality of service of the Small Scale In
dustries Development Organisation to enable it to render better 
service to the small scale sector in so far as modernisation is con
cerned. It is imperative for this Organisation to keep in t.ouch with 
the changing requirements of small scale industries in the country 
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and the latest technical developments as to be able to render ne
cessary and timely guidance and service facilitie3 to the small scale 
units. 

Reply of Government 

It is mainly due to the efforts of the Small Scale Industries 
Development Organisation and other concerned agencies that the 
small scale industries have made a phenomenal progress in the coun
try. It is already; well-known that the number of units registered 
in the small scale sector has risen from 26,887 in the year 1961-62 to 
over 3 lakhs in 1972-73. The contribution of this sector to the over
all economy in the country in terms of empl()yment,. production, etc., 
has already been recognised. . ' 

It is, however, true that the development programmes of the 
small scale industries had to pass through several constraints parti
cularly in the year 1962 on account of Chinese Aggression and 
again in 1965 due, to the conflict with Pakistan. Overall financial 
stringency has lbeen mainlyresponsi ble fOIl slowing' down .the pro
grammes of technological developments and modernisation of Small 
Industries Service Institutes and ExtensiOJi Centres. Nevertheless, 
Government is conscious of the need for modernising the equipment 
and upgrading the expertise available in the Small Industries Ser
vice Institutes. Quite recently, additional posts have been sanc
tioned by the Government to strengthen the Small Industries 
Service Institutes. As soon as suitable personnel are appointed 
against these posts, necessary guidance and consultancy services are 
bound to be augmented. 

On modernising the machinery and equipment ,in the Small In
dustries Service Institutes, the total requirements of improved 
machinery and equipment was estimated at Rs. 70 lakhs during the 
Fourth Five Year Plan. A systematic programme for modernising 
various' Small Industries Service Institutes and Extension Centres 
have already been evolved. During the last two years, machinery to 
the extent of Rs. 61 lakhs and Rs. 26 lakhs have been purchased 
while sanctions for additional machinery to the tune of Rs. 29 lakhs 
are under consideration. 

Further the proposals of Fifth Five Year Plan have already pro
vided schemes to reorganise the consultancy services including mac
hinery and equipment to be able to provide comprehensive guidance 
to prospective entrepreneurs .. A Documentation Call is proposed to 
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be set up to acquire, record and desseminate technical expertise. All 
these proposals for upgrading to the technical services as recom

mended by the Estimates Committee are under consideration in con-
sultation with the Planning Commission. 

[Ministry of Industrial Development O.M. No. 1 (35) 173-SSI (I) 
dated 20-10,;1973]. 

Comments of the Committee 

The Committee would like to know the final decision taken by 
the Ministry in consultation with the Planning Commission in the 
matter. 



CHAPTER IV 

Recommendation in respect of which replies of Government have 
not been accepted by the Committee. 

NIL 

60 



CHAPTDV 

Recommendation in respect of which final replies of Government 
are still awaited. 

NEW DELHI; 
February 1, 1974 
--_ ....... __ ._----

Magha 12, 1895 (8) 

NIL 

11 

R. K. SINHA, 
Ch4irman, 

Estimates Committee. 



A-...:JmOl'} 

(Vide Introduction) . 

Analysis of the action taken by the Government on the recommen
dations contained in the Thirty-Fifth Report of the Estimates Com
mittee (Fifth Lok Sabha), 

1. Total Number of recomm:niations 

II. Recommendations which have been accepted by Government (Vide 
recommen1ations at S. Nos. 1,2,3,4,5,6,7,8,9, 10, II. 12, 
13, 14, 18, 19,20,23, 24, ~,jz6, 27, 28, 29, 30, 31, 32, 33 
34, 35, 36, 37, 38, 39,4<), 41, 42, 43, 44, 45, 46, 47, 48, 49, 
50, 51, 52, 53, 54 and 55 

Number 

Percentage to total 

III. Recommendations which the Committee no not desire to pursue 
in view of Government's reply (Vide 15, 16, 17 and 22) 

Number 

Percentage to total 

6 
MGIPND-LS-II-2895 LS-26-:Jl74---1100 

55 

5° 

91 

5 
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