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INTRODUCTION 

I, the Chairman of the Estimates Committee, having been 
authorised by the Committee to submit the report on. their 
behalf, present this Seventy-Ninth Report on the Ministry of 
Commerce and Industry-Small Scale Industries-Part II. The 
National Small Industries Corporation Ltd., New Delhi. The 
report embodies the conclusions of the Committee on the org -
nisational set-up and working of the National Small Industries 
Corporation Ltd., New Delhi, and its subsidiaries. 

2. A statement showing an analysis of the recommendations 
contained in this Report is also appended to the Report. (Ap-
pendix VIII) 

3. The Committee wish to express their thanks to the 
Officers of the Ministry of Commerce and Industry and the 
National Small Industries Corporation Ltd. for placing before 
them the material and information that they wanted in con-
nection with the examination of the estimates as well as to Shri 
P. R. Ramakrishnan, M.P., Dr. P. S. Lokanathan, Shri R. N. 
Kunzru and representatives of the Federation of Small Indus-
tries Associations of India, New Delhi, the All India Manufac-
turers' Organisation, Bombay, the Federation of Small and 
Medium Industries, Calcutta, the Andhra Pradesh Small Indus-
tries Association, Vijayawada, and the Iron and Steel Industrial 
Co-operative Society Ltd., Bangalore, for giving evidence and 
making valuable suggestions to the Committee. 

NEW DELHI ; 

The 23rd March, 1960. 

Chaitra 3, 1882(S). 

(iv) 

H. C. DASAPPA, 
Chairman, 

Estimates Committee. 

• • 
• 
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ORGANISATIONAL SET UP 

A. Origin 

The Government of India, through the courtesy of the Ford 
Foundation, invited an international planning team in 1953 to study 
.the problems of small scale industries in the country and to recommend 
a programme for their development. One of the recommendations of 
this team was for the organisation of small industries to undertake 
supplies against Government orders'; In pursuance of this recom-
'mendation, the National Small Industries Corporation was set up as 
.a Government company in February, 1955. 

2. In their 77th Report, relating to the Organisation of Develop-
ment Commissioner, Small Scale Industries, the Committee have dealt 
-with in some detail the existence of multiplicity of organisations for 
development of small industries and have made the following recom-
mendations :-

"The Committee have considered the existing set up of the 
organisations relating to small scale industries both at 
the Central and the State levels and their functioning 
and recommend that a Committee consisting of repre-
sentatives of Central and State Governments and of 
small industries may be constituted to review their 
wo.rking and make suitable recommendations with a 
view to reduce the multiplicity of organisation, 
eliminate overlapping of functions by clearly demarcat-
ing the duties as between them, avoid delays, pro-
cedural and otherwise, and provide as far as possible 
unified service. 

The Committee feel that such a reorganisation will also result 
in administrative economy." (Para 17). 

* * * * * * 
·'The Committee suggest that the State Small Industries Cor-

porations, if and when they come into being, should 
take over many of the functions at present carried out 
in a State by other agencies so as to render.a unified 
service which would make for efficiency and expedi-
tion". (Para 19). 

The suggestions made in this report may be considered in the light 
of the decisions taken on those recommendations. 



B. Functions 

3. The original object of the Corporation was to help small indus--
tries in securing orders from Government purchasing departments .. 
This could be secured either by arranging direct contracts between 
the Government purchasing organisations and small scale manufac-
turers or by the Corporation taking the main contract and issuing 
sub-contracts to the small scale industries. It was later decided by 
the Government of India that the Corporation should undertake other 
work and commercial ventures aimed (at assisting and developing 
small scale industries. Thus new items of work such as marketing. 
service, supply of machines on hire-purchase basis, construction of 
two Industrial Estates at Okhla and Naini, setting up and running 
of Prototype Production-cum-Training Centres have been entrusted to· 
the Corporation. 

4. Some of the functions entrusted to the Corporation are trading 
activities. Others are purely promotional. In their 77th Report, the 
Committee have pointed out that both the National Small Industries· 
Corporation and the Development Commissioner, Small Scale Indus-
tries, are at present entrusted with the development and promotion of 
small scale industries. A view was expressed before the Commit!ee 
. that some of the promotional activities like Government purchase and 
development of ancillaries, now dealt with by the Corporation, should 
be transferred to the Development Commissioner. The Secretary of 
the Ministry was also of the view that the promotional activities should 
be transferred more and more to the Development Commissioner and 
the National Small Industries Corporation should be left with trading 
activities only. The Committee feel that if the existing dual organi
sation is continued the functions of the Development Commissioner and· 
the National Small Industries Corporation should be clel1J"ly demar
cated so that the National Small Industries Corporation may devote 
itself more and more to trading activities. 

C. Government Control 

5. The Articles of Association of National Small Industries Cor-
poration do not specify any limits on the powers of the Corporation: 
for incurring capital expenditure and borrowing without approval of 
Government. It was stated that as the funds. at the disposal of the 
Corporation were limited and since Government was the only source 
from where loans could be raised, all schemes involving capital expen-
diture and a1'i proposals for borrowing were referred to the Ministry 
of Coinmerce and Industry. Thus although the Articles of the Asso
ciation oJ the National Small Industries Corporation do not embody 
any restrictions on its powers, in actual practice the powers of the Cor

. poration are subject to full Government control. It is not consistent 
with tHe character of a Corporation to suffer from a disability to incur
capital expenditure or a loan, however, small it may be, without the: 
prior approval of the Government. 
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6. The Articles of Association of other Government Companies like 
the Bharat Electronic Ltd. and the Hindustan Steel Ltd. lay down 
certain limits with regard to the powers of companies in such matters. 
The Committee feel that it would be desirable to follow a uniform 
pattern in this regard and to lay down limits to the powers of the Cor
poration rather than vest it with hypothetical powers which are not 
expected to be exercised. 

D. Setting up of Subsidiary 'Corporations and their re-conversion 
into Branches 

7. Three regional offices of the Corporation--one each at Bombay, 
Calcutta and Madras-were set up in the year 1956-57 in order to 
make the services of the Corporation available more directly and 
effectively to small units in the regions. It was felt that the opening 
of regional offices would accelerate the . progress of the schemes of 
assistance to small scale units to secure Government contracts and to 
develop ancillary industries. 

8. Later on, it was felt desirable to decentralise the functions of 
the Corporation, more particularly those relating to marketing assist-
ance and hire-purchase schemes because the implementation of both . 
these schemes required active cooperation of the State Directors of 
Tndustries and collaboration with the Small Industries Service 
Institutes. It was, therefore, decided early in 1957 to convert these 
branches into subsidiary corporations and also to set up a separate 
subsidiary corporation at Delhi. Thus the National Small Industries 
Corporation consists of a holding corporation at Delhi and four subsi-
diary corporations with headquarters at Delhi, Bombay, Calcutta and 
Madras. 

9. The Committee were informed that after a year's working of 
the subsidiary corporations a committee was set up to assess the com-
parative advantages and disadvantages of carrying out the decentralis-
ed functions through autonomous bodies vis-a-vis branch organisations. 
As a result of the _recommendations of the Committee it has since 
been decided to reconvert the subsidiary corporations into branches. 

10. The representatives of the corporation, expla1ning the reasons 
for this last decision, stated that the Subsidiary Corporations were set 
up to. secure speedier implementation of the various schemes of the 
Holding Corporation but in actual practlce it was found that the 
Subsidiary Corporations had become another bottleneck. Thus within 
the brief period of three years the organisation of the Corporation has 
undergone two major changes. 
~013 (All) LS-2. 
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11. It would be obvious that an appropriate organisational patltern 
for the Corporation was not properly thought of at the beginning and 
major changes had to be made within a short period. The Committee 
~~l that such an impoNant matter should have been given full con
sideration at the begi;ming to obviate the necessity of frequent changes. 



D 
ACCOUNTS AND FINANCE 

A. Authorised Capital 
12. The following table indicates the position of capital and 

'lx>rrowings of the National Small Industries Corporation Ltd., New 
,Delhi, during the last 4 years:-

S. Particulars 
No. 

I. Capital 
(a) Authorised 

(b) Paid-up 

2. Loans taken from the 
Govt. of India' 

3. Ratio between paid-
up capital. & loans 

(Figures in lakhs of Rs.) 

1955-56 

10 50 50 .so 
10 20 

177 

1:4'4 

13. The Committee were informed that a proposal to increase the 
capital of the Corporation to Rs. 3 crores which was once rejected 
had again been referred to Government for consideration. 

14. It would be observed from the foregoing table that the ratio 
between paid-up capital and loans is about I; 7. The Secretary of the 
Ministry of Commerce and Industry, explaining the existing ratio of 
the paid-up capital to loans, stated that it was desirable that the Cor-
poration should be operated on loan basis because it would help 
assessing its real position. The Committee cannot help feeling that 
the ratio obtaining in the National Small Industries Corporation is 
-somewhat high·. If the raising of the loans had resulted in higher 
profits then at least it could have been justified. Here it is found that 
the borrowings have only added to the losses. The Committee recom
mend that the capital requirements of the Corporation may be reviewed 
and properly assessed . 

...... .. .•.. s ratio of totallisbilities to tangible net worth (i .•• pQti up cafital plw 
Re$8~ flu--intangibl. and fictitiOUS assets, if any) in excess of 100.0 per c-ent il 

unusud. R1rely, if ever, Ihc-uld totalliGbilities of a commerchl tr industrial 
concern exceed the tangible net worth, 81 in luch Cfles credit0ra have more at 
'8t3ke in a business enterprise than the stockholders or the owners." 
(Source: Practical Financial Statement Analysis by Roy A. Foulke, 1957, pp. :ISO). 
Italics by the Committee. 
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B. Financial Results of Working 
15. The table below gives certain figures relating to the financial! 

working of the National Small Industries Corporation for the years, 
1956-57 and 1957-58. 

(Figures in lakhs of Rs.) 

5. No~ Particulars, 

Holding Corporation 
Losses 

I. Net lo~es excluding interest on loans from 
Government and taxes. 

2. Interest arid Taxes paid 

3. Net losses including interest and ta'Ces 

4. Percentage of (3) to paid-up capital 
'\ 

Subsidiary Corporations 

7·74· 6·341 

.31 2·68: 

8·05t 9·02' 

4° 22·5 

s. No. Particulars -------------------

I. Net losses 
2. Percentage 

Losses to 
Capitru. 

of Net 
Paid-up 

Bombay 

86 

Calcutta 

1·96 

Delhi Madras 

1·89 1·44-

.16. Losses.-It will, be observed that the Corporation has been. 
working at a'loss since its inception. The total net loss incurred by 
the Corporation (including the subsidiary Corporations) during the 
year 1957-58 was Rs. 16·4 lakhs that is 41 per cent of the present 
paid-up capital of the Corporation. These losses have been made 
~od by the Government by means of grants. In this connection, 
the Directors of the Corporation have stated as follows in their Report 
for the year 1957-58: 

,'Although the Corporation was registered as a liinited cOIil-
panI, itsaim~. and o~jectives be~g pure~y ,pr0D?:oti~a1, 
It 'has very little scope tofunchon as a self-Stifficlent: 

• InclUSive of'~ r61ating to Branch Offices which were BuhsCqueittly converted 
lfIto 'subsldi lry cOrPorations. 

t In the Profit and Loss Account for the year 1957-58, cOIit8iD.i:d in the Third Atmual 
Report of the Corporat' on the ret loss for the year 1956-57 carried over to the' 
Ba:ance Sheet's shown as Rs. 8· o5JakhS. At the time of factual verification it waS 
stated that during 1956-57 the Corporation incurred a net loss of Rs. 4,39,957 only>-
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unit. The working deficit should, ~erefore, for all 
practical purposes be consider¢ as Service Charges 
which have to be met by Government Grant from year 
to year.' 

This statement does not appear to be totally correct. The Corporation 
was intended for certain trading functions and when it was set up it 
was envisaged to be self-supporting. . Besides, all the functions of the 
Corporation are not purely promotional. Some like Government 
purchases, development of ancillaries are undoubtedly promotional but 
activities like hire-purchase of machinery and marketing are predomi-
nantly trading functions. It should be possible for the latter functions 
to be. operated on a profit basis. In any case, it is essential that there 
should be no loss on such activities. 

17. It was suggested to the Committee that if the Government 
wanted to subsidise small industries through the activities of the· Cor-
poration the subsidy should be taken into account m working out the 
I'esul,ts of t)le operation of the Corporation and shown dearly m tbC 
accounts as such. The Committee think that if the Gove~n{ wiSh 
to subsidise an activity the· subsidy should be given at a speCi1ic rate 
·and accounted for accordingly instead of the total loss incurred being 
r~~sed. That wou.I4 enaple the el~ment of subsi<lY to be dis-
1in~is~ £roD,! the. tnlding loss incurred by ~ Corporation. They, 
1herefore. re~o~me,!}d ~~at thi! rat~ and ~xtf!1II of supsidy paya/JI~ to 
t.'4,e ... corp,-.,!?rtyl.~.p.; for ;t~ pro172otiontJ! actbdties may pe fixe4 an4 ac:count-:-
.e for as sucn. ,.. ... ..... -. 



m 
GOVERNMENT PURCHASES 

A. Background 
IS. As stated in para I above, the National Small Industries Cor--

poration was set up mainly for purposes of servicing small industry in: 
the field of Government purchases. It was stated by the Ford Founda-
tion Team, which recommended the creation of the Corporation, that-
·'the primary purpose of the Corporation is to provide the necessary 
incentive and_ help small industry to improve its technique of produc-
tion and management by working on assured orders; and to assure' 
small industry of its due place and share in India's expanding economy. 
Its whole effect would be to move small industry forward. Its basic 
function would be procurement, with power to pre-empt at least 25· 
per cent of Government indents at prices substantially equal to those~ 
offered by the general business community". 

B- Government Purchase--Original Scheme 
19. The Ford Foundation Team visualised that "such a corpora-

tion can and should succeed in India as it did in other countries . . . . 
. : ...... Its loan business can and should operate at a profit." At 

.. the time of setting up of the corporation it was, therefore, envisaged' 
that there would be a margin between the rate obtained by the Cor-
poration from the Government purchasing departments and the pro-
curement price payable to small scale units, thus enabling the Corpora-
tion to earn profits to pay for its establishment and become a self-· 
sufficient unit. In actual practice, however, this did not work. It was 
explained that the Corporation could not be given the place .-
of a parallel organisation for Government Purchases. The Cor-
poration did not receive any preference over the quotations. 
of other small industrial units because the Corporation was considered' 
as one of the many companies operating in the field of Government-
contracts. The scheme did not, therefore, materialise. 

A scheme never tried 

20. The Committee are surprised that while the Corporation was; 
set up for the specific purpose ~f operating the scheme of Government 
purchases as a trading scheme, it should not have been even given a -
fair trial. t They consider that the scheme suggested by the Ford Foun- -
dation Team was a good one. Though there might have been certain' 

t At the ¥me of fa~tual verification it was POinted out th"t the COrporation had ob-
t'ined two prime contra:ts in the years 1056 and 1058 respe-tivelv in its own nome 
and had i9Jued suh-contra~ts to sm-II sra'e units for supply of about one l?kh 
numbers of cotton vests. The contracts had not yet heen fulfilled and the delivery 
dates had to he extended from time to time as the Suh-contractcrs could not make -
supplies according to the specifirations in time. Thus, it may be-stated that 8Jl ex~ 
periment was made which was, however, not very successful_ 

8 



, 
difficulties in implementing the scheme, they feel that· it might have 
been tried by making suitable modifications, if necessary. The Com
mittee suggest that the feasibility of reviving the original scheme be 
considered at the highest level. 

C. Government Porcbase--New Scheme 
21. After the idea of tradi'lg scheme was given up, a new schen;te 

was evolved. Under the new scheme the Corporation functions as a 
Haison agency between the D.G.S. & D. and small scale units and 
assists the latter in securing Government contracts directly from the 
former. For this purpose the Corporation has a Government Purchase 
Division at its headquarteJ'i and four Regional Liaison Officers posted 
at New Delhi, Bombay, Madras and Calcutta. The procedure follow-
ed under this scheme is given at Appendix 'I'. 
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2.3. While the Committee note with some amount of satisfaction 
.that the volume of Government purchase made from the small indus
tries has been rising, they feel that it is still not significant enough and 
leaves much scope for improvement. 

24. The representatives of the Corporation claimed during their 
evidence that the increase in the volume of purchases from the small 
scale units made by the IDGS&D was due to the efforts of the Corpora-
tion. 1 t would be evident from the foregoing statement that the value 
of Government contracts placed with the assistance of the Corpora-
tion on the small industries in 1958-59 was only 56·5 per cent of the 
total purchases made from small scale units. Further, the break: up 
of the purchases made by the DGS&D from the Small Units according 
to the Groups II, 1M and IV, referred to in Appendix '1', was not avail-
able to the Committee. The Committee are, therefore, unable to 
assess to what extent the rise in percentage of purchase for small 
industries is due to the assistance rendered by the National Small 
Industries Corporation and to what extent it is due to the reservation 
of stores under Group-IV. 

25. It is further observed that the percentage of value of contracts 
placed by the DGs&D through the National Small Industries Corpora-
tion to total purchases made from small units which was about 31-6 
in 1957-58 rose to 56·5 the next year. Though in terms of value the 
purchases during 1958-59 recorded a perceptible increase over the 
previous years yet the Committee feel that there is considerable room 
for improvement. * 

26. As stated in Appendix 'I', all indents received by DGS&D 
from the various departments of Government are categorised under 
the following four groups:-

I. Items which are of no interest to small scale units and can 
be produced only in the large scale sector_ 

II. Items which by their very nature require large scale firms as 
prime contractors, but permit substantial scope to the 
large scale contractors to purchase components and partI 
from small scale units. 

III. Residuary items which firms both in the large scale as weD 
as in the small scale sectors can supply. 

IV. Items which could be reserved for procurement from smal 
scale units only. 

The position with respect to Government purchases from small units 
of stores falling under Groups II, III and IV referred to above is as 
follows:-

(i) GROUP II-Sub-contracting 
The Committee were informed that the large - scale • ·contractor» 

~ere not inc~ned to farm out orders for components etc. to the small 
-In U.S.A., the military prime contract awarded to small business ~ the first 

11 months of fis::al years 1957 and 1958 totalled $3175 million and $2770 
million ~d con~ituted IS· 9 per cent and 16· 2 per cent of the net value 
of all mlhtary prlme contracts awarded during those periods respectively. 

2013 (Aii) LS-3. 
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scale units. A Committee was, therefore, appointed by the Small 
Scale Industries Board to advise on the steps to be taken to encourage 
the growth of sub-contracting system in 1958. This Committee recom-
IDepded that a price preference of 10% of the actual value of com-
pone,ntS and parts purchased from small scale units should be allowed 
to, the large scale units. This and other recommendations of the Com-
mittee were stated to be still under consideration of Government. The 
Committee regret that though more than a year has elapsed since the 
submission of the Report by the Committee, the Government have not 
been able to reach any conclusion over its recommendations. They 
suggest that Gow'rnment's decision in this matter be expedited. 

Oi) GROUP Ill-Fields in which Small Units compete with Large 
Units 

To enable the small units to quote competitively with the large 
scale units, a price perference upto 15 % over the acceptable tenders 
recejved from the large scale units is given by the DGS&D on the 
merits of individual cases. It was represented to the Committee that 
though the policy of price preference had helped the Small Units, only 
10% of the total purchases were made on that basis.· The Committee . 
suggest that the scheme of giving a price preference to the small indus
tries be reviewed to assess the results achieved so far and to devise 
ways and means for the scheme being fully utilised by small industries. 

fill) GROUP IV-Items reserved for Government procurement from 
Small Scale Units 

At present 27 items have been reserved by the DGS&D for pro-
curement exclusively from the small scale units. In evidence it was 
stated that the list of such items was now being expanded to include 
about 59 items and that the matter was under consideration. The 
Committee suggest that an early decision may be reached with regard 
to the items under consideration and further steps taken to enlarge the 
number of such items to be included under this group. In this con
nection, they invite reference to their recommendation in para 55 of 
the 77th Report relating to the Development Commissioner, Small 
Scale Industries. 

27. The Committee suggest that in order that a proper apprecia
tion of the extent 10 which purchase policy of the Government 
governing each group has been successful may be possible, statistics 
showing the volume of purchases made under each group should be 
maintained. 

E. Extension of the scheme to other Central Government Departments/ 
SCite Governments etc. 

(i) Purch'ase~ made by other Departments of Central Government 
28. The existing scheme of the Corporation to assist the small 

scale units in securing contracts is at present confined to the purchases 
• At the time of factual verification it was stated that where 8m' 11 unIts had com-

peted Ruc.e8sfully with large units in the past no preference was generally ,pen. 
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made by the DGS&D only. Purchases made by other departments of 
the Central Government e.g., Railways, Posts and Telegraphs and 
:Defence Services, otherwise than through DGS&D, are not covered by 
;it. The Committee were infonned that the negotiations were going 
·on with the Ministries of Railways and Defence in this respect. As 
regards other departments, negotiations have not yet been started. 
The Committee are surprised that though the Government purchase 
scheme was entrusted to the Corporation about four years ago, the 
extension of the scheme to the Railways and the Ministry of Defence 
should not have been. ·completfJd till now and that not even a begin
ning should have been made 10 extend it to departments like the Post-r 

:and Telegraphs. ',l'hey suggest that urgent steps be taken to extend 
the scheme without further delay to all the departments of the Gov
,ernment of India at present not covered by it. 

(ii) Purchases made by State Governments 
29. As regards the purchases by the State Governments the Com-

mittee understand that the Small Scale Industries Board recently 
recommended and requested all the State Governments to adopt a 
procedure similar to that of the Centre for making purchases from the 
small industries and the Corporation has placed its experience at the 
disposal of the State Governments in fonnulating their schemes. TM 
Committee feel that pending the adoption of the procedure recom
.mended by the Small Scale Industries Board,' the National Small In-
· dustries Corporation may extend its assistance to the small industries 
,in securing contracts from State Governments also. 

F. Need for special steps 
30. It would thus be obseryed from the foregoing paragraphs that 

the scope of the present scheme of Government purchase through tho 
1-fational Small Industries Corporation is restricted to DGS&D only. 
Further, the role of the Corporation" as would be seen from the proce-
·dure (Appendix 'I') followed in working the scheme, is limited to 
association with the Committees set up in the offices of the DGS&D 
for classification of indents, distribution of tender papers to small 

· it;tdustries on the list prepared by the Small Industries Service Insti-
tutesand enabling the small industries to get loans from the State 
· Bank of India upto 100% of the value of raw materials as against 
75% of the value nonnally allowed. The work of the Corporation is 
"linked with that of one or the other agency at each stage. The results 
of such an arrangement have not been very substantial as already 
-noticed. The Committee consider that some special efforts are 
.required to make the scheme yield better results. 

• 



IV 
FINANCIAL ASSISTANCE 

A. Credit Guarantee Scheme 
31. Following the recommendations made by the Small Scale-

Industries Board in their meeting held in September, 1955, the 
National Small Industries Corporation entered into a credit guarantee 
-arrangement with the State Bank of India. Under this Scheme the 
Bank advances, on the guarantee of the Corporation, loans to small' 
scale units against the security of raw materials upto 100% of t:ltw-
.... alue required for the execution of Central Government contracts: 
obtained through the assistance of the Corporation. 

32. This scheme is subject to the following limitations:--
(i) It applies only to State Bank of India and not to other-

commercial Banks. 
(ii) Loans are given against the security of raw materials 

required for Government contracts secured through the 
National Small Industries Corporation Ltd. 

(iii) A surcharge of half per cent on the amount of loan is 
realised by the Bank and credited to the account of 
National Small Industries Corporation in addition to the 
normal rate of inter~t of 6 % charged by the Bank. 

(iv) Guarantee of the Corporation is limited to a maximum 
sum of Rs. 25,000/- in each case. 

(v) The total liability of the Corporation under the arrange--
ment is not to exceed Rs. 30 lakhs at anyone time. 

B. Progress of the Scheme 
33. The Scheme was introduced in January, 1959. The total 

amount of loans sanctioned by the State Bank of India to small scale-
units under the scheme amounted to about Rs. 2 '15 lakhs only upto-
January, 1960. 

34. It is thus evident that the scope of the guarantee scheme is 
limited and considering the amount of advances made under the
.!Cheme it is obvious that it has not been availed of to any appreciabko
extent. 



V 
DEVELOPMENT OF ANCILLARIES 

A. Importance 
35. The importance of developing small units as ancillary to large 

~ale industry by co-ordinated production has been recognised for long 
in all quarters. Such an arrangement, besides helping to create more 
.employment opportunities, facilities the de-centralisation of industries 
and production of components and accessories at comparatively lower 
008ts. The modem tendency in the more industrially advanced coun-
tries like Japan and U.S.A. is also to utilise ancillaries to the fullest 
~xtent possible. 

B. Agency for development 

36. The work relating to the development of small scale units as 
.ancillaries was entrusted to the Corporation in 1955. The Committee 
-were informed that at present both the organisation of the Develop-
ment Commissioner, Small Scale Industries and the National Small 
Industries Corporation were engaged in the development of ancillaries 
hut the primary responsibility was that of the Corporation. While the 
Small Industries Service Institutes were responsible for locating small 
'llDits which were competent to supply components etc. of requisite 
'Standard to large units and were fit to be associated as ancillaries, the 
National Small Industries Corporation was responsible for bringing 
;about an understanding between the large and the small units COD-
;eemed by negotiation. 

37. As to the reason for dual responsibility for the development 
Q{ ancillaries, the representative of the Corporation stated during 
evidence that the Development Commissioner could not undertake 
negotiations with large units on behalf of small units because hm. 
erganisation was advocating their cause. The National Small Indus-
tries Corporation also exists for the same purpose. The Committee 
me not satisfied with the divided responsibility for development of 
llncillaries. They recommend that it may be reviewed in the light of 
:the decision to be taken on the recommendation of the Committee 
contained in para 4. 

c. Progress of the Scheme • • 
38. Development of ancillary industries is being att~mpted by the 

National Small Industries Corporation by obtaining voluntary agree-
ments from large scale units. For the sake of convenience, the work 
bas been divided into two catergories. First, the Corporation is 

15 
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attempting in collaboration with Small Industries Service Institute: 
concerned, to obtain voluntary agreements of the large scale units in. 
the public and private sectors for promotion of ancillary units as per-
petual feeders of components and parts. The Corporation is stated t(} 
have approached a number of large scale units in both the sectors for 
the purpose. Scheines" for setting up ancillaries are stated to have 
been finalised in three cases. Secondly, efforts are being made to 
secure agreements of as many large units as possible for obtaining 
their requirements of components and parts from the small units in. 
accordance with a Rrocedure laid down for the purpose. The progress· 
achieved in this re~pect has not been intimated. 

39. In their evidence before the Committee, both the representa-
tives of the Corporation and the Ministry admitted that the progress 
achieved so far in the setting up of ancillaries had been very negligi-
ble. 

40. The Standing Committee of the Small Scale Industries Board 
set up a Committee in August, 1958, to examine the ways and means 
of development of small scale units as ancillaries to large industries, 
That eommittee made several recommendations (given in Appendix 
11) which are stated to be under consideration of Government. The 
Commiittee have already dedit with the matter in para 26 (i) of their 

.re(Jort. 

41. So far, the Corporation has adopted the method of pursuasion , 
by negotiation for development of ancillaries. It is evident that this 
method has not been attended with any appreciable success. It is 
therefore apparent that besides pursuasion certain positive measures 
are called for. Though the necessity of such measures has been 
recognised by the Government no steps seem to have been taken so 
far in that direction. 

42. The Committee consider it di'lappointing that while the Gov
ernment are wedded to a policy of de-centralisation of industries and 
development of ancillaries even" public undertakings have not taken 
adequate steps to implement this policy despite recommendations made 
by the Committee to that effect in th~ir earlier reports relating to the 
Bharat Electronics Ltd., Hindustan "AIrcraft Ltd. etc. They feel that 
Public Undertakings ·should take a lead in this respect and set. kl1l 
example to the private sector. They, therefore, consider that the issue 
of a directive to all the Public Undertakings to encourage small indus
tries, as recommended by the Sub-Committee on ancillaries, should be
the first essential Rositive measure to be taken by Government for deve
lopment of ancillaries. 



VI 
HIRE PURCHASE DIVISION 

A. Background 
43. The Ford Foundation Team observed that there was an over-

all lack of risk capital within small indu~try in India and that it seemed 
necessary to provide such capital by certain measures. They recom-
mended that loans should be granted to persons and enterprises for 
buildings, workshops and buying machines, equipment, the security 
consisting primarily or entirely of mortgage on the real estate and 
machinery. In this connection, the Team also envisaged that as an al-
ternative the Government Organisation set up for providing Govern-. 
ment loans to small industries could buy suitable machinery in bulk and 
rent them to the craftsman with arrangements for eventual purchase of 
such machinery by the borrower. Accordingly, the Corporation. has 
undertaken a scheme of supplying industrial machinery and machine 
tools on hire purchase to small industries from 1956. 

B. Progress of the Scheme 
44. The progress of the scheme is shown below: 

Applications finally accepted 

No. of applications 
No. of machines 
Value 

Orders placed : 
No. of machines 
Value 

Machines delivered: 
No. of Machines' 
Value. 

Machines supplied: 

Year 

1956-57 
1957-58 
1958-59 
1-4-59 to 31-8-59 

TOTAL 

17 

Position as on 31-5-1959 

1558 
5679 

Rs. 497'6 lakhs' 

3,867 
Rs. 360·9 lakhs 

No. of No. of 
Units Machines 

• 96 
225 • 
311 
2 04 

191 
787 

12 56 
665 --- ---.-.. 
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45. The Committee were infonned that bulk of the demand was ill 
respect of machinery which had to be imported and such machin~, 
accounted for approximately 70% of the total value of machin~ 
sup\>1ied. 

46. It will be observed that while the number of machines supplied 
iJ increasing only 50% of the number applied for has been supplied . 
.rhile this may be partly due to the fact that bulk of the demand is for 
imported machinery and the imports take time, it appears also to he 
due partly to the time taken in processing the applications. 

47. The Committee heard several complaints of delay in the proce-
dure of supplying the machines. Compl<l1nts in that respect were also 
made in the Lok Sabha during the debate on the annual report and 
accounts of the National Small Industries Corporation held on the 29at 
August, 1959. The present procedure, which is stated to have beeR 
very much simplified, is given in Appendix III. The representative of. 
. the Corporation stated at the time of evidence that the delay was not 
due to procedural delays by the Corporation but due to the time tak~ 
in processing the applications through the Directors of Industries wheJ 
had to issue essentiality certificates· for supply of raw materials before 

.. the small industries could place orders for plant and machinery on the 
Corporation. Besides the small units frequently changed their demand 
with regard to the types of machines required and their specificatiom; 
and it took much time in getting clarification from them. 

48. The Committee consider that the procedure prescribed for the 
.-;upply of machinery is still corpplicated and there is room for further 
simplification. They also feel that the Present arrangemeTllt by which 
all applications have to come to the Holding Corporation can be decen
tralised by delegation of powers to the subsidiary corporations/branc" 
offices to some extent. The Committee, 'therefore, recomme"d thllt 
Ihe feasibility of further simplifying lhe procedure may be considered. 

49. It will also be seen from the foregoing table that the total num-
ber of units is 896, while the total number of machines supplied to 
them is 2899-which means that each unit on an average had more 
than 3 machines. This coupled with the fact that bulk of the demand 
is for imported machinery suggests that the machines have been supplied 
to fairly larger units instead of to the renlly small units. The Committee 
suggeM that the working of the scheme may be reviewed with a view 
10 assess to whqt extent it has benefited the smaller units. 

50. The.Committee also recommend that the scheme may b~ utilised 
to encourage the use at indigenous machinery and machine tools _ 
,far 4S possible. 

• At the time of factual verification it was pointed out that the State Directorates of 
Industries are Dot required to iuue essentiality certificates for ,upply of raw mate-
ria), before forwarding Hire Purchale application' to the Corporation. 



C. Losses in the operation of Scheme 

51. The sales turnover and the financial results of the scheme since 
1956-57 are given below:--

----------

Year 

1956-57 
1957-58 
1958-59 

(figures in lakhs of Rs.) 

Minimum Sales 
Sales Turnover 

Targets 

100 
100 

12·28 
76.4° 

144. 2 4 

Losses 
Incurred 

52. It will be seen from the above table that the scheme has been 
runn!ng at a loss from the beginning. The Committee were informed 
that the scheme was financed by obtaining loans from the Government 
at 4t% per annum and the prices at which machines were sold under 
the scheme did not leave any margin to cover the establishment and 
trading expenses. The Corporation had decided to charge interest at 
6% from individuals and 5% from industrk1l co-operative in respect of 
machinery supplied on the hire purchase basis but at the instance of the 
Government the interest rates were reduced to 4t% and 3t% respec-
tively while the market rate of interest for such operations was about 
12 % * . The Corporation could not, therefore, be self-sufficient in the 
business. 

~3. The idea that the Corporation should not suffer any loss in the 
hire-purchase business found support frem a number of witnesses. Th~ 
Corporation could raise its rates of interest in order to cover its cost<; 
without detriment to the industries. The Secretary of the Mini!; try 
slated that in the initial stages it was necessary to bear some loss in 
order to popularise the scheme. He agreed that the scheme had 
attracted adequate public attention and the corporation could now raise 
its interest rates. 

54. The Committee feel that this scheme should be operated on a 
no loss basis, if not on a profit basis. In case the Government con'fider 
it necessary to subsidise the scheme, the rate and e:went of the subsidy 
should be clearly specified and accounted for separately as suggested in 
para 17. ." • 
. ..- *At the time offactu~l~verification it was pointed out that an intere·st of d% per 
vear is charged prov:ded the Hire Purchase value of machine or mlchines for whkh Hire 
Purchase Agreement/Agreements has/have ~een executed and are in force, d<'es not exc-
eed Rs. T5,ooo. For a machine or marhines supplied suhseQuentlv, which raises the total 
value of mashines supplied to the applkant (and for whkh Hire Purchase Agreement (s) 
a re in force) above Rs. 15,000, the rate of interest will be 6% per year. For Industrial 
Co-operztives, the rate of interest in these cases will t-e 3,% 2nd 5% respectively. 

2013 (Aii)L,S.-4, 



VII 
MARKETING OPERATIONS 

A. Background 
55. The Ford Foundation Team i"ecommended that the Central 

Government might establish an autonomous marketing service corpora-
tion for rendering marketing assistance to small units. The relevant 
extracts of the report are given in Appendix IV. The Government. of 
India accepted this recommendation and decided to set up a marketIng 
service corporation in addition to a smail industries corporation. But 
this decision was not implemented. In a note furnished to the Com-
mittee it was stated that it was not considered necessary to have multi-
plicity of agencies for marketing and therefore the National Small 
Industries Corporation was made respon~ible for the following market-
ing functions:-

(i) to determine consumer demand through surveys, encourage 
producers to meet this demand and to secure and process 
orders from whole-salers and retailers at least on an ini-
tial basis; and 

(ii) to set up a marketing news service, to establish contacts 
and reporting liaison with all principal foreign and 
domestic markets. 

But here also the decision was not implemented and the Corpora-
tion did not undertake these functions. Instead, a separate marketing 
scheme was adopted as indicated below. 

B. MobHe Sales Vans 
56. The Government secured the services of a marketing expert for 

studying the problems of marketing facing the small scale units and to 
suggest the lines to be adopted by the Corporation. The marketing 
experts recommended operation of mobile shops which could perform 
the three functions of distribution, namely, wholesaling, physical move-
ment and retailing in a single operation. He proposed a fleet of five 
vans each operating from four bases namely, Delhi, Bombay, Madras 
and Calcutta. In pursuance of this recommendation, the Corporation 
started the scheme witb. three mobile \"~m based in Delhi. It was sub-
sequently extended to other centres also. 

57. The M6bile Sales Vans were operated for four years at the 
end of which the scheme was reviewed. It was felt that an effective 
programme 'Of marketing assistance a,nd research could not depend upon 
the mobile sales vans alone as its individual effectiveness to do the 
job was limited. It was decided to give up the scheme with effect from 

20 
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the 1st April 1959 and to draw up a more comprehensive scheme of 
marketin~ products of small _scale industries_ Nine out of ~e twelve 
mobile sales vans together WIth some of the stores of the vanous sub-
sidiary corporations were also disposed of. The results of the opera-
tion of the sales vans are as follows:-

1955-56 
1956-57 
1957-58 
1958-59 

Year 

(Rupees in lakhs) 

Sales 

- 10 
-7 

3- 2 4 
2-°9 

Percentage 
of losses 

Losses to Sales 

-17 
1'7 
3'7 

3- 10 

Turnover 

170 
229 
1I5 
150 

58. It will be observed from the foregoing table that the operations 
of the sales vans have resulted in a total loss of about Rs. 8.67 lakhs. 
Besides, the disposal of 9 vans resulted in a capital loss of over Rs. 2 
lakhs_ * The Committee consider that the losses incurred in ~he scheme 
are due to defective planning and execution. Besides, the Committee 
are surprised that it was necessary for the Corporation to operate the 
scheme for four years to realise its ineffectiveness when it was incurring 
heavy losses every year since its inception. They urge that the Corpora
tion should work in a more businesslike manner in dealing wUh such 
matters. 

C. Wholesale Depots 
59. The Corporation has also set up the following wholesale depots 

to overcome the three main shortcomings in marketing the products of 
small scale units, namely:-

(i) lack of standardisation; 
(ii) lack of trade names that would assure quality; 
(iii) lack of contact with a wider market. 

The depots are: 
(i) Agra Depot (for leather footwear) 

(ii) Khurja Depot (for pottery) 
(iii) Calcutta Depot (for cotton hosierv) . . 
(iv) Bomb",y Depot (for paints and varnishes) • 
(v) Renigunta Depot (for glass beads) 
(vi) Ludhiana D~pot (for woollen hosiery) 

(vii) Aligarh Depot (for locks and builder's hardware) 
·Inclusive of depreciation. 
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The depots are said to have been opened at places where there is 
concentration of small scale units engaged in the particular lines of 
industry concerned. The depots lay down specifications for the pro-
ducts marketed through them and establish inspection arrangements 
for checking quality. The products handled by the wholesale depots 
are sold under the trade name "Jansevak". 

60. The wholesale depot set up at Aligarh for lock and builder's 
hardware has since been closed because the traders concerned repre-

. sented that they did not need any such marketing assistance. 
61. The results of operation of the wholesal~ depots for the last 

three years are as follows:-

Year 

1956-57 
1957-58 
1958-59 

~-,---------". ----

Sales 
Turnover 

Loss 
Percentage 
of loss to 

sales 

(Rupees in lakhs) 

1·17 
2· 12 
2'29 

The results of operations of each of the depots for the period 1 st 
April 1958 to 31st March 1959 are given in Appendix V. 

62. It will be observed from the above table and the Appendix V 
that the depots have been running at loss. Though the total amount 
of loss incurred by the Corporation has been rising, the 
Committee are glad to note that the total value of sales has been mov-
ing at a rapid rate and that the percentage of loss to sales has fallen 
substantially. But, the net result being still a loss there is no room 
for complacency. The Committee recommend that suitable steps 
may be taken to improve the results of operation of the wholesale de
pots . . Judging from the rate of progress shown, there should be no 
difficulty in eliminating the losses altogether and earning some profits. 

63. It also appears from the Appendix V that the expenses of the 
depots excluding the trading expenses are somewhat on the high side 
as compared to sales, for instance, the expenses incurred by the Reni-
gunta depot come to about 55 % of the sales and the expenses incurred 
by Calcutta depot come to about 35% and in other cases the percentage 
of expenses to ~ales comes to about 10 per cent. 

64. Tht( Committee were informed that the depots had been pro-
vided with minimum establishment and there was no scope for reducing 
the overhead expettses. The average expenditure of a d~'pot was esti-
mated to be Rs. 3,000 per month and that there should be a sales turn-
over of at least Rs. 50,000 per month to enable the depot to attain self-
sufficiency. It appears that none of the depots excepting the Ludhiana 
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depot has, .achieved the target of sales turnover envisaged. In one case 
the sales turnover for a year was a little over the target for a month. 
The Committee were, however, informed that the sales in all the depots 
were progressively on the increase and it was expected that the depots 
would achieve the targets in the near future. The Committee hope 
that suitable steps would be taken to ensure that the targets are achieved 
quickly. They recommend that the incidence of the overheads should 
be spread over a larger range of activities. To this end the Corpora
tion may consider the feasibility of entrusting one or more products 
for trade to the wholesale depots. 

D. Exports 
(i) Export of Shoes 

65. At present, the National Small Industries Corporation exports 
shoes to Russia, Poland and East Germany, through the State Trading 
Corporation Ltd. which negotiates orders with buyers in foreign coun-
tries and places orders with the former for execution. 

66. The Corporation has no manufa;;turing programme of its own; 
it obtains all supplies of shoes from the small scale units and cottage 
workers. The procurement price is fixed by its Te.chnical Officers after 
taking into account the cost of leather, other materials and labour and 
profit element of 12-!% for the fabricators. A margin is added by the 
Corporation in fixing F.O.B. prices in order to cover overhead expenses 
and other trading charges connected with the storage, packing, trans-
portation etc. A small margin of profit is also left to the Corporation" 

(a) Sales Turnover 

67 .. The National Small Industries Corporation has executed the 
following orders so far:-

Russian Orders : 

1St Oct., 1956 
2nd Oct., 1957 
3rd Oct., 1958 
4th Dec., 1958 
5th Feb., 1959 

Poland : 

1St July, 1957 

German Democratic Republic: 

1st ~rch, 1959 

• • 2' 5 lakh pairs 
" 65000 pairs" 
• 52000 pairs . 

50000 pairs 
46000 pairs 

54000 pairst • • 

60000 pairs 

------------------- --------------------------------
tAt the time of fa-tual verification it was stated thlt ag j:15t this order, only 21061 

pairs of shoes were shipped. 

2013 (Ail) LS-5 
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68. The sales turnover and the profit earned on the export of shoes 
are as follows: 

Year 

1956-57 

1957-58 

1958-59 

Sales turnover 

Rs. 28' 48 lakhs 

Rs. 35' 65 lakhs 

Rs. 36'941akhs 

Profit 

Rs. 2' 79 lakhs 

Rs. 2,215 

Rs. o· 74 lakhs 

69. It will be seen that though the total sales turnover has been 
increasing from year to year, the profits have been falling. This has 
been attributed to the opening and maintenance of 7 exports cells* of 
the Corporation in different parts of the country in anticipation of bulk 
orders during the years 1956-57 and 1957-58. 

70. Besides, in the first Russian order one flat selling price was 
agreed to for all varieties of shoes. supplied whereas the procurement 
price was different for each variety. The varieties whose procurement 
prices were low were shipped in larger quantities at the beginning and 
the larger profit earned was reflected in the accounts of 1956-57. 

.. '71. Explaining the fall in the profits during 1957-58, it was stated 
that it was mainly due to two factors, namely, (i) the total expenses 
incurred during the year for running three export cells were more than 
the total expenditure incurred during 1956-57, and (ii) the amount of 
gross profit earned in respect of each pair of shoes declined considerably 
as comparatively lower rates had to be agreed upon in respect of the 
orders executed. 

72. The Committee feel that the export market for shoes is not 
yet established and therefore is not steady. The Committee doubt whe
ther it was essential to have set up the export cells. Further they 
observe that the Corporation had branch offices and/or wholesale 
depots at five places where the cells were set up. The work of the Cells 
could perhaps have been done by the existing agencies till the business 
became stabilised. The Committee are of the view that the decisions 
to set up export cells and having set them up to close them down soon 
after were not businesslike. They recommend that as the expenses in
curred on these cells are stated to have contributed largely to the fall 
in the profits earned by the Corporation, the feasibility of merging the 
present export cells at Agra and Bombay with the wholesale depots at 
~hese pla~es ma, be considered. 

(b) Rejections 

73. The Committee were informed that so far claims for defective 
supplies of shoes had been received by the Corporation in respect of 

'"Cells were established at Agra, DeIhi, BomblY, C o kUtt1, BlOgalore, MadrliS and 
Hyderabad. The llist four were closed down lit the end of 1957-58. 
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first, second and third Russian Orders only and amounted to approxi-
mately 1.18% of the F.O.B. Contract Value. As regards the supplies 
made to East Germany, the Committee were informed that that Gov-
ernment was not very much satisfied with the quality of shoes exported 
to them. The representative of the Corporation in his evidence con-
firmed it but stated that it was so because the upper leather available 
in the country was not of the quality required. The Committee under-
stand that to overcome this difficulty, the Corporation had made 
arrangements with certain Tanneries at Calcutta for the supply of 
good upper leather. They hope that with the steps taken the incidence 
of rejection will be reduced. They suggest that a very careful watch 
should be kept over the rejections because the security of the market 
would largely depend on that factor. 

( c ) Fabrication of Surplus Shoes 

74. During their on-the-spot study visit to the Export Cell at Agra 
the Committee found that about 54,000 pairs of shoes costing Rs. 8.49 
lakhs which were got fabricated during the execution of first Russian 
order were lying undisposed of. They were informed that an assurance 
had been given informally both by the State Trading Corporation and 
the Russian Government that these would be included in the next re-
peat order. The repeat order when received subsequently, did not, in-
clude the varieties of shoes in stock as a result of which these were 
rendered surplus. The Corporation has not been able to dispose of 
the surplus shoes. It is estimated that the Corporation is likely to suffer 
a loss of about Rs. 4 lakhs on this account and it has been decided that 
the loss should be borne by the State Trading Corporation. 

75. The Committee do not wish to make any comment on the 
transaction because it may be viewed as a normal incidence of business 
of this nature. They understand that the shoes are of very good quality. 
They suggest that suitable steps may be taken to minimise the loss on 
this account if necessary by selling them in retail. 

(d) Continuity of Orders 

76. The Committee were informed by the Shoe Manufacturers' 
Association at Agra that there was no continuity of orders from 
National Small Industries Corporation for hand welted shoes for export 
with the result that labour had to remain idle when there were no 
orders. They, therefore, represented that regular orders might be 
ensured. The Committee suggest that the Corporation may examine 
the feasibility of co-ordinating the production programme of shoes for 
exports as well as for internal consumption in such-a way that the shoe 
makers may have continuous orders. • 

• 
(ii) Export of other items 

77. The export business of the Corporation has been largely con-
fined to shoe trade so far. As to other items which were proposed to 
be export~d by the National Small Industries Corporation, the Commit-
tee were informed that the Corporation was participating in a number 
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of Fairs and following up enquiries if any received from abroad. Cer-
tain trial orders for stockinette, hockey sticks, etc. were also stated 
to have been received by the Corporation from Australia. The Com-
mittee feel that the scope of export of the products of Small Indus-
tries can be increased to include other items like nuts and bolts for 
which they understand, there is good demand abroad. They liherefore 
suggest that a comprehensive list of items which have a market abroad 
should be prepared by the National Small Industries Corporation. 
Towards this end the Committee recommend that a survey of export 
possibilities of various items produced by small units may be conducted 
immediately in co-ordination with other organisations like the State 
Trading Corporation Expo"t Promotion Councils. 

E. Reviewing of Marketing Assistance Programme 

78. The foregoing paragraphs go to show that the Corporation has 
not so far worked out an integrated marketing assistance programme 
for small scale industries. The Ford Foundation Team and the Market-
ing Expert referred to in para 56 above gave certain schemes which 
the Corporation did not adopt wholly. The modified scheme taken 
up by the Corporation has not achieved any significant success. In 
this connection, the seminar of the senior officers of the Small Industries 
OrgmPsation held at Bangalore in July 1959 observed as follows:-.. 

''The Seminar was of the view that while considerable progress 
had been made by the Corporation in marketing certain 
small scale industries products outside the country, no 
appreciable progress had been made in affording market 
service to small scale units in the internal market. The 
efforts so far made by . the Corporation had not made 
any impact on the programme of market assistance and 
it was recognised that in a seller's market the small scale 
units were not anxious to avail themselves of the market 
assistance offered by the Corporation. It was, however, 
felt that more positive steps should be taken by the Cor-
poration to provide effective market services wherever 
there was a felt need for such service". 

79. The Committee were informed by the Chairman of the National 
Small Industries Corporatio~ during h~r evid~nce that the marketing 
programme of the Corporation was bemg reVIewed and that it would 
be finalised within a few months. In this connection, the Committee 
suggest that the following points may fJe kept in view:-

• 
(i) J"Ihile reviewing the marketing programme the pattern of 

I1zarketing assistance suggested by the Ford Foundation 
Team might be taken into consideration. 

(ii) More wholesale depots may be opened at centres where 
there is a definite need for them. 
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(iii) Sales Emporia should be opened as early as possible in 

States where they have not already been opened. In 
these Emporia the products of small industries in other 
States should also be displayed on a reciprocal basis. 
Exhibitions may also _be held in different parts of the 
country in which the State Governments may partici
pate. 

(iv) Quality marketing of the products of small scale industries 
should be gradually introduced. Since quality control 
plays an important part in promoting exports, the 
advisability ot enforcing compulsory inspection and 
quality control of products for export may be consi
dered. 
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INDUSTRIAL EST A TES 

A. Responsibility of National Small Industries Corporation for the 
construction of Estates at Okhla and Naini 

80. Though the responsibility for setting up the Industrial Estates 
rests with the State Governments, the Corporation was entrusted with 
the construction of two Estates one at Okhla (Delhi) and the other at 
N aini (Allahabad). It was visualised that after the completion of the 
estates they would be handed over to the respective State Governments. 
The first phase of the construction of the Okhla Industrial Estate having 
been completed, it has already been transferred to the Delhi Adminis-
tration. Negotiations are afoot to transfer the Naini estate also to 
the u.P. Government. It is thus obvious that the Corporation was 
responsible only for the construction of the Estates. 

81. Asked. for the reasons for entrusting the construction of the 
estates to the National Small Industries Corporation the Committee 
w~re' informed that it was done with a view to expedite the construction 
of the estates. The Corporation, not being an engineering organisa-
tion, had no experience whatsoever of constructional work. The Com
mittee are unable to appreciate how it was expeoted that the Corpora
tion would be able to complete the construction expeditiously. 

82. In fact, there was, as will be pointed out later, considerable 
delay in the construction of the estates. In this connection, it is note-
worthy that the Corporation has been constructing the second phase 
of the Okhla Estate through the agency of the C.P.W.D. In the cir
cumstance, the Committee doubt whet/ler any useful purpose waS served 
in entrusting the work of construction of the industrial estates to the 
National Small Industrial Corporation. They feel that by entrusting 
such items of work to the Corporation, its energies were diverted un
necessarily from more useful lines Qf activity. 

B. Location of. Estates 

83. The Ministry of Commerce and Industry is stated* to have 
laid down the following criteria for location of an industrial estate: 

" 
(i) Rdieving existing congestion in industrial areas and big 

towns. 

... Report of the Sub-Committee on Industrial Esrzte-page 4. 
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(ii) Stimulating the growth of small industries in and around 
new townships of some major industrial plants. 

(iii) Decentralisation involving suitable patterns of industrial 
development in small towns and large villages. 

(iv) To meet the special requirements of certain areas, if any. 

84. In reply to a question as to what factors were taken into ac-
count in determining the location of the estates at Okhla and Naini. 
the Committee were informed that following factors were taken into. 
account: 

(i) Good soil and surface drainage; 

(ii) Accessibility to main road; 

(iii) Proximity to a Railway Station; 

(iv ) Availability of sufficient area for present requirement and 
future expansion; and 

(v) Availability of services like water, power and sewage dis-
..posa1. 

During their evidence the representatives of the Corporation, how-
ever, stated that the industrial estate at Okhla was built as part of the 
slum clearance programme of Delhi. The Committee were informed 
in reply to another question that out of the 33 industrial units located 
in the estate only 10 had shifted from their original location in Delhi 
City and the rest were either new or had dual establishments. The slum 
clearance programme had, therefore, not been fulfilled. In the cir
cumstances the Committee are doubtful whether the selection of these 
two sites justifies fully the criteria laid down by the Ministry of Com
merce and Industry. 

C Construction of the Estates 

85. Though the construction of the Industrial Estates at Okhla and 
Naini were sanctioned in October, 1955 and April, 1956, the actual 
construction was started in February and November, 1956 and was 
completed in March and October, 1958, respectively. The construc-
tion of factory sheds in the expansion scheme of the OIChla Estate was 
also entrusted to the Corporation in April, 1959. 

86. The Committee feel that unduly long time has been taken in 
the construction of these estates. 
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D. Management of the Industrial Estates 
87. The financial results of the management of the Industrial 

Estates at Okhla and Naini during the years 1957-58 and 1958-59 are 
shown below: 

(In lakhs of Rs.) 

Year· Total cost of Yield Expenditure Losses 
construction. (Rent etc.) 

-- - - - - - - - - - - - - - - -- - - - - - - - - ~- - -- --
1957-58 

1958-59 

*55 

*68 

1 ·06 

----------

8R. It would appear from the above statement that the Corpora-
tion incurred losses in both the years equivalent to nearly 100% of the 
income during the respective years. The Committee feel that the In
dustrial Estates should be run on no-los~.basi~ and recommend that 
suitable steps be taken to that end. 

E. Transfer of the Estates 
89. Though the completed portion of the industrial estates at Okhla 

was transferred to the Delhi State Administration on 1st April, 1959, 
the value of the estate has, however, not yet been realised. As the 
Corporation is short of funds and has already borrowed a large amount 
of money, the Committee suggest that the Corporation may take suit
able steps to recover the amount due from the Delhi Administration 
quickly so that it may be available to reduce its liabilities or to streng
then its working capital. 

90. The Committee were informed that the question of transfer of 
the Naini estate to D.P. Government was discussed between the Minis-
try of Commerce and Industry and the representative of the D.P. Gov-
ernment in May, 1959 and that the queries raised by the D.P. Govern-
ment had all been answered. The matter is stated to be stilI under 
consideration of the D.P. Government. The Committee are of the 
opinion that such delay in decision is not congenial to the efficient 
working of the Industrial Estate and urge that' a decision in the mat
ter be taken early . 

" 

*This excludes the cost of land (Cost of land not available). 
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PROTOTYPE PRODUCTION-CUM-TRAINING CENTRES 

A. BackgroUDd. 

91. The Ford Foundation Team recommended in their report os 
'5mall industries in India that a plant or plants should be set up for 
production and training workers and small producers in the proper 
use of modem equipmen!. The Committee were not informed of the 
action taken on this recommendation. However, they note that the 
Government of India invited another team of experts from West 
'Germany in 1956, who, after an extensive survey, recommended top 
priority for re-equipment and re-tooling of small scale industries. As a 
result the Government took a decision to set up as many ,prototype 
production-cum-training centres as possible in different parts of the 
.country where prototypes of machine tools, specially those which were 
being imported from abroad could be developed and where training to 
the skilled workers and high executives from small scale units could 
be imparted. Schemes in respect of two such centres to be established 
at Okhla and Rajkot have been finalised.· These have been entrusted 
10 the National Small Industries Corporation. It is not clear whether 
Ihe Government have worked out any comprehensive scheme as to the 
,otal number of such centres that may be set up, the nature 01 
machines and machine-tools to be produced by them, their location. 
administration etc. In this connection the Committee would invite (f 

reference to the recommendation made in para 57 of their 77th Re
port relatin/! to the Development Commissioner, Small Scale IndU31ries. 

B. Construction of the Centres at Okhla and Rajkot 

92. As stated earlier, the Government of India entrusted the work 
i:onnected with the implementation of two prototype-cum-productioa 
~chemes to the Corporation in 1957. The Corporation has according-
ly taken up the setting up of the prototype production and training 
centres at Okhla and Rajkot. 

92. As stated earlier, the Government of India entrusted the work 
ing centres at Okhla and Rajkot have been prepared in collaboratioa 
with the Government of West Germany and the Thchnical Co-opera-
1ion Mission in India of the USA. The Government have entered into 
agreements with the collaborators whereby they are to get certaia 
equipment and technical advice from them. The salient features of 
the agreements are given in Appendix VI. 

31 



(i) Centre at Okhla 

94. The agreement with the Government of the Federal Republic 
of West Germany, for setting up a prototype production-cum-training 
centre at Okhla was signed on 25-10-58; During their visit to the 
Centre at Okhla, the Committee were informed that though according 
to the original schedule the prototype production-cum-training centre 
was to start functioning in full swing towards the end of 1959, it 
would be delayed by about eight months. The delay was stated to be 
due primarily to some misunderstanding between the Government of 
India and the Government of West Germany about the interpretation 
of the term 'detailed drawings' of the project. The misunderstanding 
is stated to have been since resolved. The Committee regret that 
there should have been room for such misunderstanding resulting in . 
delay in execution of the project. Care should be taken to subject 
every such agreement to a thorough examination before finalisation. 

(ii) Centre at Rajkot 

95. The agreement for setting up the Centre at Rajkot was signed 
with Technical Cooperation Mission, USA on 28-4-56. According to 
the original programme, the Centre was to be started in a few hired 
buildings in the Industrial Estate at Rajkot and the additional build-
ings necessary were to be constructed adjacent to them. Accordingly 
five .sheds were hired in 1957 at a rental of Rs. 2,500 per month in 
tlte Industrial Estate to locate the centre. Bulk of the machinery has 
already arrived at the centre and some of it has also been installed. 
The Centre is stated to have commenced functioning partially late in 
1959. Thus there was a time lag of about three years between hiring' 
of the sheds for the centre and its functioning. 

96. The Committee are infonned that the question of locating the 
centre in the Industrial Estate was re-examined in detail and it was 
felt that as the factory sheds were not suitable for the purpose, the 
entire centre should be planned on modem lines. Accordingly it has 
been decided that the centre should be located on an independent plot 
adjacent to the Estate. A part of the land has already been acquired 
and actiOn is stated to be in hand for acquiring the rest· It is proposed 
to instal the new sections in the workshop buildings to be constructed 
in the area. The existing sections put up in the sheds will be shifted . 
to the new site later on. 

97. The Committee feel that the planning of this production-cum
training centre has been defective and there would be considerable'. 
infructuous expenditure by way of installation, dismantling and rei,,
stallation 0.1 machlnery etc. They urge that suitable measures should .. 
be taken so that such defective planning and infructuous expenditur~ 
does not occur in the case of other production centres to be sec up. 

NEW DELHI; 
The 23rd March, 1960 
Chaitra 3, 1882 (S). 

H. C. DASAPPA, 
Chairman, 

Estimates Committee~. 



APPENDIX I 
[Vide para 21] 

Proced1;lre followed regarding Government purchases 

Under the new procedure all indents received by DGS&D from the-
various departments of Government are categorised into the following 
four groups: 

I. Iteins which are of no interest to small scale units and can 
be produced only in the large scale sector. 

n. Items which by their very nature require large scale firms 
as prime contractors, but permit substantial scope to the 
large scale contractors to purchase components and parts 
from small scale units. 

III. Residuary items which firms, both in the large scale as well 
as in the small scale sectors, can supply. 

IV. Items which could be reserved for procurement from small 
scale units only . 

. 2. Committees have been iet up in the office of the [)GS&D and it~ 
Regional Offices consisting of the Liaison Officers of the Corporation 
of the Region concerned and an Officer deputed by the DGS&D to 
scrutinise the indents and place them under the various groups. 

3. In order to locate the small scale units for the purpose of 
encouraging them to participate in the Government Purchase Pro-
gramme a system of registration has been started. The Small Indus-
tries Service Institutes register the units which are considered capable 
of executing Government contracts. 

4. The tender papers are supplied free to the small units on the 
approved list through the Regional Liaison Officers of the Corpora-
tion. The tenders submitted by the firms to whom the tender papers 
are issued by the R.L.O. are accepted by the DGS&D without security 
deposit even if they are not registered with him. In certain cases the 
DGS&D requires a certificate of competency to the effect that the 
small unit would be able to prodqce and supply the store according to 
the specifications and within the time stipulated in the tender. The 
liaison officers issue certificates in consultat'ion with the Small Indus-
tries Service Institute. The Corporation has also entered into an 
agreement with the State Bank of India whereby the latter hilS agreed 
to advance loans against security of raw materials and guarantee of· 
the Corporation upto 100% of their value for the execution of the 
coDtracts secured with the help of the Corporation. 

_ :~. 33 



APPENDIX n 
[Vide para 40] 

II mportant recommendations made by the Sub-Committee set up by 
Small Industries Board on Development of Ancillaries 

(i) At the time of evaluation of tenders and award of the 
contract preference should be given to the tenderer who 
proposes to place the maximum value of contracts OR 
small ancillary units for the execution of the main con-
tract and a price preference of 10% may be given to the 
tender on the. total value of components and parts pro-
posed to be purchased. In the contract the quantity and 
value of components that the large scale contractor pro-
poses to purchase from unaffiliated small scale units Hi 
well as the quantum of price preference given for it 
should be made clear. 

,( ii) For a rapid progress in this field of developing ancillary 
units there should be a greater liaison than at present 
between the Development Commissioner's Organisatioa 
and the National Small Industries Corporation on the ORO 
hand and the Development Wing of the Ministry of Com.-
merce and Industry on the other. 

,( iii) The Development Commissioner for Small Scale Indus-
tries should take active steps for setting up new capacity 
in the small scale sector where it is not possible to meet 
the requirements of components and parts of any parti'-
cular large scale unit from any of the existing small scale 
units in the region provided that the anticipated require-
ments are sufficient to enable the new units to functioa 
economically . 

. (iv) Government should issue clear directives to the State 
undertakings . to purchase their requirements of com-
ponents and stores from small units recommended by 
the Small Industries Service Institute in the area. 

,(v) Applicants for. licences either for substantial expansion ()[' 
for establishment of new large units should also forward 
a saparatecopy of the appJication to Small Tndustrie5 
Service Institute in the State. The Director of the Small 
;;ndu.~tries Service Institute and the State Director of In-
dustries should then examine the scheme and submit • 
joint report indicating the components and parts which 

-the applicant can in their opinion obtain from small scale 

34 
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ancillary units' without making arrangements for produc-
ing the same itself in its own factory and this recom--
mendation may be considered by the Licensing Commit-
tee before licence is issued to the party. 

,VI j A specific condition should be imposed in a licence grant-
ed for establishing a new large scale unit or for expan-
amg an existing one that it will obtain its requirements of 
specified parts and components from small scale units not: 
affiliated to or controlled by it. 



APPENDIX m 
[V ide para 47] 

Procedure for the supply of 11}achines on hire-purchase 

(i) Application forms (in quadruplicate) 1l!ter completion are ~ 
.quired to be submitted to the Director of Industries of the State/ Admi-
nistration concerned. 

(ii) The Director of Industries, after the necessary scrutiny of the 
application forwards the original and duplicate copies of the applica-
tion with his recommendations to the National Small Industries Cor-
poration (Holding Corporation) at New Delhi; simultaneously, the 
triplicate copy of the application is forwarded by the Director of Indus-
tries to the Regional Office of the National Small Industries Corpora-
tion. The Director of Industries inter-alia certifies the following:-

(a) That the applicant is a bona fide small scale entrepreneur 
and deserves' encouragement. 

(b) That the estimated requirements of raw material as given 
in application form has been checked and found reason-
able. 

(iii) The Holding Corporation scrutinises the application parti-
.culady from the point of view of (i) availability of raw material for 
running the machine; and (ii) marketability of the finished products. 
Secondly, if the application is for foreign machines required to be im-
ported, a scrutiny is made as to whether similar machines are available 
indigenously. 

(iv) The Corporation then communicates its acceptance of the 
.application. 

(v) After the application is accepted, the Corporation invites com-
petitive quotations from probable sources of supply, in case the 
machines asked for are not available from ready stocks . . ' 

(vi) 1bese quotations when received are referred to the hirers for 
final selectiorl of machines (The ultimate selectio.n of machines entirely 
rests with the hirers. They are free to select even a higher priced 
Eachine to suit their purpose). 
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(vii) Immediately after the selection of machines, applicants are 
required to remit earnest money at rates indicated in the Terms and 
Conditions of Hire-Purchase. 

(viii) Orders for machines with suppliers are placed after receipt 
. of earnest money and intimation about the selection of machines by 
the hirers. 

(ix) Machines or documents pertaining to machines are delivered 
to the hirers against execution of Hire-Purchase Agreement and com-
pletion of other attendant formalities. 



APPENDIX IV 
[Vide para 55] 

Imponanr observations and recommendations made by the Inter
national Planning Team (The Ford Foundation) relating to Market
ing and distribution of Products of Small Industries. • • • * 
Efficient marketing of products of industry. is an essential step that 

industry must take, if it follows the course to which it is committed-
greater industrialization and welfare of its people. 

India has markets of staggering possibilities, if they are properly 
developed. Village self-sufficiency is waning; rural purchasing power is 
rising; cash rather than barter has more and more become the villagem' 
medium of purchase; women can and will become an increasiltg con-
sumer factor. Present marketing methods however are anchored ill-
the past. 

Basic development of marketing must take place on these general 
lines: Firstly, that "made-in-India" products must be good and of uni-
form quality, and to this end, industry cannot rely wholly on Govern-
ment but must police itself. Secondly, products must be geared to 

.. meet consumers' felt needs, and be so designed and so marketed that 
they awaken latent needs. Thirdly, aggressive efforts must be made to 
reach and stimulate the huge potential market of the villages as yet 
barely touched. This effort should be accompanied by a genuine at-
tempt to provide service as well as sales. Provision for sound service 
at reasonable cost to the customer L<; an essential basis of industrial 
selling. 

With these principles in mind, the team feels that it may be advisa-
ble: 

( 1) For the Central Government to establish an autonomoUi 
Marketing Service Corporation starting immediately on 
a moderate scale, which can determine consumer 
demands through surveys, encourage producers to meet 
these demands, and secure and process orders from 
wholesalers and retailers, at least on an initial basis. It 
is a paramount requirement that the Corporation operate 
as a profit business. Once the industrial process starts 
working, this Corporation would be integrated as a 

.. marketin~ news se~ce wi~ the proposed multipur-
pose InstItutes, and Its functions become purely service 
and advisory. 

(2) To set up as an integral part of the Marketing Service 
Corporation a marketing news service, establishillg 

38 
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contacts and reporting liaison with all principal foreign 
and domestic markets. The multi-purpose Institutes 
should take a leading part in conducting this service, 
with the view toward later integrating the service into 
the Institutes. 

(3) nat immediate industry-wide conferences in each major 
export commodity-such as lac and mica-be held for 
appraisal of available scientific research on new uses for 
the commodities in both domestic and foreign markets; 
and further finance their own organization to work with 
purchases and laboratories abroad to keep abreast of 
foreign market demands and developments. 
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APPENDIX VI 
[Vide para 93] 

A. Salient Features of the agreement signed by the Gcwernment 0,. 
West Germany and the Government of India on the 25th October~ 
1958, for the setting up of Prototype Production cum Training
Centre at Okhla. 

1. The Government of Federal Republic Germany shall provide free-
e! charge for the centre: 

(a) the necessary training aids, machinery and equipment as. 
well as tools and spare parts; 

(b) the Directors and the necessary German staff of Instructors.. 
and experts for a period of three years; and 

(c) services of a German Consultant Architect. 

2. The Government of India shall provide at their expense for the· 
eentrc; 

(a) the land and buildings _required; 
(b) suitable furnished accommodation for German staff; 
(c) any other expenditure necessary for the installation of· 

machinery and equipment for operation and main-
tenance such as raw materials, replacement of tools and' 

spare parts and; 
(d) an Indian Director and the necessary technical and admin-

istrative staff. 
3. The Government of Federal Republic of Germany would, in-

special cases, arrange for the training of Indian technical instructors in-
the Federal Republic of Germany for purposes of the centre at their 
expense. 

According to the scheme, the centre will serve the following 
objects:-

(a) practical and theoretical training of skilled workers and' 
technicians for small scale industrial enterprises and the 
small Industries Service Institutes; 

(b) development of special types of machines and equipment 
for Indian small scale Industry; " • 

(c) development and construction of prototypes of such 
machines, implements, component parts and the like as 
are suitable for production by small scale industriall 
lmits;and 
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(d) execution of job orders covering such phases of manu-
facture as cannot be carried out by Small Scale Indus-
trial Units. 

B. Salient Features of the agreement signed by the Technical Co-opera
tion Mission, U.S.A. and Government of India for the setting up 
of a Prototype Production-cum-Training Centre at Rajkot. 

1. The Technical Co-operation Mission will make available 
'$448,400 of technical assistance funds to procure various items of 
basic machinery and equipment. The project will include a Central 
workshop and number of small manufacturing plants. The Mission 
will further make available $360,000 to provide one Production En-

,giD.eer to advise on the planning layout and equipment as well as five 
production engineers to advise on and assist in the devel0PIllent of 

. plans, progrrumnes, construction specifications etc., necessary for the 
, establishment and initial operations.' ' 

2. The Government of India would provide erection and installa-
tion costs, requn:ed buiJ.dings and lapd, as well as tra,nsportation, office 

'space, clerical ~~ ipterpret~ s,ervices .for th~ forefp t~cians, in-
land transportation and bandling of the unported equrpment, other local 

. CQsts ar;u;l ~~~ pf th,e c~n~e: 
The objectives of the scheme are: 

(a) to design, develop and manufacture prototype of small 
machines and pass them on to the small scale industries 
fi?r m~uf~Ftll!~ <?n c~~~ ~,; 

C~ ) ~<?~.e!,l;l~n~tr~~~<>,d:~l"Il o/l'~ of ma~hinesfor the ~~ufac
ture or quality consumer goods In large quantities in 
th.e country; ". ' 

(c) to set u~ a common facility s~~ ~9!~~\toP ne~r the !n-
dustrial estate for the benefit of sman scale mdust:nes 
located there; and 

{d) ,to ~ra.in liw.\~: nUl11~ of. apPfC:t),tip!ti. 
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APPENDIX VB 
, 

Summary of Conclusions/Recommendations 

Ref. to the 
para No. of 
theRepon 

2 

4 

5 

6 

StIIDIIlarY of conclusions/recommendations 

3 

In their 77th Report, the Committee have dealt with 
in some detail the existence ·of multiplicity of 
'Organisations for development of small scale 
industries and 'have made certain recommenda-
tions in paras 17 & t9 thereof. The suggestions 
made in this Teport may be considered in the light 
of the decisions taken on those recommendations. 

The Committee feel that if the existing dual organisa-
tion is continued the functions of the Develop-
ment Commissioner and the National Small 
Industries Corporation should be clearly de-
marcated so that the National Small Industries 
Corporation may devote itself more and more to 
trading activities. 

Although the Articles of Association of the National 
Small Industries Corporation do not embody any 
restrictions on its powers, in actual practice the 
powers of the Corporoi ion are subject to full 
Government control. It is not consistent wit h 
the character of the corporation to suffer from a 
disability to incur capital expenditure or a loan, 
however small it may be, without the prior 
approval of the Govemmen t. 

The Committee feel that' it would be desirable to 
follow a uniform pattern in matters of making 
provision in the Articles of Association of all 
Government Companies regarding powers for 
capital expenditure and borrowings and to lay 
down limits to the powers of the National Small 
Industries Corporation rather than vest it with 
hypothetic.-aI powers which are Rot expected to 
be exercised. 

43 



I 

5 

6 

7 

8 

9 

44 

2 3 

II An appropriate organisational pattern for the 
National Small Industries Corporation was not 
properly thought of at the beginning and major 
changes had to be made within a short period. 
The Committeeofeel that such an important matter 
should have been given full consideration at the 
beginning to obviate the necessity of frequent 
changes. 

14 l.The Committee cannot help feeling that the ratio 
between paid up capital and loans of the National 
Small Industries Corporation is somewhat high. 
If the raising of the loans had resulted in higher 
profits, then at least it could have been justified. 
Here it is found that the borrowings have only 
added to the losses. The Committee recommend 
that the capital requirements of the C~!f0ration 
may be reviewed and properly assesse'::J 

16 It should be possible for the trading func tions of the 
Corporation to be operated on a profit basis. In 
any case, it is essential that there should be no 
loss on such activities. 

17 If the Government wish to subsidise an activity, 
the subsidy should be given at a specific rate and 
accounted for accordingly instead of the total loss 
incurred being reimbursed. That would enable 
the element of subsidy to be distinguished from 
the trading loss incurred by the Corporation. 
The Commmittee recommend that the rate and 
extent of subsidy payable to the Corporation for 
its promotional activities may be fixed and 
accounted for as such. 

~o L The Committee are surprised that while the Cor-
poration was set up for the specific purpose of 
operating the scheme of Government purchases 
as a trading scheme, it should not have been even 
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given a fair tr~They consider that the scheme 
suggested by ord Foundation Team was a 
good one. Though there might have been certain 
difficulties in implementing the scheme, they feel 
that it might have been tried by making suitable 
modifications, if necessary. The Committee 
suggest that the feasibility of reviving the original 
scheme be considered at the highest level. 

While the Committee note with some amount of 
satisfaction that the volume of . Government 
purchases made from the small industries has been 
rising, they feel that it is still not significant 
enough and leaves much scope for improve-
ment. 

e The Committee are unable to assess to what extent 
the rise in percentage of purchases from small 
industrie<; is due to the assistance rendered by the 
National Small In dUE tries Corporation and to 
what extent it is due to tbe reservation of stores 
for procurement from' Small Unit~ 

Though in terms of value, Government purcha~s 
flom Smrul Unir~ during 1958-59 recorded a 
perceptible increase over the previou'il years yet 
the CommIttee feel that there is considerable room 
for Improvement. 

26(i) The Committee regret that though more than a year 
has elapsed since the submissi(ln of the Report by 
the Committee set up by Small Industries Board 
on the development of Ancillaries, the Govcrn- . 
ment have not been able to reach any conclu~ion 
over its recommendations. They suggest that 
Government's cieci:,ion in this matter De expe-
dited. 

] 4 :.a6(ii) The Committee suggest that the scheme of giving. 
price preference to the smcll industrks be re-
viewed to assess the results achieved so far and to 
devise ways and means for the scheme being fully 
utilised by small industries. 

• 
f 5 :.a6(iii) The Committe'! suggest that an early. decision may 

be reached with regard to the items proposed to 
De reserved for procurement exclUEively from the 
mnail scale units and further steps taken to enlarge 
the number of such Items to be included under 
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14:8 grOUp. In this connectlon, they invite 
t:derence to their reoommendauon in para SS of 
the 77th Report. 

The Committee suggest that in order that a proper 
'appreciation of the extent to which purchase 
policy of the Government l;overning each group 
of the present Government Purchase ScheJre has 
been successful may oe possible, statistics showing 
the volume of purchases made under each iUoUP 
should be maintained. 

The CoJl1DUttee are surprised that though the 
Government purchase scheme was entrusted to 
the Corporation about four years ago, the exten-
sion of the scheme to the Railwavs and the MInis-
try of Defence shculd not have been completed 
till uowand that not (ven a beginning should have 
been made to extend it to departments like the 
Posts and Tdegraphs. They Sl ggest that urg.:nt 
steps be taken to l:xtena the scheme without 
further delay to all the ~epartments of the Gov~m
ment of Inaja, at present, not covered by it. 

The Committee feel that penaing the adoption of' 
the procedure by State Governments for making 
their purchases [roII1 Small Units, recommended 
by the Small Scale Indu~tries Board, the National 
Smail Industriec: Corp('lration may extend its 
assistance to the small industries in securing 
contracts from State Gnvernments also. 

The Comnuttee cnnsider that some special efforts 
are required to make the present Government 
Purchase Scheme yield better results. 

34 [The scope of the credit guarantee scheme of the' 
National Small Industries Corporation is limited . 
and conSIdering the amount of advances made 
under the scheme it is obvious that it has not been 
availed of to any appreciable cxt~ntJ 

3~~ .. - I At present both the Organisation of the Development 
Ccmmissione!'. Small Scale Industries and the 
National Small Industries Corporation are engag-
ed in the development of ancillaries but the prim-
ary responsibility is that of the Corporation. The 
Committee are no! satisfied with the divided 
responsibiltty for development of ancillaries. 
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They recommend that it may be reviewed 1D the· 
light of the decision to be t~ken on the recoIflmen-· 
dation of the Committee contained m para 4. 

The method of persuaSion by negotiation for deve-
lopment of ancillaries has not been attended with 
any appreciable success. It is therefore apparent 
that besides persuasion certain positive measures 
are called for. Though the necessity of such 
measures has been recognised by the Government 
no steps seem to have been taken so far in that 
direction. 

[ The Committee condder it disappointing that while 
the Government are wedded to a policy of decen-
tralisation of mdustries and development of' 
ancillaries even public undertakings have not. 
taken adequate steps to implement this pelicy 
despite recommendations made by the Committee 
to that effect in their earlier reports relating to the, 
Bharat Electronics Ltd., Hinciustan Aircraft Ltd. 
etc. They feel that Public UndertakIngs should: 
take a lead in tl.is respect and set an cXlImple to 
the private sector. They, therefore, consider' 
that the issue of a directive to all the Pub1ic 
Undertakings to encourage small industries, as 
recommenaed by the Sub-Committee on An(;illa-
ries, should be the first essential positive measure 
to be taken by Government for development of 
anci1larie~ 

While the number of machines sVfplie0 is in-
creasing only 50% of the number applied for 
has been supplied. While this may be partly 
due to the fact that bulk of the cemand is for 
imported machinery and the imports take time,. 
it appears also to be due partly to thc time taken 
in processing the applications. 

[The Committee consid.er that the pron:cI.vre pre-
scribed for the supply of machinery on hire-
purchase is still complicated-and there is room 
for further simplificatiqn. They alw reel that the 
present an'angement by which all applicatiOns 
haVe to come to the Holding Corporation can 
be decentral~ed by delegation of Fowers to 
the subsidiary corporations/branch effic(s to 
some extent. The Committee, therefore, re-
commend that the feasibility of further simpli--
fying the procedure may be COnsidered.;] 
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The Committee suggest that the working of the 
scheme for the supply of machines On hire-
purchase may be reviewed with a view to assess 
to what extent it has benefited the smaller units. 

The Committee recommend that the scheme for the 
supply of machines On hire-purchase basis may 
be utilised to encourage the use of indigenous 
machinery and machine tools as far as possible. 

The Committee feel that the scheme for supply 
of machines on hire-purchase basis should be 
operated On a nO loss basis, if not On a profit 
basis. In case the GoVernment consider it ne-
cessary to subsidise the scheme, the rate an d 
extent of the subsidy should be clearly specified 
and accounted for separately as suggested in 
para 17. 

The Committee consider that the losses incurred 
in the mobile sales v~ns scheme are due to de-
fective planning and execution. Besides, the 
Committee are surprised that it was necessary 
for the Corpora;ion to Operate the scheme for 
four years to realise its ineffectiveness when it 
was incurring heavy losses every year since its 
inception. They urge that the Corporation should 
work in a more business like manner in dealing 
with such matters. 

The Committee recommend that suitable steps 
may be taken to improve the result:; of operation 
of the whole sale depots. Judging from the rate 
of progress shown, there should be no difficulty 
in eliminating the losses altogether and earning 
some profits. 

The Committee hope that suitable steps would be 
taken to ensure tht the target:> of sales laid down 
for the whole sale depots are achieved quickly, 
They also recommend that the incidence of the 
overheads should be spread Over a large of acti-
vities. To this end the CorporatiOn may consider 
the feasibility of entrusting One or more products 
for trade to the wholesale depots. 

The Committee feel that the export market for 
shoes is not yet established and, therefore, is 
not steady. They doubt whether it was essential to 
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have set up the seven export cells in the country. 
Further they observe that the Corporation had 
branch offices and/or wholesale depots at five 
places where the cells were set up. The work 
of the Cells could perhaps have been dOne by 
the existing agencies till the business became 
stabilised. 

The Committee, are of the view that the decision 
to set up export cells and having set them up 
to close them down SOOn after were not business-
like. They recommend that as the expenses 
incurred On these cells are stated to have contri-
buted largely to the fall in the profits earned by 
the Corporation, the feasibility of merging the 
present export cells at Agra and Bombay with 
the wholesale depots at these places may be 
considered. 

The Conunittee understand that to overcome 
the difficulty of getting good quality upper leather 
the Corporation had made arrangements with 
certain Tanneries at Calcutta for the supply of 
good upper leather. They hope that with the 
steps taken the incidence of rejection in the supply 
of shOes will be reduced. They suggst that a very 
careful watch should be kept Over the rejections 
because the security of the market would largely 
depend on that factor. 

The Committee understand that the 54,000 pairs 
of shOes lying undisposed of at Agra which were 
got fabricated during the execution of first Ru-
ssian Order are of very good quality. They 
suggest that suitable steps may be taken to 
minimise the loss On this account, if necessary, 
by selling them in retail. 

The Committee suggest that the Coporation may 
examine the feasibility of co-ordinating the 
production programme of shOeS for exports 
as well as for internal consump~ion in such a 
way that the shoe makers may have con.inuous 
orders. 

The Committee suggest that a comprehensive list 
of items produced by small units which have a 
market abroad should be prepared by the National 
Small Industries Corporation. Towards this end 
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they recommend that a survey of export pOssi-
bilities of various ittms produced by small units. 
may be conducted immediately in co-ordinatiOn 
with other organisations like tl-e State Trading 
Corporation, Export PromotiOn Councils. 

The Committee suggest that the following foints 
may be kept in view while revitwing the market-· 
ing programme of the Corroration:-

(i) The pattern of marketing assistance suggested. 
by the Ford Foundation Team. might be 
taken into consideration. 

(ii) More wholesale depots may be opened at 
centres where there is a definite need for 
them. 

(iii) Sales emporia should be opened as early 
as possible in States where they have not 
already been opened. In these Emporia the 
products of small industries of other States 
should also be displayed on a reciprocal 
basis. Exhibitions may also be held in di-
fferent parts of the country in which the State 
Governments may participate. 

(iv) Quality marking of the products of small 
scale industriES should be gradually introduced· 
Since quality control plays an important 
part in promo: ing exports, the advisability 
of enforcing compulsory inspection and quality 
control of products for export may be cons-
sidered. 

81 (The Corporation, not being an engineering orga-
, nisation,· had no experience whatsoever of cons-

tructional work. The Committee are unable to· 
appreciate how it Was expected that the Corpora-
tion would be able to complete the construction 
of the Indus~ial Estates at Okhla and Naini 
expeditiouslY.J 

82 r The Committee doubt whether any useful purpose 
t..,; was served in entrusting the work of construc-

tion of the industrial estates at Okhla and Naini 
to the National Small Industries Corporation. 
They feel that by entrusting such items of work 
to the Corporation, its energies were diverted 
unnecessarily from more useful lines of activit?:] 
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[!:.he Committee are doubtful whether the selection 
of the two sites for locating Industrial Estates 
at Okhla and ~a~i justifies fully the criteria laid] 
down by the MinIStry of Commerce and Industry .. 

[[he Committee feel that unduly long time has 
been taken in the constructiWl of the Industrial 
Estates at Okhla and Naini.0 . 

The Committee feel that the Industrial Estates 
should be run on no-loss basis and recommend 
that suitable steps be taken to that end. 

As the Corporation is short of funds and has al-
ready borrowed a large amount of money the 
Committee suggest that the Corporation may 
take suitable steps to recover the amount due 
from the Delhi Administration quickly so that 
it may be available to reduce its liabili1 ks or 
to strengthen its working capital. 

The matter relating to the transfer of Industrial 
Estate at Naini is sta!ed to be still under consi-
deration of the V.p. Government. The Committee 
are of the opinion that such delay in decision is 
not congenial to the efficient working of the 
Estates and urge that a decision in the matter 
be taken early. 

45 91 It is not clear whether the Government have worked 
out any comprehensive scheme as to the total 
number of Prototype Production-cum-Training 
Centres that may be set up, the nature of machines 
and machine-tools to be produced by them, 
their location, administration etc. In this co-
nnection, the Committee would invite reference 
to their recommendation made in para 57 of the 
77th Report. 

46 94 [The Committee regret that there should have been 
room for misunderstanding between the Govern-
ment of India and Government of West Germany 
about the interpretation of the ternl 'detailed 
drawings' of the project resulti1lg in 4elay in 
execution of the Prototype Production-cum-
Training Centre at Okhla. Care should be taken 
to subject every such agreement to a thorough 
examination before fina1isati~ 
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[The Committee feel that the planning of the 
production-cum-training centre at Rajkot has 
been defective and there would be considerable 
infructuous expenditure by way of installation, 
dismantling and reinstallation of machinery etc. 
They urge that suitable measures should be 
taken So that such defective planning and infru-
ctuous expenditure does not occur in Jfe ·case 
of other production centres to be set up~ . 



APPENDIX VIII_ 
Atzalysis of Recommendations contained in the Report and the estimated 

economy likely to rlsult from their implementation 

I. Classification of Recommendations 

A. Recommendations for imprOVing~he organisation and 
working of the National Small ndustries Corpora-
tion-
(S. Nos. 1-3, 6, 9, 10-12, 18, 21, 25, 26, 27, 29, 35, 36, 
37 and 43 of the swnmary of recommendations) 18 

B. Recommendations for effecting economy-
(S. Nos. 7,28,30-32,34,42 and 47 of the summary of 

Recommendations) 8 

C. Miscellaneous-
(S. Nos. 4,5,8, 13-17, 19, 20, 22-24,33, 38-41, and 

44-46 of the summary of Recommendations) 21 

TOTAL 47 

II. Analysis of more important Recommendations directed towardJ 
economy 

S. No. No. as per 
summary of 
Recommenda-

tion 
---. -------

1 7 

2 28 

3 

32 

Particulars 

For operating the trading functions of the Cor-
poration on a profit basis. 

For operating the scheme of supply of machines 
on hire-purchase on a no-loss basis. 

For (i) i.mproving the results of operations of the 
whole-sale depots; and (ii) spreading the 
overhead over a large range of activities. 

For merging the Export cells at Agra and Bombay 
with the whole-sale depots at these places. 

For running the Industrial Estates on a Lo-Ioss 
basis. 

• III. Economy • 

It is not possible to calculate the money value of 'he economics 
Jusgested in the report. 
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