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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 Thirtieth Report on action taken by Government on 
the recommendations contained in the Fourteenth Report of _ the 
Estimates Committee (Seventh Lok Sabha) on the MinistiY of 
Industry (Department of Industrial Development) -Small Scale 
Industries-Raw Materials and Marketing . 

2. The Fourteenth Report was presented to Lok Sabha on 
16 April, 1981. Government furnished their replies indicating 
action taken on the recommendations contained in that Report by 
17 March, 1982. The replies were examined by Study Group 'I' 
of Estimates Committee (1931-82) at their sitfing helC[ on 8 April, 
1982. The draft Report was adopted by the Estimates Committee 
(1981-82) on 16 April, 1982. 

3. The Report has been divided into following Chapters:
I. Report. 

II. Recommendations/Observations that have been accepted 
by Government. 

lIT. Recommendations/Observawms which tne Committee do
not desire to pursue in view of Government's replies. 

IV. Recommendations/Observations in respect of which replies 
of Government have not been accepted by the Commi· 
ttee. 

V. Recommendations/Observations in respect of which final 
replies of Government are still awaited. 

4. An analysis of action taken by Government on the recom
mendations contained in the FOUfteenth Report of Estimates 
Committee (Seveuth Lok Sabha) is given in App~ndix. It would 
be observed that out of 108 recommendations made in the Report, 
85 recommendations i.e. 80 per cent have been accepted by Gov
ernment, and the Committee do not desire to pursue 7 reconunen
dations i.e. 6 per cent in view of Government replies. Replies have 
not been accepted in respect of 7 recommendations i.e. 6 per 
cent. Final replies of Government in respect of 9 recommenda· 
tions i.e. 8 per cent are still awaited. 

NEW DELHI; S. B. P. PATrABHI RAMA RAO, 
April 16, 1982 ChtIirman, 
-Chaitra 26, 1904 (Saka) Estim4tes Committee. 

(vii) 



CHAPTER I 

REPORT 

1.1 This Report of the Estimates Committee deals with the 
action taken by Government on the recommendations contained in 
the Fourteenth Report (Seventh Lok Sabha) on the Ministry of 
Industl'y (Department of Industrial Development) Small Scale 
Industries-Raw Materials and Marketin~ which was presented to 
Lok Sabha on 16 April, 1961. 

1.2 Action Taken Notes have been received from GovernmEnt in 
respect of all the 108 recommendations contained in the Report. 

1.3 Action Taken Notes on the recommendations of the Commi
ttee have been categorised as follows:-

(i) Recommendations/Observations that have been accepted 
by Government:-

SI. Nos. 1,2,3,5,6,1,8,9, 10, II, 12, 13, 14, IS, 16, 17, 18.20,22,23,25, 26 
27,30,31,32,34,35,36,31,39,40,41,42, 4g, 44, 45, 46, 41, 48, So, 51, 

• 52, 5g, 54, 56, 57, 58, 59, 60, 61, 62, 6g, 64, 65, 66, 61, 68, 6g, 10, 1 I, 7g, 
74, 75, 16, 77, 78, 79, 84, 85, 87, 81, 89, 91, 92, 96, 98, 99, 100, 102, 109, 
104, 105, 107, 108. 

(Total 85-Chapter II) 

(ii) Recommendations/Observations which the Committee do 
not desire to pursue in view of Government's replies:
S1. Nos. 4, 19, 21, 33, 38, 88, 94. 

(Total 7-Chapter III) 

(iii) Recommendations/Observations in respect of which 
replies of Government have not been accepted by the 
Committee: -

S1. Nos. 28, 29, 49, 55, 93, 95, 106. 

(Total 7--ehapter IV) 

(iv) Recommendations/Observatitms in respect of which final 
replies of Government are still awaited:-
81. Nos. 24, 72, 80, 81, 82, 83, 94, 97, 101. 

(Total 9-Chapter V) 

1.4 The Committee will now deal with the action taken by 
Government on some of their recommendations. 

Prici11.6J Policies of canali.sing agencies 
(Recommendation SI. No. 28-Para No. 3.64) 

1.5 The Committee had observed that "when any m.terial .is 
imported as a canalised item, its price is fixed either under the sys
tem of fixation of prices of canalised items by Pricing Com-
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mittee headed by Chief Controller of Imports & Elq'orts 
or under the fonnula regarding pooling up of prices of imported 
and indigenous materials. Where the price differential between 
the landed cost of the imported material and the indegenous mate
rial is substantially wide, the released price of the canalised item 
is marked up in order to mCQ up excessive profit -and to keep' a 
parity between local and imported prices. In certain cases where 
even after the adjustment of import duty, the price of imported 
material is 'fo'Ulld to be more than the indigenous price the total 
costs of indigenous and imported material are pooled together to 
arrive at a new price-the pooled price which is higher than the 
indigenous price (though lower than landed cost). In other words 
under this system either the prices of imported material are marked 
up or those of indigenous material come to be raised. The end 
result is that in either case the small scale uni!'! (as also other 
units) have to pay higher prices and are . the losers.'· The Com.mittee 
did not think this was an ideal system, especially for the small 
scale sector whose capacity to pay higher price> was limited The 
Committee had observed that in their view "there is need for a 
review of the system of fixing prices of canalised items and pooling 
up of prices. The aim should be not to make any gain either for 
the Government or for the price equalisation fund." The Commi
ttee hoped that this matter would receive a disptlssionate considera
tion." 

1.6 The Ministry has informed the Committee (March, 1982): 
"In fixing the selling price ot canamed materials, the Pricing 
Committee takes into account the lanned cost, the incidental charges 
to be incorporated by the canalising agency and its service charge. 
There have been case!i in which, apart from the above elements. 
the price is further raised with a view to moping 'Up the dijference 
between the landed cost and the domestic price. The price thus 
fixed is the same for large scale as for small scale unibs. Moreover, 
this system is supplied only' in exceptional cases where it j!\ 

considered necessary.in public interesl 

In respect of certain items, there is a system of "Pooled" price, 
such as drugs. In respect of these items, the "pooled" price is 
evolved having regard to the substantial difference between the 
landed cost of the imported material and sale price of the indige
nous material of comparable quality and specifications. In the case 
of drugs, the pooled prices are determined 'UilCier the drug control 
regulations. In such cases., it will not be advisable to have two 
prices one for the imported materials and the other 'tor similar 
indigenoUs material." 
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1.7 The Committee are Dot satisfied with the reply. The Min-
istry has not taken the trouble of reviewing the system of fixing 
prices of canalised item and pooling up of prices. It has merely re
stated the position. The Committee would reiterate their earlier re-
commendation and stress the need for review of the system of fixing 
prices of canaiised items and pooling of prices as they still feel that 
the present system of fixing prices is not an ideal system especially 
for the small scale sector whose capacity to pay higher . prices is 
limited. . . 

Service Charges of Cooalising agencies 

Recommendation SI. No. 29 (Para N •. 3.65) 

1.8 It had been represented to the Committee that the service 
charges of ('a;nli~ing agencies are very high ranging from five to ten 
per cent and these go upto 30 per cent in some cases. This allega
tion had, however, been denied by the Ministry which had informed 
the Committee that the service charges of the canalising agency 
varied from 1 to 5 per cent. This appeared to be a case of communi
cation gap between the small scale uhits and the canalising agencies. 
The CommittEe had recommended that, "on the one hand, the Min
istry of Industry should satisfy themselves that the service eharges 
of the canalising agencies are actually what they say these are (Le. 
1 to 5 per cent) and that they do not levy any additional charge on 
account of service eXl,.'lenses under any other name; and on the 
other hand, they should impress upon the canalising agencies that 
there is need for the small scale units and their representative orga
nisations to be taken into confidence in regard to the exact quantum 
of service charges levied by the canalising agencies so that they 
don't labour under any misunderstanding on this account." 

1.9 The Ministry has stated (March 1982) that: "The element of 
service charge of the canalising agency is a part of the overall fixed 
selling price. Service charge is not separately recovered from 
Actual Users by the Canalising agency. As a matter of general 
policy, Government keeps in view that the service charge occurring 
to the can!tliRing agencies is reasonable. The canalising agencies 
will, however, be advised to refer to the Monitoring Committee for 
consideration of any complaints they might receive with regard to 
the unreasonableness of the service charge. . - - .. - ...• 

1.18 '.nae Committee recret that the Ministry's reply is evasive. 
It has side-trat'ked the JIUlin points of tbe recommendation. The 
Committee reiterate that the Ministiy shouli satisfy itself that the 
Servire eJuarres of eaalisinc agencies are actuaUy what they lay 



4 

these are (i.e. 1 to 5 per cent; that they do not levy any additional 
surcharge on account of service expenses under any other name 
and that the CWlaIising agea.cies should be asked to take the small .... 
seale units and their representative organisations into eonfidence in 
regard to the exact quantum of service charges levied by them so 
that smaIl scale .sector does not labour UJtder any misunderstand
ing on this account. '. • , , 

Survey of Small Scale Ulnits 

Recommendation 81. No. 49 (Para No. 4.79) 

1.11 According to a survey of small scale units made in 1973-74, 
11 per cent of the units were found non-existent, and 24· per cent 
were found closed; thus as many as 35 per cent of Small Scale Units 
were, what in common parlance is called, 'bogus' units on the books 
of the authoritie~ for drawing raw materials. The Committee had 
felt that "a fre~h survey is now overdue and should be taken up to 
find out the magnitude of this prpblem as it prevails today, as only 
then !Can they take more effective measures to protect the interests 
of genuine small scale units." .' ...... " ... '" 'H 

1.12 In rt!ply (October 1981), the Ministry stated that the "Gov
ernment has taken note of the recommendation." Subsequently in 
March 1982, the Ministry stated that: "Now that almost all districts 
have DICs, individual small scale units are accessible to inspection 
every year. 'I'he states have been advised to take steps through 
inspection to eliminate bogus units. As such, a fresh survey to 
'detect the presence of bogus units is not considerea. necessary." 

1.13 The Committee do not agree with the Ministry's view that 
a !fresh survey to detect the presence of bogw; units is no longer 
necessary. The Committee feel that with the setting up of the Dis
strict Industries Centres (DICs) it should be easier to conduct fresh 
survey to find out the magnitude of the problem of bogus units in 
small scale sector. The Committee reiterate their earlier re
commendation. 

Setting up of a nodaL a.gency at the Centre for performing 
Coordinating role 

ReeoDunendation Sr. No. 55 (Para No. 4.102) 

1.14 In their 14th Report (1980-81) the Committee had observed 
that they cannot appreciate how the office of nC(SSI) oan be said' 
to be performing a ''useful c<H>rdinating role" if the s.ate agencies 
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charged with the responsibility of looking after the interests of 
Small Scale Sector in variOUs States have themsel\res to go round 
the country knocking at the doors of Central· agencies, one ·aftet the 
other, in search of raw materials and solutions to their problems." 
The Cbmmittee had strongly felt "the need of an inter-ministerial 
executive body at the Centre as suggested by the State Gove~ent 
and conceded by the Ministry of Industry, to act as a nodal agency 
with an effective voice i~ matters concerning procluction, Import, 
allocation and transportation of raw materials, whom alone the 
State agencies may have to af,proach with the problems of Small 
Scale Sector for an effective solution.'" The Committee had sug-

, gested",that a nodal agency on these lines snould be set up at the 
Centre at the earliest. -' -' ' 

1.15 The Ministry has stated (March 1982) that: 

"Setting up of a single nodal agency for allocation of 
raw materials to small scale units all over the country is. 
at- present, not considered feasible, specially in view of 
the fact that even registration of small scale units is not 
compulsory under the law. The present system of con
sultation and advisory role performed by the DC, SSI and 
the efforts made by the State Corporations would result 
in eliminating difficulties wherever faced. Beyond this, 
iurther responsibility of centralisillg the distribution 
functions on a single agency is not considered feasible. 
However. the distribution of raw materials is reviewed 
from time to time in inter-ministerial meetings." 

1.16 The Committee are surprised to find that the Ministry has 
gone back on the views expressed by it in this regard before them 
last year (1980-81). The views of the Mfnistry are contained in 
para 4.93 of their 14th Report (1980-81) on Small Scale Industries
Raw Materials and Marketing. The Ministry then thought that it 
would be useful if an inter-ministerial official level Committee was 
set up, which would high-light problem of the distribution of raw
materials hi its totdJ perspective. It would include the problems of 
production of raw-materials by the indigenous sources as well as the 
transport bottlenecks of the raw-materials and the problem of the 
distributing agencies. T~ Ministry then stated that such a Com
mittee chaired by Secretary (Industry) could include representa
tives of the MiQistry of Steel, Commerce, Energy, Chemicals, Rail
ways, besides agencies such as CCI&E, STC, MMTC, SSICS, neSSI; 
etc. and take an over-view of the problem and provide guidelines to 
individual Ministries in regard to the steps to be taken, so that raw 
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material di..,tributioD to the small scale sector was Dot adversely 
affeeted by various faetors. ... 

1.17 The Committee are not satisfi.ed. with the present reply of 
the Ministry. They reiterate that an inte~m.inisterial executive 
body. shiuld be set up at the Centre to act as ... nodal agency with 
an effective voice in matters concerning production, import, alloca
tion and transportation of raw materials, whom alone the state 
agencies may have to approach with the problem 011 small scale 
sector for an effective solution. 1 .•• 

State agencies entering into Competition with Smalt Scale Units 

RecommendatiOn Sr. No. 93 (Para No. 7.33) 

1.18. The Committee were informed by the Ministry that. captive 
capacity for manufacture of 're~ed' items by large units had been 
allowed by the Government. For example, vanaspati oil manufac
turers had been allowed to manufacture tin containers-a 'reserved' 
item-which earlier the large units used to purchase from small 
scale! sector. The Committee did not agree with this policy. In the 
Committee's opinion this amounts to denial of benefit of reservation 
policy to small scale sector. In fact, it is in such fitids that ancillari
sation has a role to play." The Committee had recommended that 
the Government should re-examine this matter with a view to with
drawing captive capacity in large/memum units for manufacture of 
'reserved' item. 

1.19. In its reply (October 1981) the Ministry stated that:-

"According to Explanations (1) and (2) given below the First 
Schedule to the Industries (De.velopmQllt & Regulation) 
Act, 1951, (extract reproduced below) the industdial under
takings licensed under certain specified heading of the 
First Schedule, which mainly relate to Engg. and Chemi
cal fields, are allowed to manufacture components, parts 
and accessories and intermediates for captive use only 
(even where the l~ ar~ leserved for small scale): 

ErpZano.tion (I)-The articles specified under each of head
ing Nos. 3, ;4, 5, 6, 7, S; 10; U-and 13 shall include their 

component parts and accessories. 

Explana.tion (2)-The articles specified under each of the 
heading Nos. 1S, 19, 21 and 22 shall includ(\ the intf'r
mediates required for their manufacture. 
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The question whether Explanations (1) and (2) need any revi
sion will be considered as a part of the exQl'cise regarding 
comprehensive review of possible amendments to the Act." 

1.20. In a subsequent, reply' (March, 1982) the Ministry has stated:-

"According to th~ existing provisions of the IDR Act, indus
trial undertakings licensed under certain specified head, 
ings of the i!rst Schedule which mainly relate to Engi
neering and Chemical fields are ~llowed to manufacture 
components, parts and accessories and intermediates for 
captive use. AJ> the manufacture of components, parts etc. 
is permitted only for purpose of internal consumption of 
th.e licensed items, and no commercial sale of these part,s 
components etc. is permissible, their production by the 
licensed units does not come into compfltition with the 
products of small scale units." 

1.%1. The Ministry has said nothing now in the latest reply whaf 
was not already knoWn to the Committee before making the aforesaid 
reeommendations.. The Committee are therefore, not satisfied with 
the reply of the Ministry. They still feel that it is unfair to small 
seale sedor if large units are allowed captive eapacit)· to manufacture 
items reserved for Small Seale hadustry. The Committee would like 
to reiterate that Government should re-examine the matter with a 
view -to withdrawing captive capacity in large/medium units for 
manufacture of 'reserved' iteDl5. 

Recommendation Sr. No. 95 (Para Nos. 8.43 etc 8.44:) 

1.22. The Commit.tee (198{)...81) were informed that, with a view 
to encouraging small scale units for larger participation in Govern
ment purchases, 379 items of stores had betm set apart for exclusive 
purchase from the small scale sector, 11 items for exclusive purchase 
from this sector to the extent of 7S.per cent of the requirements and 
15 per cent items to the extent of 50 per cent. The Committee had 
found that as against Small Scale Sector's contribution of 82 percent .... 
to the national product in 1979-80, this sector's share in value of pur-
chases made by' DGS&D for Government Department was only 12.62 
per cent. In fact the percentage shar~ had d~ed to this level 
from 13.56 per cent in 1977-78. Giving qualitative analysis of the 
Government purchases Secretary (Indus\ry) stated that, if the items 
which were not produced in the small scale sector were excluded, the 
percentage of purchases from small scale sector would come to 41 
per cent and not 12 per cent. This analysis too showed that of the 
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-goods, which were available for purchase from small sector, only 
41 per cent were actually purchased from this sector. 

The Committee had felt that instead of getting consolation from 
qualitative analysis of purchases from small scale sector, the correct 
approach would be to determine the optimum range and quantity 
of goods which the Government could buy from small scale sector 
and then to buy them from this sector and not front large sector. 
The Committee had recommended that the ~stry of Industry 
should make such a study in cooperation with DGS&D and persuade 
the purchasing agencies at thE1j Centre and the States to adopt this 
approach in all their purchases. 

1.23. The Minist.ry has stated (Marth 1982) that--

"The Recommendation of the Estimates Committee was 
brought to the notice of the DGS&D whOSe comments are 
reproduced below:-

The purchase procedure in vogue is devised with a view to 
encourage procurement of stores from the small scale sec
tor to the maximum extent possible. Depending. upon the 
production and supQly capability of the small scale sec
tor,items are reserved eithEllr exclusively or partially for 
purch .. :Ise from this sector. The Standing - Review Com
mittee constituted in the Department of Supply reviews 
the lists of reserved items constantly and enlargement 1S 
made as and when production and supply capability.of small 
scale sector warrant reservation. It may be mentioned 
that during the period of nearly two years of its existence 
the Committee have rejCommended over 140 items for ex
clusive purchase from small scale sector. There are at 
present 384 items - reserved for exclusive purcha~ from 
small scale sector and. 15 and 11- items respectively for 
purchase of 50 Qer cent and 75 per cent of the require
ments. As the Committee reviews the three lists of 
purchas~ preference continuously more and more items 
are likely to be included in these lists ann the share of 
small scale sector in the total Governmen"'t-~urchases will 
go up further. 

-<rhe Ministry of Industry is represented On tha Standing Re
view Committee and it will endeavour to maximise the 
purchases from the Small Scale Sector subject,of course, 
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to the economics .. and pricing policies of purchasing agen
cies of the Government". 

1.24. The Committee are not satisfied with the Ministry's reply. 
It is evasive in that the Ministry has not dealt with the question of 

_.stlf4y about the optimum. rauc9 and q~tity .of goods which. the 
Government can buy from small scale sector. The Committee would 
reiterate that the recommended study should be made expeditiously 
and necessary measures taken thereafter to persuade the purchasina: 
arencies at the centre and in the states to purchase all such items 
as are, available in small sector from this sector only. '« 

Field TeGting Stations for Small Scale Units 

Recommendation (Sr. No. lOG-Para No. 9.32) 

1.25. The Committee were informed that elaborate testing facili
ties are reqUired before introducing standardisation of the products 
of small scale sector, but at present testing facilities are not adequate 
nor within easy reach of the small scale units. In this context the 
proposal to set up 50 Field Testing Stations during Sixth Plan is not 
only very timely but if implemented judiciously, can also fill the 
gaps in testing facilities in various regions. The Committee recom
mended that these Field Testing Stations should be so located that 
relevant testing facilities become available to clusters of small scale 
units in all parts of the country at their door steps. In this process, 
the needs of less developed areas should be given due consideration. 

1.26. In reply (October 1981), the Ministry has stated that,-

"At the instance of the Ministry of Industry, the Planning 
. Commission had agreed to make a provision of Rs. 250 
lakhs in the Sixth Plan for setting up new Testing Centres 
for the benefit of small scale industries. A detailed pro
posal had also been formulated by this Ministry for the 
setting up of 50 such Centres during the Sixth Plan period 
The Ministry of Finance have, howe,-er, proposed that 
central participation towards setting up of such centres 
should be confined to nodal schemes and centres to demons
trate to States and the Industry the usefulness of such 
unit-s. Accordingly, one centre in each State could be set 
up. The Ministry of FinanCe have also suggested that in 
case, the State Governments come up with proposals for 
setting up of additional units on their own, the DC(SSI) .-

697LS-2. 
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could extend technical help required for the purpose. The 
performance of the'se new centres would be, reviewed 
after a period of two years, before the setting up any fur
ther centres is considered". 

1.28. The Committee are not satis&ed With the reply of the Minill
try. They reiterate their earlier r~omRlendatiol1 



CHAPTER II 

RECOMMENDATIONS WlUCH HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Sr. No. l-Para No. 2.32) 

It is distressing to note that the small scale industries which have 
been assigned an increasingly important role in the plans towards 
achieving wider employment ~portunities, Promoting intensive 
development of new viable industries ann decentralisation and 
diS?ersal of indWttries, earning foreign exchange tor the country 
through exports and which have not established their potential to 
achieve these enns should be suffering from chronic shortages of 
essential raw materials. 

Reply of Government 

The Government has taken note of the concern expressed by the 
Committee in regard. to chronic shortages of essential raw materials. 
The Government will continue its efforts to meet the requirements 
of the small scale sector keeping in view the over-all a"ailabilityl 
constraints in relation to supply of critical raw materhls. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC 
rraf.id 15-10-1981] 

Recommendation (Sr. No.2-Para No. 2.33) 

Even if the contention ot the small scale sector that, with a con
tribution of 40 ~ercent to industrial production, their share of raw 
materials was of the order of 10 per cent only, is not accepted, the 
severity of the shortages is evident when even according to -govern
ment's own estimates, -the level of satisfaction in the small sector 
in the matter of raw materials 'from official channels is only 30 to 50 
per cent of their capacity. If with such a iow level of raw material 
supplies, the small sector could achieve a productmn of' the value of 
nearly Rs. 21,000 crores representing 32 !;Jer cent of the total indus
trial production, make exports worth Rs. 1100 crores representing 
16 ?ercent of the total exports and provide employment to about 
70 lakh persons the full potential of this sector is not very difficult 
to visualise if their raw material needs are met in full. 

11 
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Reply of Gever~ent 

The Government has taken note of the observation. 

[Ministry or Industry -(Dept~of ID) O.M. No. 1 (26) 181-ICC 
. Dated 10-10-1981] 

Recommendation (Sr. N~ 3--paraNo:2.M)·.:;. 

The Committee find that the small scale sector is ~t a disadvanta
ge compared. to DGTD wtits. Its disadvantages '. arise from the 
distribution formula adopted by most canalising a:gencies which is 
on the basis of past offtake by a unit. In'the case o'ia DGTD unit 
they have specific records of the amount of materials taken by' a 
unit and the amount of pror{uction which bas been made "ossible 
on a licenced ca,?acity basis; The canalising agencies, are therefore, 
able to provide to the DGTD units, year after y~r,' a well defined 
quantity of raw materials based on therecor4edevidence.-on the 
other hann, as admitted by the Ministry, the agencies have failed, to 
make available to the small scale units "a substantial pc>rtionof their 
requirements" as the~e is no evidence either with the canalising 
agency or with the State Directors of Industries as to the actual uti
lisation of the raw materials by a small scale unit in the past. This 
goes to prove to an extent the contentiOn' qf the small scale units that 
they tend to get a lower percentage of their requirements than' the 
DGTD units. Since maintenance of a pr()Qer record of supply and 
consumption of raw ma~ials will be fn the interest of lh~ smallyntts 
themselves, the Committee would like' the Ministry to explore the 
possibility of evolving a system I?f.record k~e?~ng by such units 
in consultation with the representative organisations. 

Reply of Government 

The recommendation has been brought to the notice of the State 
Governme~ts for their guidance and further ·consideration. 

" [Ministry of Industry (Deptt. of IVY O.M. No. 1 (26) 181-I~C 
. '. Dated 15-10-1981] 

Further reply of Gov~r1iment 

A meeting Of the representative ~~ci!ltions of small scale in
dustries was held by the Office of the DG(SSIt'on 28th August, 1981 
to explore the possibilities of evolving, a "sysfrro of . rect;lrd . keeping 
by small scale units in resPect" 6f sutJply antI. consumption of raw 
materials. A detaitea proforma has beeriQ.~~ed arid circulated to 
indicate supply and consumption of raw matena1s. .' 

[Ministry of Indus\ry(Deptt, of ID) O.M~ NO. 1 (26) lsi-ICC 
"dated29tli january, 1982] 
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,~o.e~~~c.n (Sf. No. ~Para No. 2.36) 

The Committee 'endorse the recommendation of the SSI BOard 
that whe~~ ~ssible, ;indigenous raw materials should be made 
available 'fir~t' to small sector and any shortfalls which may have 
to be i~p6rted should be dOne by the large scale units. 

Reply of Government 

This recommendation is on the same lines as recommendation 
No.4.. The Go\!,er~ent isexellnining :the ixpplications 01 making 
the requirementS of the sm~ sCale sector a first charge also in re
lation to available indigenous raw materials. 

[Ministry of Industry (Deptt. of ID) O.1tt: No. 1 (26) lSI-ICC 
, Dated 15-10-1981] 

Fudher reply q.E Gove~ent 

While accepting the spidt of the Comrnittee:s recommendation 
that in the matter of raw. materials. distribution, . sman sector must 
get all due priority, it may be difficult to law down that indigenous 
raw materials must be ma'de availal:lle first to small sector and short
falls thereof should be met by' imports for issue to large units. 

The rallge. of industries: and sectors requiring a variety of raw 
materials is indeed vast. FUl'ther,the rl,istribution -is not only inter 
se between large and small sector units.rut within a com;>lex frame
work of relative priorities. The r:equirement of raw materials f(lr 
the sm~p~~c.ior ~s_ thus to be met from aptJropriate planning of supply 
withreterence to demand of raw materials needed by industry as a 
whole. Within this framework, Government ,have invariably in
cluded the needs of' the small sector' as part of the priority sector. 
Attempts are beingma.de accordingly to supply the sman scale 
sector. wi~h r,aw ·materials 'drawn from indigenous production 
wherever }>p$sible. S40rtfalls are met from buffer imports e.g, 
iron and stee~ and· aluminium,' w~ch are supplied at pooled prices 
by the. res;;>ective caI,Ullising agencies. Thus, whether the supply is 
from indi~enous .souraeS: or from imports, the price is the same; 
furthermore, small ~cale units do not have to go in for individual 
imp()rts .. 

It is in thi~ bac~grouna. tliat it has not been possible for the Gov
ernment to; act uPon the SSI Board's suggestion so far. On the other 
hand, Government feel that the present sysie mis not only an ap-
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pr~riate balance between the neefts of all sectors and indUstries 
but also provides requisite flexibility of operation and insulates ·the 
£maU industries from the vagaries of raw material shortages. 

[Ministry of Industry (Deptt. of ID) O.N!. Woo 1 (26) 181-ICC 
dated 30'tfl January, 1982] 

Recommendation (Sr. No.6-Para No. 2.37) 

The basic raw materials which have been in short supply are iron 
and steel, pig iron, coke, aluminium (EC&: CG gra:de) , copper, tin, 
mutton, ~low, paraffin wax, caustic soda, sona ash, PVC, LDPE, 
HDPE. Goverr:unent, it is found, have not been able to have a clear 
idea of the demand assessment of the small scale sector. While 
the Committee appreciates the dijliculties of the Government in 
making ~ overall assessment of the raw material requirements of 
the small scale inausti'ies they feel that ~ess the magnitude of the 
problem is known fairly accurately at least at macro level it will be 
difficult for the government to draw any plan to make good the 
shortage of raw materials. The Committee would ex~t the Gov
ernment to evolve a suitable mechanism to make a demand survey 
in the small scale sector at least of scarce raw· materials. 

Reply of Govemment 

The DC, sst has been asked to examine, in consultation with the 
State Government, the recommendations regarding' evolving a suita
ble mechanism to assess tlJe realistic demand of the. small scale 
sector for scarce raw-materials. 

[l4inistry of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC 
Dated 15-10-1981] 

Furth.er reply of Governmeat 

Government agrees with the views of the Committee that aome 
idea of a demana perspective for scarce raw materials should b~ 
available to draw a plan to meet the shortage. A beginning bas 
already been made through assessment of capacities of small scale 
units consuming electrolytic grade uluminium.copper tor conductors, 
wires and PVC capl~. State Directors of Industries have also been 
given suitable guidelines for assessment of capcities of small scale 
units in the field of 'terrous faundry. bright bar manufacturing, wire
drawing, . tin containers, hospital wares, etc. .Action is in hand to 
prepare suitable norms for assesament of capcltie. in other 6eldw 
also requiring scarce raw materials. 
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. As indicated against. recommendation No. 3 a k>roforma has been. 
-designed to collect data on actual consumption ot raw material which 
will give a fair idea ot the requirement of different materials. 

The macro level demanq is presently being estimated my indi
vidual Ministries basedGn past consumption, demand requirement' 
with provii1on for expected growth. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC 
dated 30th January, 1982.] . 

Recommendation (Sr. No.7-Para No. 2.38) 

The Committee are intormed that the assessed capacity in imalJ 
:scale sector was much higher than the raw materials available. A!J 
such assessed capacity is not accepted fO.r the purpose o't allocation. 
'The allocation, it is stated, is generally based on past offtake which 
though not a scientific criterion is unavoIdable so long as availability 
is less than demand. The Committee appreciate the compulsions 
under. which government have to operate insofar as allocation flf 
indigenous raw material vis-a-vis availabmty-is concerned. But, 
since government have taken a decision to import whenever necess·. 
ary the estimated shortfalls to augment indigenous availability. the 
Committee feel that pgidly sticking to the criterion of past offtake 
as the basis of allocation, even it is known -thai it meets only about 
50 per cent ot the demand of S8 sector, is not consistent with the 
concern expressed by Government for this sector. The Committee 
would like to urge that government should make all efforts to provide 
raw material to SS units as per their verifiable demand or as suggest
ed by the Ministry at least as per their past consumption (~uly 
authenticated by ·Chartered Accountant or State Director of Indus
tries) irrespective of the sources (')f purchase of materials, with due 
provision for growth. 

Reply of Government 

The recommendation has been noted and brought to the notice 
of the varioUs Ministries and State Governments for examination . 

. [Ministry of Industry (Deptt. of ID) O.M. No.1 (26)/81-ICC 
dt. 15-10-1981] 

Further reply of Government 

The small scale 'sector has been categorised as a priority sectol' 
in respect of certain items ~h as iron and S$¥L The decision of 
the Govemmeni'is to make all efforts to increase availability so that 
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hundred per cent real demand in 'priority sectors is met. whet1aer -
by inrUgenous produetion or -by imports. It is 'difficult to ptO'duee-' 
figures of actual consumption arid :giving a premium to consumption 
ot materials obtained 'thrO\1gh sources other than the r~ulat 
acceptable 'sources smay create further co~plica.tions. Hence"effolU 
are bein~ made to meet the entire demand in the priori~y sectors. 
As regards other items, allocations would depend upon the available 
supply of raw materials arid all necessary measure.s will' be taken 
to increaS4t the supply of raw materials to the extent possible. 

[Ministry, of Industry (Deptt. of ID) O.M. No. 1 (26) IBI-ICC 
dated the 29th January, 1982] 

Recommendation (SF. No. 8-Para :.ro. 2.39) 

The Committee find the s~ge:;tion made by a non-oft\ci~l or
ganisation to allot raw material to a new' small- scale unlton the . 
basis 0'1 project report in the first year' from the date of commence
ment of, production and thereafter on the basis of past consumption 
or Performance . as worthy of seriO'US consideration. This has the 
the merit of:helping a unit find its feet in the first couple of years
which is m06t crucial period for a new entrepreneur and thus guard
ing against "infant mortality" among small scale units. The Commi
ttee w~uld like the ,Ministry to· give it a serious thought and evolve 
a satisfactory system tei meet the .raw material demands of new 
units in full. 

Keplyof Government 

The recommendation is being examined, in the first instance, by 
DC, SSl,who will'alsoconsuIt' the State Governments, it necessary. 

[Ministry of Industry (Deptt. of ID) O.M. No.1 (26)/81-ICC 
dt. 15-10-1981] 

Further reply of. Government 

The Ministry is in agreement with' the view expressed by th~ 
Committee' in the matter of allotment of raw materials to new 
small scale units on the basis of the indication in their project re
ports, during the first year of their production and later on the basis 
ot paast cOJHmmptiqllQr pe~ormance. The sponsoring' authorities 
have been directed to follow this recommendation of the Committee, 
Subject to'appropriate scrutiny of demand in the project reports. 

[Ministry 6f Industry (Deptt. of m)-o~M. No.1 (26) lSI-ICC' 
, dated '3Oth January, 1982.] 
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Recommendation (Sr. No. &-Para No. 2.40" 2.41) 

The Committee .. find that norms have laid down for certain 
categories :of industrie~· so that the assessment of requirements of 
units in those CPU!gorjesc(),JJ!d be,n;ulde with some deg!ee of accuracy 
and uniformity throughout the country. This has been done jn the 
cue of cables and cond'uetors (.alurn.inium). foundries (pig iron) 
wir-edrawing units, wire rods, bright bars(shafts) tiris, cans (tin I 
plate) etc. These oorms have been formulated .by the RC(SSI) 
and recommended' to the State Dir.ectorates of· Industries for use in 
makini assessments. 

The .Ministry have claimed tbatlhe norms have been fcrmu
lated in respect of specific iiams which are in critical short supply. 
It could not be the Ministry's contention that the aforesaid items 
are the only items which are in criftcal shortsul?ply. The Committee 
would like t!tat ftonnsshoUld also be formulated for all items par~ 
ticularly in short· supply and for other categories of . industries in 
dire difficulties to facilitate a scientific asseSb""Dlent of requirements. 
of units on a uniform basis throughout tthe country. The Committee 
would expect this work to be taken up accoI'tifng to a prograrnme' 
and completed as soon as possible. 

Reply of Gover~ent 

The DC, 88I has been asked to examine this recommendation. 

[Ministry of Industry (Deptt. offDr-n.lVf. No. 1(26) 18I-ICC 
dt. 15-1()-19Rl] 

Further reply of Government 
.' 

The norm~ have been prepared by the DC (881) for certain 
categories of industries for assessment til capacities{)f units engaged 
in these . categories such 8!! ferrous fotIhdry,bright bar, wire draw
ing, in containers, AAIACR conductors, PVC [caDle wires, hospital 
equipments, . etc. Additional·itemsrequiring other raw materials 
have· been identified for preparation of norms. These items ar~ 
ferrous and non-ferrous foundry, industrial fastner, steel furniture. 
utensils (stainless steel, aluminium, brass bus oars· l"ransformers. , 
agricultural implements, hand-tools (forged- and fabricated). small 
tools, surgical instruments,BCC pipes, ceramic tn~ 9?ectacles, etc:
It may,. however, be aqdedthat prep~ation of norms is a time-con~ 
suming. exercise requiring cOllection Qf detailed field oata about 
spe,cific industries.. . This is a Continuin~ exercise and every year 
drorts are made to finalise norms in some industries using scarce-
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raw materials. A suitable programme for the purpose has been 
.. ken up. 

[Ministry of Industry (Deptt. of ID) O.M. No.1 (26) 131-:ICC 
dated 30th January, 1982] 

Recommendation (Sr. No. to-Para No. 2.48)' 

In regard to the suggestion to earmark a proportionate per~ent
age of indigenous production of raw materials for small scale sector, 
the Ministry have stated that where the entire output of any pa:rti
cular material is canalised through an official agency, it would be ' 
possible for the Government to earmark a certain percentage for SS 
Section. In rlSpect of other items it would not be possible to do SQ 

unless a control order is issued. The Miilistry are not in favour of 
bringing all the types of diiferent materials (numbering about 
3200) required by SS industrials under distribution control. Thfl 
Committee would like the Ministry to note that the problem arises 
only in respect of critical raw materials and not in respect of all the 
"3200 items, required by SS unit. The Committee feel that a begin
ing to earmark a reasonable percentage of indigenous production by 
an administrative order may be made straight-away in the case af 
raw materials produced and handled entirely in public se.ctor. In
formal efforts to.. persuade large producers in private sector to supply 
critical raw materials, to small scale sector on high priority ba:i1is 
which are stated to be already being made by Government should 
be intensified and results watched. 

The Committee would ,like to be apprised of the concrete action 
taken in this regard with re'ference to public sector and private sector 
units lOeparately. 

Reply of Government 

This recommendation is related to recommendations Nos. 4 and 5. 
The recommendation is being examined in consultation with variO".lS 
production Ministries. 

. ~. - -
~. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) lSi-ICC 
dt. 15-10-1981] 

Further reply of Gol'eroment 

It is the view of the Govemmeat that raw materJals available 
freely in the market should not be subjected to any co»trols, parti
cularly since such an approach would be in line with the view that 
small scale units should, grow as a relatively free sector free from 
neeediess controls. -However, availability of raw matedals like iron 
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and steel, copper etc., which are scarCe and produced by Public 
Sector Undertakindgs are augmented from time to time by Govern~ 
ment through canalised imports by SAIL, MMTC, STC etc. The 
int.erests of the small scale sector are duly protected in this process 
by issue of formal/informal guidelines wherein the producers in the 
Public Sector Undertakings are associated with the supply of raw 
materials to meet the requirements of individual small scale units 
directly or through thelr units. The Ministry has also taken up 
with other adnlinistrative Ministries the question of ear-marking 
suitable quantity of raw materials, which are in short supply, from 
private sector units and. their respective undertakings. As a result 
of these measures the Department of Petroleum have for instance 
directed NOClL and UNION CARBIDE to ear-mark atleast 25 per 
cent <;If their munthly production of Octyle Alcohol exclusively for 
small scale units. 

[Ministry of Illdustry· (Deptt. of ID) O.M.No. 1 (26) 18I-ICC 
dated 30th January, 1982.] 

Recommendation (Sr. No. l1-Para No. 2,49) 

The Committee would like that the Ministry sheuld keep It 

vigilant eye on the requirements and aVailability of critical raw 
materials for small scale sector and,it persuation fails to produce 
results and the supply position reaches a' critical stage, the Ministry 
should not hesitate to exercise statutory powers available to thf' 
Government with a view to helping the small sector out of the crish~. 

.~ "; 

Reply of Government 

The reromrnendation has been noted. 

[Ministry of Industry (Deptt. of ID) O.M.No. 1 (26) 181-ICC 
dt. 15-10-1981] 

Recommendation (Sr. No. 12-Para No. 2.58) 

It has been represented to the Committee that allocations of raw 
materials from main proct-lCers and central agenCies are not linked 
with the actual requirements registered by Small Scale Units with 
tbe State Small Industria:; Development Corporations (SIDCs) and 
the allocations made to the SIDCs are as meagre as 25 to 35 per cent 
of the requii'ements. This is bOrne out to an extent by the informa
tion furnished by the Ministry in regard to steel demand put forth 
by SIDes and allocatione made in 1979-80. For examPle, APgot 
26000 MT as against 1,4'3,900 MT; MaharaShtra 55.500 against 93,000 
MT; HP 4750 MT against 17180 and UP -ro,OOO against 1,00,000 MT. 
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The Ministry state that SIDes do h~ye . ad.equate .da;a ~~utt4." 
needs of SS units but, i~ is st,ated, they tend to over~stiIn;llte while 
placing demand. Secretary (IndustrY)con(:eded that allocations 
were about 45 per cent of tlJe dem.and.T.b.e Committee cannot ~elp 
observing that on the one };land the Ministry .COl1\plain of la~ of 
reliable data of the small sector'srequiI'e~en~ ,and where such v"· 
data is available through State age~cies like SIpes. it is not ,accepted 
as aCC'W'ate.The claim. of . the . Ministry that allocations.of x:<\w . 
materials have been raised over the years ~ould not ·meet the point . 
UJiless theSe are related to reasonable and varifiable .demands.· The 
Committee urge that, instead, of distrustil,lg. t}~e .demand put forth 
by SlDCs and applying across· the board cut$ on the basis of an· 
unscientific criterion of, past offtake, the causes which lead to over
estimation of demands by SIncs should be analysed,an atm.osp~r~ 
of mutual trust created and the system of registering .demands 
with SIDes made inore reliable so that the tendency to over
estimate is curbed and the legitimate demands of SS Units register
ed with State agencies are met at the right tin;te. If thisls not done, 
the SS Uuits' faith in SIDes is likely to be eroded and this may 
bring in furth~r problems in afield beset with problems. 

Reply of Government 

The Government has· taken note of the observation . 

. [Ministry of· Industry (Deptt. of In) O.M.No. 1 (26) lSI-ICC 
dt. 15-10-1981] 

R~ply of q,vel"DJUent 

The Government are already .constantly exploring methods of 
better coordination and review of arrangem~nts of allocation and 
distribl1ti6nof raw materials through State lndustrial Development 
Corporatiorts. ·In line with this recommendation, the Standing Com
mittee set up by .. All, India Small.ln~~tries Board has decided that 
the entire question of method of allOcation and distribution through 
the State Ind,ustrtalDevelopment· Corporations be reviewed by a 
Committee consisting of the DeveiopmentCommissioner lind repre
sentativesof the Council of Small lhdustries Development Corpora-
tions to evolve remedies.' . . 

[Ministry ot Industry (Departm~nt· of Industrial Development) 
O.M. No.1 (26)f81-ICC da~ed 29th January, 1982]. 

Rec~nuD.endati9n (~r. N~: 13-J:'ara NCHi, 2;71 & 2.72) 

2.71.1t is·a matter of concern that in the matter of/iron and steel 
materials the problem faced by small scale units is not only of short 
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alloca'tions vis-a-vis demand, but also of mis-matching of sections 
required :by. th~m andaetuaHy, sup:pt'ied.by' SIdL.' 'Materials are not 
consequently receiwd by the Small ~1Ad\lStries accotding to 
their reijuiremE!Ots of sPecific types, sizes and sections with the 
result that their manuf3.cturUig p~ograuimes are U.ttown out of, gear. 
The factors tha't contribute to this si~u~tion are repo~ed to be dis

"location o~ .rolling piograquries, due to, power _ shomge and. other 
'loCal problems." " 

2. 72. The Coriuriittee "understand that deeentrallsationof the 
rolling programmes could be a solutiori but this is riot 'a practical 
proposition as re-rollin§.capacity in .the country is not adequate and 
re-rolling process is energy expensive and costlier. The Committee 
would therefore, agree with the Ministry of lndtistry ~t' all efforts 
should be made by tegular reviews and' otherwise, to ensure' that: the· 
original rolling programmes are adhered to as far as practicable and 

. a system of advance information should be evolved to communicate 
to the small industries urlits the anticipated shortfalls or deviations 
so that the small units can carry out .ne~ssary adjustment in their 
manufacturing programmes in proper time. It will also be useful 
in the view of the Committee if as suggested by Ministry of SteeJ 
<1nd Mines adequate arrangements are made to store at suitable 
placed items/sections of co'imn.c)O 'use in between rolling programmes. 
The Committee would expectthe Ministry of Industry to formUlate 
a comprehensive scheme in consultation with the Ministry of Steel 
tQ deal with this problem; -

, Reply of Government 

. The DC, sst is takirig up this matter with the Ministry of Steel. 
" . -." .. ' . 

[Ministry of Indllstry (Department of, Industrial Development) 
, . O.M. No. 1 (26) lSI-ICC dated 15-10-1981]. 

Further reply of Government 

.The matter was taken -up with the Department of Steel to work 
out and formulate a comprehensive scheme' to deal with the prob
lem of «casionalshortages of some of the steel items and find out 
ways to adjust, the rolling 'programme of the steel plants. The 
Ministry of Steel and Mines have inft:>rmed that the iron and Steel 
Controller has" been directed- to give concrete sb:lpe to this sugges
tion and finalise the rolling programmes in consultation With COSleII 
FASII. 

[MiniStry of tndustry (Department of Industrial Development) 
O.M.No. 1 (26)/81~ICC dated 30t~ January. 1982]. 
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t1eeommendatioD (Sr. No. 1f-Para No. 2.13) 

. The CoIl1lI!ittee feel that, here too, if scarcity conditions in cer~ 
tam sections and items are foreseen- to be developing to a level 
where the manufacturing programmes of small scale units are likely 
to be seriously dislocated, the Ministry should not hesitate to come 
to the rescue of SS units either by supplying the material from 
buffer stocks, if available, or by organising timely imports of the 
required materials after obtaining a finn agreement from the indus
tries concerned to this course of action. 

Reply of Government 

A scheme for buffer-stocking of certain scarce raw-materials 
often required by small scale industries is being finalised in the 
Ministry of Industry. 

[Mi~istry of Industry (Department of Industrial Development) 
. O.M. No.1 (26) 181-ICC dated 15-10-1981]. 

Further reply of GoverDlDlent 

Government considers suggestions made from time to time to 
remove shortages of scarce raw materials and accordingly directs 
canalising agencies like SAIL, MMTC, STC etc., to imort the raw 
materials to fill the gaps between demand -and supply from the 
indittenous sources. Recently, Steel Ministry has taken steps to 
import pig iron and certain categories of steel items as canaliserl 
imports; in addition imports are made by STe, MMTC of non-ferrous 
metals and chemicals items. A scheme for buffer stocking for small 
scale sector starting with selected iron & steel materials is awaiting 
final approval from the Ministry of Steel and Ministry of Finance. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) lSI-ICC dated 30th January, 1982]. 

Recommendation (Sr. No. I5-Para No. 2.86) 

The Committee have been assured that there are no exceptions 
to the general p,olicy that large units manufacturing basic raw mate
rials should not be allowed to manufac~ure items where there 
is a strong small scale an~l~ or wnere the item is reserved for the 
small scale sector. There are, however, cases, the Ministry state, 
where due to licences having been issued prior to reservation, the 
large units are entitled and continue to manufacture such items 
even after reservation. Since PVC resin manufacture~s have been 
manufacturing PVC compound prior to reservation, they cannot be 
asked to vacate. The Committee welcome the assurance of the 
Ministry that they would ~nsure that the PVC compound materials 



are made available to the small scale units using this product for
further processing. 

lIepIy of Government 

The recommendations of the Committee has been taken note of 
by the Government.· The DC, SSI is taking up the matter with the 
Ministry of Petroleum, Chemicals and Fertilizers. 

[Ministry of Industry (Department of Industrial Development 
O.M. No.1 (26) lSI-ICC dated 15-10-1981]. 

Further reply of Government 

There is no shortage of PVC Resin at present. The import of 
PVC Resin is now allowed under OGL and all the Actual Users can 
import the material as per their requirements. As a matter of fact 
t'4uring some time past, the imported materials has been available 
to the Actual Users at a lower price than the indigenous material 

. and some of the units were not interested in lifting the material 
from the indigenous sources. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) lSI-ICC dated the 15th/17th March, 1982]. 

Recommendation (Sr. No. 16-Para No. 2.87) 

The Committee would expect that, in the case of other materials· 
also, even though the large manufacturing units might have been 
LIcensed prior to reservatiollS', some measures, persuasive oradminis
trative, would be taken by the Ministry, to the extent possible, to 
meet the genuine and legitimate needs of small scale sector. Other
wise, as feared, the small scale units would find it difficult to survive· 
in those fields. 

Reply of Govunment 

The Government has taken note of the recommendation

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) 181-ICC dated 15-10-1981]-

Reeommendation (Sr. No. 17-Para No. 2.88) 

The Committee are surprised to Imow that while reserving an 
item for exclusive manufacture in small scale sector, Government 
did not consider it necessary to provide an assured supply of raw-
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materials required for its manufacture. Reservation of an item for 
..imall scale sector without properllnkage:. with raw,matecial source 
especially when its production depends mainly' on a critical raw 
material in short supply is, in the Committee's view, an illusory 
concession not capable of doingm1y goda·'th the small sector. While 

< it is not necessary that a control or~er n.:eed necessarily be brought 
out to ensure sup:plyof all the 1100-1200 i~ms needed for :produc
tion of 834 items on reserved list, the Committee hold, that a.general 
obligation does devolve on Government to see that as far as possible 
the critical raw materials generally in' "short supply which are 
:tIequired to 'produce reserved items are'made available to the smal1 
scale units, from assured sources, 

,Reply of Government 

The Government has taken note. of the recommendation. 

[Ministry of In~ustry (Department of Industrial Development) 
,O.M.No. 1 (26) 181-ICC dated 15-10-19"al]. 

Recommendation (Sr. No. 18-Fara No.2.SIt) 

As regards supply Of Octyle AlcOhol for the use in the, small 
'Scale sector, the Commiitee hope that the proposal of the Ministry 
of Industry for reservation of 25 per cent the product of NOClL 
and Union Carbide' for·thios sector would come through before long 
and the reasonable requirements of small scale-sector would befully 
m,et.' ' 

Reply' of Government, 

The DC, SSI is following' up the proposal with th,e Ministry of 
Petroleum, Chemicals and Fertilizers. 

[Ministry of Industry (Department of Industrial Development) 
O~M. No. 1 (26J/81-ICC dated 15-10-1981]. 

Further reply of Government 

The efforts of Ministry, of Industry have shown some success in
asmuch as the Department of Petroleum has directed NOCIL and 
union carbide to earmark 25 per cent oft~eir mcm~ production 
of 2-Ethye Hexan (Octyle Alcohol) for sman scale units. 

[Ministry of Industry (Department of Industrial Development) 
a.M. No. 1 (26; /81-I,CC dated 30th -January, 1982]. 
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Recommendation (Sr. No. ZO-Para Nos. 3.18 to 3.21) 

3.18 Government have taken a- decision to import whenever ne
. <CeSSary the estimated shortfall of raw materials in the country to 
augment the supplies through recogilised agencies. In December, 
1980, the Ministry of Industry claimed in a note submitted to . the 
Committee that under the new policy of Government of creating a 
buffer stock in scarce category of materials to tide over ~easonal 

demand, some success had been achieved and stock position of 
some of the scarce materials was stated to be more comfortable. 

3.19 But, in a note submitted by the Ministry in September, 
1980 it was stated that-

"there have been some inadequacies noted in regard to the 
supply of raw rpaterials through the canalising agencies. 
The raw materials someti.mes are not available in the 
right quantity and at right time as requisitioned by the 
small scale sector. The canaIising agencies have also, to 
some extent, failed to estimate the overall requirements 
of material and keep an adequate buffer stock to tide 
over the seasonal increase of the demand. Perhaps, this 
is due to the fact that they are new iIi the field in some 
of the categories and it will take time to understand the 
market mechanism and also estimate their future likely 
demand." 

3.20 The position explained in the note of September, 1980 was 
·1ater stated to be incorrect. 

3.21 The Committee wish to . eJGPress their unhappiness at these 
contradictory statements· made by the Minisqy within a span of 3 

. lOOnths. This, the Committee are constrained to observe, creates 
.. dou,bts as regards the Government claim on adequacy of stocks of 
raw materials built by canalising agencies. 

Reply of Government 

The Government has taken note of the observation. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) IS1-ICC dated 15-10-1981]. 

Recommendation (Sr. No. Z2-Para No. 3.29) 

When due to external factors, the materia1$ imported by canalis
ing agencies do not reach in time and the canalising agencies get a-

697 L,S,-3. 
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to 4 consignments at the same time, accelerated salt: notes are 
issued by the canalising agencies at a time against the past regis
tered demand of the actual users. lIn such circumstances SS units, 
instead of getting deliveries in a phased programme, are faced with 
the problem of lifting large quantities of materials in· one lot. The
Committee have been informed during evidence by the representa
tive of 8TC that, on such occasions, at the S8 units request tne 
delivery period is extended and the units can take delivery by . the 
extended time. In so far as MMTc is concerned, if the units cap.
not lift the materials offered, they are given an opportunity to give 
an revised programme for lifting the material. 

The Committee would like that the procedure obtaining in :MMTC 
shou;td be followed by STC also and the extended period for lifting 
material should be fixed in consultation with the SS units con
cerned. In such circumstances future entitlements should not be 
denied or delayed. The Committee would like the Ministry of In
dustry to make sure that no hardship is caused to'SS units in the 
event of bunching of consignments. 

Reply of Government 

The recommendation has been brought to the notice of Ministry 
of Commerce (and the CCI&E) for informing the STC and other 
eanalising agencies. 

[Ministry of Industry (Peptt. of ID) O.M. No. 1 (26) lSI-ICC 
dt. 15-10-1981) 

Further reply of Government 

The Government have taken note of this recommendation. The 
MMTC h/ilve a monthly delivery schedule; the STC have it on a 
quarterly basis. In the event of bunching of consignments th~ STC 
have a syste~ under which the allotment is carried over to the 
nextAuarter at the request of actual users and the units are allowed 
to lift the entire quantity allotted to them in the preceding quar
ter also. The thrust of the recommendation that no hardship is 
ca'Used to the small scale unit in the event of bunching of con
signments is, therefore, met under the system being followed both 
by MMTC and STC . 

. [Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC 
dated 29th January, 19821 
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Recommendation (Sr. No. 23-Para No. 3.30) 

The Committee welcome the Bill Market Scheme in vogue in 
STC under which credit is available to SS units whidh are hard up 
for finance for lifting material. The Committee would suggest 
that the Ministry of Industry may explore the possibility of per
suading other canalising agencies to introduce similar credit scheme 
for SS units. 

Reply of Government 

The recommendation has been taken note of and brought to the. 
notice of the Ministry of Commerce (and the CCI&E) for bringing 
the Bill Market Scheme df the STC to the nitice of other canalising 
agencies. . I 

• 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) lSI-ICC 
dt. J.5..1()"1981] 

Further reply of Government 

The Bill Market Scheme in vogue in STC is being followed by 
the other important canalising agencies, 'Piz. MMTC and CPC, also. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) 18I-ICC 
dated 29th .January, 1982] 

Recommendation (Sr. No. 25-Para No. 3.49) 

Certain safeguards have· been provided in the present im}K)rt 
policy whereby an actual user who has registered requirements for 
allotment of canalised items couil.d have a direct import licence 
when the canalising agency is unable to register his requirements 
and give a clear indication of supplies as per schedule within a 
period of 90 days. But this facility of import as an actual user is 
laden with so much of procedural difficulties and there are so many 
procedural stages to cross each stage taking some fune..:-that even 
if a small scale unit chooses to avail of it, he cannot hope to get the 
required material before a year. What makes the Committee un
·happy is that the Ministry of (Industry have been fully aware of the 
illusory character of this facility of direct import and they have not 
been able to do anything worthwhile to remedy the situation. The 
Commd.ttee recommend that the entire range of procedure relating 
to entitlement to get "no objection certificate" from canalising 
agency and issue of AU licence should be reviewed with a view to 
cutting down the time to the absolute minimum. 
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Reply of Government 

The recommendation has been brought to the notice of the Minis
try of Commerce (and the CCI&E). 

[Ministry of "Industry (Deptt. of ID) O.M. No. 1 (26) I 81-ICC 
dt. 15-10-1981] 

Further reply of Government 

Powers have already been delegated to the regional licensing 
authorities to allow direct import of canalised items on the basis of 
"No objection'; certificates issued by canalisiag agencies upto a 
value limit of Rs. 25,000. In the case of drug items. this limit is 
RB. 2.5 lakhs. 

The procedure in this regard, would be further reviewed and 
streamlined so that actual users are able- to get direct import H-
cences without delay in cases where the canalising agency has been 
unable to adhere to the prescribed delivery schedule in the mat
ter of allotment of imported material. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) 181-I~ 
dated 17th March. 1982]. 

Recc!mmendation (Sr. No. 26-Para No. 3.50) 

This alone will not solve the problem fully. The Ministry should 
be able to help the SS Units interested in making direct import of 
material under AU licence in locating foreign suppliers without 
delay and guide them on the most e~tious method of obtaining 
the imported material. The Committee would expect the Ministry 
t{) work out a comprehensive Scheme to make this facility real and 
useful. 

Reply of Government 

The "recommendation has been br<Jlght to the notice of the 
Ministry of Commerce for informing the canalising agencies. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) lSI-ICC- dated 15-10-19'81]. 

Further reply of Government 

". The import policy already contains prOvisions under which small 
~ale Actual Users can make use of th~ service of Export Houses, 
Cooperative Societies, Associations of Actual Users and the States 
Small Industries Corporations and other public sector agencies to 
import goods on behalf of Actual Users. Under the IRMAC" 
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scheme, Actual Users holding import licences can approach the STC 
or MMTC or Export Houses/Trading Houses to obtain supplies from 
them by surrendering their licences in favour of such agencies. 
Further, the Associations of small scale uxq,ts or Cooperative Socie-
ties of small scale Units or State Small '\Industries COl'lPOratiOns 
can obtain bulk import licences covering the requirements of Ac-
tual Users so that individual Actual Users have not to apply for 
licence and import goods separately. In respect of OGL imports. 
facilities have been provided to the cooperative Societies, Associa
tions of Actual Users and State Small Industries Corporations to 
act as agents on behalf of Actual Users for opening letters of credit, 
for making remittance and for import and clearance of goods on 
behalf of Actual Users. 

All the above facilities are intended to assist the small scale 
Actual Users in the matter of imports on their behalf. Beyond this, 
it may not be possible for Government to provide directly guid-
ance to each small scale licenceholder as to the source from which 
he can obtain supplies and the competitive price of the material 
tobe ' rted ~ . unpo . .. ,')i 

[Ministry of Industry (Deptt. of ID) O.M. No. I (26) 181-ICC 
dated 17th March, 1982]. 

ReeommendatipD (Sr. No. Z'7-Para No. 3.51) •. 

The Committee find that the Small Industries Corporations who 
can bulk the requirements of import materials on behalf of the 
small units are also handicapped in availing of import facility u 
they do not have with them the fac1Uty which the actual users have 
and they have to obtain foreign exchange allocation even when 
import is freely permitted under OOL. The problems of SIDes In 
this field are stated to be under consideration. The Committee re-
coDlltle!ld that Procedural diftlculties of aIDCs in' importing mate
rials on behalf of SS Units should be removed without delay and 
the Corporations should be enabled to import material in such cir
cumstances \without diftlculty. 

Reply of Government 

The DC, SSI has. been requested to consult the State Small 
Industries Development Corporations, evaluate the procedUral difIl-
eulties and to suggest iways and means to overcome them. - • 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) lSI-ICC dated 15-10-1981].' 
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Further reply of Government 

Under the present policy, Small Industries Corporations of State 
Governments have to obtain release of foreign exchange only if 
they have to import OGL material in bulk for sale to Actual Users 
off-the-shelf. This procedure is applicable where at the time of im
port, the Corporation has not identified the particular ACtual Users 
to whom they will supply the • imported material and the quantity 
to be supplied in each case. 

There is a separate provision in the I import policy under which 
public sector undertakingslagencies can import OGL items on be
half of Actual Users. In such cases, before I import, the corporation 
has to tabulate the requirements of individual Actual UserS, con
solidate them and then make ,bulk import, acting as an agent of 
the concerned Actual Users. For such imports, it is not necessary 
for the corporation to obtain foreign exchange release. 

EMinistrr of Industry (Deptt. of Industrial Development) O.M. 
No. 1(26)181-ICC dated the 17th March, 1982] 

Recommendation (Sr. No. 30-Para No. 3.71) 

Large scale industries are at ,present able to take ,delivery of a 
substantial portion of the imported material at high seas on which 
they do not have to pay Inter-State ,Sales Tax and other local 
taxes. They are thus ~ble to get raw material at a much cheaper 
rate and the interest, of small scale sector which also has this faci
lity but has not been able to make use of it due to procedural diffi
culties is thus jeopardised at the very first stage of supply of raw 
materials. The problem of small s~ale units could have been solved 
if even the Small Industry Corporations could lift. the material 
on ~gh seas on behalf of small scale units and distribute it among! 
them. But these ,Corporations too have a procedural problem that 
they are not recognised as "actual users". The Committeee are in-
formed that this procedural difficulty is expected to , be soIve<i 
shortly. The Committee urge that this procedHral constraint shoUld 
be removed forthwith so that the small Jindustries Corporations 
could also lift im,ported material on high seas and, supply it to 
small scale units at I a cheaper price than at which they· are able to 
get It at present. 

Reply of GoverIlDlent 

The DC, saT is taking up tbe matter with the concerned agen
cies after consulting the State Small Ind1,lS1;ries Development 
Corporations. 

[Ministry of Industry (Pepartment of Industrial Development) 
O.M. No. 1 (26) IB1-ICC dated 15-10-19811. 
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Further reply of Government 

A decislon has already been taken that the.eanalising agenc:iea 
:shoUld have no objectiOn to sell the goods on high seas in favour of 
state Small Industries Corporations to enable the corporations to 
meet the requirements of Actual USers. Further procedural refine
ments, if any, in this regard as may be S'Uggested by the State Cor
pm-ations will be duly considered. 

[Ministry of Industry (Deptt. of ID) O.M. NO.1 (26) lSI-ICC 
dated the 17th March, 1982]. 

Recommendation (Sr. No. 31 Para No. 3.80) 

The Committee agree with the Ministry of Industry that instead 
'of askirtg the canalising agendes to open a raw material depot fn 
each State, as suggested by small scale sector, the difficulties o~. SSI 
units would be solved if the godowns of the State Industry COrPora~ 
tions could be used by canalising agencies for storage and distribu
tion of the raw material. The Committee note that MMTC is al
ready using the infrastructure of Small Industry Corporations at a 
number of places in the country where the. Corporations are acting 
as storage-cum-handling agencies on behalf of MMTC for all their 
materials and it is prepared to consider opening up of similar depots 
at other place if considered justified. The Committee would sug
gest that other canalising agencies should also be persuaded by the 
Ministry of Industry to arrive at similar arrangements with the 
State Industry Corporations to enable the small scale units to 
obtain the material economically and easily from centrnlly situated 
god owns . in their' respective Stages. 

Reply of Govemment 

, The recommendation has been brought to the notice of Ministry 
of Commerce, CCI&E and production Ministries concerned with 
canalising agencies. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) 181-ICC dated 15-10-1981]. 

Further reply of Govemmellt 

'rhe recommendation has been brought to the notice of the cana ... 
!ising agencies as directed by the Estimates Committee. MMTC :Is 
altready utllising the godown facilities of SSICs in different States. 
SAIL is also willing to treat some willing SSICs as their 'Consign_ 
ment Agents' and use the godown facilities of the SSICs' for Steel 
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materials. Of late, the overan. raw materia! position has 1mprov~ 
which will further ~lp matters. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) IS1-ICe 
dated 30th January, 1982]. 

BecODlJDCllDdation (Sr. No. 3%--Para No. 3.87) 

The Committee welcome the Government policy of establishing 
bufter stocks of critical raw materials by supplementing through 
imports. the production within the; country. This has been done 
in respect of stainless steel, tin, nickel and copper and the scheme 
will be extended to iron and steel, pig iron, mutton) tallow and para
ffin wax. The Committee, were infonned that details of the scheme 
were to be worked out by end of March, 1981. They would like the 
detailed scheme to be published immediately for general infonna
tion of small scaile sector and it shou1d. be inlplemented efficiently 
to ~vide reliE!\f to small scale \Hlits all over the country. -The Com
mittee hope that the Ministry will not hesitate to extend the scheme-
ir other items also as and when considered nec~sary. 

Reply of Government 

Necessary steps are being taken by the Government to introduce 
an appropriate schem8i for buffer stocking of certain scarce and 
-aitical raw materials for the benefit of small scale industries, U 
expeditiously as possible: . 

[Mini~try of Jndustry (Department of Industrial Development) 
O.M. No. 1 (26) IS1-ICC dated 1&-10-1981]. 

Recommendation (Sr. No. M-Para Nos. 4.35 & 4.36) 

The Ministry have admitted that in some' cd tJ:le states due 
to frequent changes of Chief executives, inadequate financial 1'&-

1OUI'CeS, their own general inability to raise further finance from the 
. banks, the State Small Industry Corporations have not heen able to 
function effectively'. The Ministry have also admitted that despite 
the Ministry's advice not to levy extra charges, the small industry 
Corporations still continue to levy certain charges over and above 
the permitted service charges from Smnll Scale Units. Secretary 
(Industry) explained in evidence that extra charges were in the 
nature of additional transport charges fOr carrying the raw matetials 
from the point of receiving deliveries from suppliers to the points 
of ciiStrlbutlon to small scale units and it was therefore, not correct 
to hold the additional tr8l'l.sport charges as 'profit'. The COlporaliona, 
:It 11 statel!, are not selling mat.erial at no-profit no .. 10ll basis. as f:tl.,. 
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are required to sell but they are charging a "small marginal profi\; 
to keep the Corporations going". 

From this the Committee cannot conclude that all is no"[ wen 
with the Small Industries Development Corporations and, no wonder 
the ~ scale units are dissatisfied with their working. The Com, 
mittee, however, feel that a study into the working of the Small 
Industry Corporations should be undertaken expeditiously especially 
in the field of distribution of raw materials, price structure and the 
margin of profits they are authorised to charge and they actually 
eharge from the small scale units in order to determine whethe!' 
tbese Corporations, which are the agencies of the Central Govem~ 
lI1ent Organisations in these fields are discharging their functions 
eftlciently and within the four corners of the guidelines issued by 
the Central Government Organisations. Unless such a study is made 
the Central Government would not be able to appreciate fully th~ 
drawbackS in the working of their agencies in the States and would 
therefore not be able to take corrective action which the Central 
Government are under obligation to take in the interest of small 
selle units. 

Reply of Government 

The DC, 881 has been asked to stUdy the working of SSIDCs ia 
depth. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) /81.ICC 
dated 15-10-81], 

Recommendation (Sr. No; 35-Para No. 4.37) 

The Committee would like that, pending the aforesaid study, 
the controversy about the corporations' right to recover additional 
transportation charges from the Point of receiving supplies to the 
point of delivery and the quantum of such additional charges should 
be resolved and clarification published not only for the guidance of 
the STDCs but also for the information of small scale units. 

Reply of Government 

The DC, SSl has taken up the matter with the· Council for State 
Small Industries Corporations (COSIC). COSIC convened a meet
ing at Bangalore of the various SSIDCs and requested them to take 
note of the recommendations for compliance and not to charge £)ites 
higher than SAIL stock-yards. 

[Ministry of Industry (Department Of IndUstrial Development) 
O. M. No.1 (26) /81-5CC dated 15th OctObel'_ 1.9811 
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&eeomm.endation (Sr. No. 36-Para ~. 01.38) 

The Committee find that the Small Industry Corporations find 
the existing, level of servicp charges inadequate to meet the cOst of 
overheads in handling of raw materials distributed. thro~gh tl'lem. 
This matter, it is stated, is under the consideration of th-e Ministry 
of Steel The Committee wo~d expect a decision in the matter to 
be taken expeditiously, 

Reply of Government 

The Government hoas taken note of the recommendation. The 
matter is being taken up with the Ministry of Steel by the DC SSI. 

[Ministry of Industry (Department of Industrial Development) 
O. M. No.1 (26) /81-5CC dated 15th October, 1981] 

Recommendation (Sr. No. 3'7-Para Nos. 4.39 and 4.(0) 

4.39 The Committee are infonned that Small Industry Corpora
tions. are performing a number of promotional activities besides the 
distribution of raw materiais which is largely commercial. A general 
feeling prevails among small scale units that these corporations are 
incurring losses on promotional activities and the Central Govern
ment's move to channelise the distribution of all raw materials 
through them is. intended to improve their profitability at the cost 
of small scale units. 

4.40 The Committee feel that it would be unfair to small scale 
units if the overhead expenditure on the promotional activities of 
the corporations is passed on to raw materials supplies' which the 
small scale units are obliged to buy from the corporations. The 
Committee would like the Ministry to make sure that this does not 
happen. 

Reply of Government 

The recommendation is being brought to the notice of the State 
Governments by the D.C. SSI for taking appropriate ·action. 

[Ministry of Industry (Department of Industrial Development) 
O. M. No.1 (26) /81-5CC dated 15th . October, 1981] 

Further reply of Government 

, ,As mentioned earlier, the DC (SST) has brought this recommen
·dation of th.e Estimates Committee to the notice of all the State 
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.Governments. It would be appreciated that the grant of a subsidy 
to the State Corporations to meet the cost cif promotional activiiylies 
within the domain of the State Governments and cannot be subjected 
to any directive from. the Centre. 

[Ministry of Industry (Deptt. of ID) O.M. NO.1 (26) lSI-ICC 
dated 29th Jan'Uary, 1982]. 

Recommendation (Sr. No. ~Para No. 4.42) 

The Committee are unhappy to note that the Ministry have not 
spoken with one voice before the Committee on certain issues thus 
ffi8:king it difficult for them to have a correct appreciation of the 
problems. While in a written reply, the Committee were informed 
that the Ministry have advised the SIDCs not to levy extra charges 
for raw materials over the a~ve those permitted by canalising 
agencies, Secretary (Industry) stated during evidence that "if they 
have been advised (on these lines), they have been wrongly advised". 
Again, while according to the Ministry, in most States, SIDes do 
not seem to have acquired the necessary expertise to raise credit from 
cmnmercial banks on the strength of Government finances, Secretary 
(Industry) stated in evidence that the inability of the SIDCs to 
rotate their funds, in order to achieve greater volume of trude was 
not due to lack of expertise, this was due to limited range of their 
marketing. Divergence of views on any subject within a Ministry 
is 'heither unusual nor in any way bad; what is unusual in this case 
is that the different views were not harmonised within the Ministry 
before placing them before the' Committee. This shows lack of 
coordination and cohesion within the Ministry which is unfortunate. 

Reply of Government 

The Government has taken note of this observation. 

[Ministry of Industry (Deptt. of ID) O.M. No.1 (26) IBI-ICC 
dated 15th October, 1981]. 

Recommendation (Sr. No. 4O-Para No. (3) 

The Committee find that the :fimmcial position of the Small In
dustry CorporatioI\S cotild improve and they could also provide a 
few day's credit to tliesmall scale units on the sale of raw materials 
as is being done by the Corporations in States like Maharashtra, 
Gujarat, Kamataka and Tamil Nadu if these Corporations could 
borrow funds from the Commercial Banks at the same preferential 

:rate of interest as is charged froYD: the small scale units. The Com-
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mittee strongly recommend that the Small l .... ~ustry Development 
Corporations. should be treated at par with the small scale units in 
the matter of rate of interest on funds advanced by the banks. The 
Committee would like this matter. to be taken up by the Ministry 
of Industry with the Ministry of Finance. 

Reply of Government 

As desired by the Committee, the matter has been taken up with 
the! Banking DiviSion of the Ministry of ~ce. The Reserve Bank 
of India has also been addressed in the matter. 

.-.: ," 

[Ministry of Industry (Deptt. of ID) O.M. No. 1(26) lSI-icc 
dated 15th October, 1981]. 

Further reply of Government 

As. desired by the COmmittee, the matter was taken up with the 
Banking Division of the Ministry of Fimmce and the Reserve Bank: 
of India. In reply, the Reserve Bank of India has mentioned that 
the rate of interest stipulated for short-term advances to smaJ'l 
~a1e units range between 15 per cent and 19.5 per cent. On advancelt 
to SIDes, the rate of interest vary between 18 per cent and 19.5 per 
cent. The concession:al rate of interest of 13.5 per cent is. however, 
charged on advances granted by banks to organisations set up by' 
the Central/State Governments on recognised promotional and 
TftU'keting activities for the purpose of purchase and ,Supply of iD.-
?Uts to and/or marketing of the outputs of artisans' of village and· 
cott~ge industries. Thus, the credit facilities availed of by SIDCs 
from. banks for aforesaid purposes are eligible for concessional rate 
of interest. Banks are also permitted to route credit through State 
ipODSored Corporations/agencies for the purpose of on-lending to 
the weaker sections subject to certain terms and conditions. 

[Ministry of Industry (Deptt. of JD) OM. No. 1 (26) IB1-ICC 
dated 17th March, 1982]. 

Reeommendation (Sr. No. 41-Para No. "-") 

It is unfortunate that in some States tenure of chief executives 
of the Small Industry Development Corporations rarely exceeds a 
few months. The Minlstry of Industry would do wen to bring the 
harmful effect of such frequent changes in the top management of . 
the corpo1"8tions to the notice of th~ States concerned. 



37 

Reply of Government 

The recommendation has been brought to the notice of the State 
. Governments and Union Territory Administrations. 

[Ministry of Industry (Department of Industrial Development) 
OM. No. 1 (26) 181-ICC dated 15th October, 1981]. 

Recommendation (Sr. No. 42-Para No. 4.73) 

The Committee are surprised to learn that critical and controlled 
raw materials like iron and steel are available in the open market 
at' a premium. but not so through official channels to meet the needs 
of SS units. The Ministry are aware of this phenomenon which, 
they say, is inherent in a scheme of partial distribution control 
system, as in vogue at present. In the Ministry's view the problems 
will solve themselves 'as soon as product jon increases for which they 
say they are taking all possible measures. While the committee 
agree that adequate production and ~imely supply of scarce raw 
materials of the required specifications are doubtless the ultimate 
solution to the problem Of unauthorised sale of controlled materials 
in the open market by both large and small scale. units, they are 
unable to reconcile with the poSition taken by the Ministry that the 
Government is helpless to stop malpractices in respect of raw 
materials whose distribution is not under any statutory control. 

Reply of Government 

The recommendation is being examined in consultation with the 
concerned Ministries/Departments. . 

[Ministry of Industry (Department of i:ndustrial Development) 
O.M. No.1 (26)/81-ICC dated-15th October, 1981]. 

Further reply of Gove1'DlJ1ent 

The recOmmendation of the Estimates Committee has been exa
mined in consultation with the concerned Ministries/Departments. 
The distribution procedure for iron and steel materials followed by 
the Department ~f. Steel is geared to supply of materials to the 
actual users/manufacturers. MMTC releases non 'ferrous metals and 
staillless steel to the Actual Users under Direct Allotment Procedure. 
The parties are required to register thefr requirements on the basis 

. of Cer,tiftcatesJLicences issued by their sponsoring authorities. 
MMTC bas no control over the actual users after release of the 
materials. Some u~pulous elements however tend to divert 
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the scarce raw materials to the open market. This phenomenon is 
inherent in any scheme of partial distribution control system, as in 
vogue at pres~nt. It is felt that with the increase in the production 
of raw materials, the problem of diversion·of raw materials will be 
solved. 

[Ministry of Industry (Department of Indtistrial Development) 
O.M. No. 1(26)/81-ICC dated 17th March, 1982]. 

! 

Recommendation (Sr. No. til-Para No. 4.74) 

The Committee think the Government should not remain a silent 
spectator when scarcity conditions in critical raw materials are· ex
ploited by unscrupulous elements to the detriment of genuine small 
scale units. The Committee feel that Government should act to 
regulate distribution and use of those raw materials which are of 
critical importance to SS units and generally in short supply. 

Reply of Government 

The Government has taken note of this recommendation. The 
recommendation has also been brought to the notice of the State· 
Governments. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) /81-ICC dated 15th October, 1981]. 

Recommendation (Sr. No. 44-Para No. 4.75) 

The Committee are concerned at the sharp increase in the 
number of proven cases of malQractices in the use of iron and steel 
material resulting in debarment of the allottees from 173 in 1978-79 
to 365 in 1979-80 and to 420 in the first 8 months of 1980-81. The 
Committee wO'Uld like inspections· to detect misuse of all kinds of 
critical raw materials not merely iron and steel to be intensified 
with a view to taking deterrent action in proven cases of malprac
tices. 

Reply of Government 

The observations of the Committee have beeD brought to the 
notice of the concerned MinistrieRIDepartments of the Government 
of India and the Industries Departments of the State Governments 
with a request to issue instructions to all concerned so as to ensure. 
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that deterrent action is taken in proven cases of malpractices in the· 
use of raw materials by Small Scale Industries. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) lSI-ICC dated 15th October, 1981]. 

Recommend8tion (Sr. No. 45-Para No. 4.76) 

The Committee recommend the following addit.ional meaSUI~S 
to be taken in order to minimise the misuse of critical raw 
materials:- ... 

(i) Both cB/pacity assessments and rl.eliveries of raw materials 
should be made public and notified as in the case of im
port licences and copies of these notifications should be· 
made available to the representa~ve associations, indi
vidual units and the State authorities concerned. 

Reply of Government 

The DC, SSI has brought this recommendation along with the 
.recommendations contained in Sr. No. 46 and 47 to the notice of 
the State Directors of Industries, SSIDCs anrl. concerned agencies 
to take effective steps for minimising the misuse of critical raw
materials. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) lSI-ICC dated . 15th October, 1981]. 

Recommendation (Sr. No. 4~Para No. 4.76) 

The Committee recommend the following additional measures to 
be taken in order to minimise the misuse of critical raw materials: 

(ii) A procedure should be established under which arrival 
of specific· materials, in stockyards and godowns of cana
lising agencies, total quantities available from day to day 
prices of materials should be displayed on the notice 
boards outside the offices of the agencies, producers con
cerned State Directors of Industries, Districts Inc:htstries 
Centres and Small IndUstries Development Corporations. 

Reply of Govenunent 

DC, SSI has· brought this recommendation along with the recom
Dumdations contained in Sr. No. 45 and 47 to the notice of the State· 
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Directors of Industries, SSIDCs and concerned agencies 'to take 
effective steps for minimising the misuse of critical raw materials. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) IBI-ICC dated 15th Oct~ber, 1981]. 

Retommendation (Sr. No. 47-Para No. 4.16) 

The Committee recommend the following additional measures to 
be taken in order to minimise the misuse of critical raw mate.-ials:-

.r 
(iii) Where sale notes and delivery permits are to be issued by 

the producers and distributors to allottee units, these 
should be despatched to the allottees by post Registered 
A.D. or as may otherwise be specifically desired by the 
allottees. The preference of the applicants in this regard 
should be ascertained beforehand 

Reply of Government 

The Development Commissioner, Small Scale Industries has 
brought this recommendation along with the recommendations con
tained in Sr. Nos.- 45 and 46 to the notice of the State Directors of 
Industries, SSIDCs and concerned agencies to take effective steps 
:for mining the misuse of critical raw materials. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) lSI-ICC dated 15th October, 1981]. 

Recommendation (Sr. No. 48-Para Nos. 477 & 4.78) 

The Committee were assured during evidence that the num
ber of bogus units was not large; it was stated to be only 2 per cent 
according to a survey made in 1973-74. The Committee were sur
prised to be informed by the Ministry after the evidence that their 
number was not as insignificant as they were told in the evidence. 
-The fact was that according to the 1973-74 survey, 11 per cent of the 
units were found non-existent and 24 per cent were found closed; 
thus as many as 35 per cent of SS units were, what.in common 
parlance is called, "bogus" muts on the books of the authorities for 
drawing raw materials. 

From the two sets of figures given by the Minister, the Com-
mittee cannot help entertaining a feeling that the Ministry do not 
seem to be viewing the problems of 'bogus' units as seriously as they 
should. . ............. . 

Reply of Government 

The Government has taken note of the observations. 
[Miniatry of Industry (Department of Industrial Development) 

O.M. No. 1 (26) lSI-ICC dated 15th October, 1981], 
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The Committee ~ that besides any other ac;tion that may lJe. 
-w~ted iulder the existing rules and practtc:es the authorities a 
:the· Centre· and the States, should be advised by the· J.flDfstry 10 
d.ebar 'bogus~ units fraul receiving critical raw materials through 
:oftieial. agencies and'they should be black-listed. 

Beply of GovemDleat 

The recommendation has been brought to the notice of the State 
Governments by the Development Commissioner, Small Scale 
lndustries. " •. 

[Ministry of Industry (Department of Industrial Development) 
O.M.No. 1 (26) 181-ICC dated 15-10-1981]. 

Reeommendation (Sr. No. 51-Para No. 4.85) 

The Committee take note of the suggestion regarding compulsory 
registration of small scale units. The Committee also take note of 
the 'personal tentative' vie~ of Secretary (Industry) that it will be 
in the interest of small scale industries not to have 'compulsory' 

. registration for some more time. The Committee, however, can
not help observing that even though 'optional' registration en
titles the small scale units to get assured supplies of raw materials 
at 'controlled' rates which is not a small thing, even then a large 
number of the ~nits do not come to register themselves with State 
agencies. It should be worthwhile to study this phenomenon. 

Reply of Government 

The recommendation has been taken note of by the Government. 
'The DC, SSI is organising field studies~ suggested by the Committee. 

[IYUnistry of Industry (Department of Industrial Development)' 
O.M, No. 1 (26) lSI-ICC dated 15th October, 19'811. 

RecommendatiOn (Sr. No, 52-Para Nos. 4.98 & 4.99) 

A State Government was brought to the Committee·s notice 
-that they have 'to take up the problems of SS Sector regarding allo
,cation and transportation of raw materials with different Central 
cGovernment agencies at various levels and there is no nodal agency 
at the centre which can take an overall view of the problems and 
coordinate the working of these agencies. The State Government do 
,not think DC (SSI) can act as the nodal agency as this word may 
not carry enough weight. 

The Ministry of Industry have also stated that the DC (SSI) 
'may not be regarded as the nodal agency although he does play • 

itS97 LS-4 . >I l 



useful coo;~tflig f01:~: trhe"~try'1ui~e'·Cf~ that, thou~ 
.pc (SSI) intervene with th~ ,canali$ing ~es ~I'e$~ef the' 
: ~c proJjleDiS of'SS Units, 'heo':does not have i;hefui8l voice in 
, *.;-]~ regard" ,Stid that 'the' 'iri.ter:'actionof the, r>evelopuie.Ilt' CQln-
~oner with some of the Ministries" such as'iheR8ilVlay~ is 
lcsomewhat 'limited' and not 'quite effective": Small scal~ Secto~' ~()i 
considers the office of DC (SSl) -as "not an effeCtive body". From all 
thiS, the Committee are constrained to conclude that the office of 

, DC (SSI) has failed to fulfil the role expected of it by 'Small Scale 
Sector and, State agencies 

Reply of Government .' 
The Government has taken note of the recommendation 

Action to stUdy Ireview the role of the DC, SSI etc. is being initiated.. 

[Ministry of Industry (Department of Industrial Development)~, 
O.M. No.1 (26) IS1-ICC dated 15th October, 19'811. 

Recommendation (Sr. No. sa-;...Para No. 4.100) 

The Committee would like that th~ role and powers of DC (SSI) 
, should be reviewed with a view to making him the principal and 

potent instrument to be able to effectively intervene with the De
partments and canalising agencies of Central Government on behalf 
of the State and Small Scale units and solve their problems. 

Reply of Government 

The Government has taken note, of the recommedation. Action: 
to study /re'View the role of the DC, SSI etc. is being initiated. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) 181-ICC dated 15th October, 19'81]. 

Recommendation (Sr. No. 54-Para No. 4.101) 

The Committee would also like that structure and working: 
system of the office of DC{SSI) should be studied in depth by 
management experts with a view to making it a like and result
oriented organisation capable of serving the Small Scale Sector 
efficiently and winning the confidence of State agencies and small 
units all over the country. 

Reply of Government 

The Government has taken note of the recommendation. Action 
to study/review the role of the DC, SSI etc. is being initiated. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) 181-ICC dated 15th October, 19'81]_ 
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:,' .~ r:" ;_,,:.. '." .' ,'._. \ -' ~, A.._ . ., ... :-~- ~.-~-:. 
" ~Tliere are a large, numbet-.of Govvernment and Semi-Gp~ 
,"'_, J' . .' .'. ' ...... "... -

~ent Ofg8:D.i~tion rendering .,asSistance to the small scal~~tol" ~ 
the marketing , of their prOducts. There are for instan~. ,~ 
Industries Develoment Organisations with it s net work of SISIs •. 
National Small InduStries Corporation wilh its branches, Trade: 
Development 'Authority, Indian Institute of Foreign Trade and! 
Export Promotion Councils at the Central level and State Director
rate of Industries, State Small Scale Industries Corporations. D~ 
trict Industries Centres at the State level As if these organisations: 

,were not enough to provide satisfactory service to th~small scale 
sector, suggestions have been made to the Committee by non-official 
organisations that a Central marketing organisation, a federation of' 
similar organisations at the State level, with sales est;l.blishments in 
each State and also separate marketing organisations for different: 
product groups should be set up to serve the small scale sector. The-. 
Committee are not in a position to sit in judgement over the need' 
for so many Government and semi-Government organisations in 
the marketing field. The Committee, however, wish that an oventll 
view on the role and performance of each one of these organisations; 
should be taken with the help of a body experts to determine
whether all these organisations are in fact needed and are working": 
in clearly defined fields without any overlapping and duplication in; 
their efforts. The Committee desire that the Ministry of Industry· 
should, in consultation with the administrative authorities concerned1 
with these organisations, explore the possiblity of organising 81 

macro study of the responsibilities areas of operations, performance' 
and need for continuance in the present form of all the public orga
nisations in this field. 

Reply of Government 

The DC, SSI has been asked to examine this recommendations: 
together with the recommendations at Nos. 57 and 58. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) 181-ICC dated 15th October, Ht3tI~ 

Reply of Government 

DC, SSI has examined this recommendation alongvtith recom,
mendations at S1. Nos. 57 and 58 and has come to the conclusion 
that so far there has not been any detailed study of th~ role and 
functions of various organisations and linkages that may be esta
blished between them. There is no continuous to and fro flow of 
information at district, State and Central levels. The need for a 
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-V.. as sugested by the Estimates Committee is, therefore De
aaary. It has been_ decicJec1 io'Gtnstsuch a .tuclY. to Small 
haas.,. .Extension Training (SIET) lDatitute, Hyderabad which.baa 
beea actively involved the management, reaeareh and train1DC 
par.te1fectively to streBgthen and supplement the effort. of smalllCaJe 
lJI'OJ'l'ammes relating to small seale industries. 

{Ministry of Industry (Deptt. of Inc\ustrial Development) O.M. 
No.1 (26) lSI-ICC dated 29th January, 1982] 

Reeommendation (Sr. No. 57-Para NO.5.Z4) 

-The Ministry have stated that it is very difficult to organise and 
provide any f;>rogramme of direct marketing assistance to a sector 
as vast as the small scale sector covering 8 lakh small scale units 
in ;the country. The various Government and semi-Government 
tOrganisations includnig NSIC and SSICs can, however, strengthen 
and -supplement the efforts of small. entrepreneurs by providing 
various fllcilities and inputs. But the question is; whether the 
G-ovemment anc\ semi-Government organisations are playing their 
part €f!ectively to strengthen and supplement the efforts of small 
scale units. This would require a proper assessment of the role of 
-eacn Government and semi-Government organisation before an 
answer to the aforesaid question can be found. Tne Committee feel 
that the Ministry of Industry are best suited to organise an overall 
aSs.e93ment of the role and performance of each Government and 
semi-Government organisation in the field 0'£ marketing of products 
of small scale sector. S'Uch a study can also be taken by the expert 
.study recommended in the previous paragraph; 

Reply of Government 

The DC, SSI has been asked to examine this recommenc\ation, 
together with recommendations at S. Nos. 56 and 58. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) lSI-ICC dated 15th October, 19'31]. 

Further reply of Government 

DC (SSI) has examined this recommendation alongwith recom
mendations at Sl. No. 56 and 58 and has come to the conclusion that 
$0 far there has not been any detailed study of the role and func
tions of various organisations and linkages that may be established 
between them. There is no continuous to and fro flow of informa
tion at district, State and Central levels. The neec\ for a study, as 
suggested by the Estimates Committee is, therefore, necessary. It 
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_ been ciec:1ded to entrust' such a.study to Small Industry £steD,.. 
1i0Jl Training (SIET) Institute Hyderabaci which. has been actiw17 
tnvolftd bl the m.n· ...... t, research and training programme. 
~ting to small scale in&iustries. 

(Ministry of Industry (Deptt. of Inc\ustria1 Development) O.K. 
No.1 (28)V81-ICC dated 29th Januarx. 19821 

Recommendation (Sr. No. 58-Para No. 5.25) 

With so many organisations already there in the marketing field~ 
the Committee do not wish to recommenc\ any addition to their 
number, as suggested by non-ofticial organisations and certam!J 
State Governments. But the Committee do feel that there is an 
imperative need to develop suitable linkages between small sc:a.le 
units at the grass root level and District and State agencies iu 
each State, between the agencies of one State and the other States; 
and also between the State agencies and the Central agencies,. 
if the a;;>timum ~dvantage of the present marketing network has: 
to be given to the small scale sector. The Committee would recom
mend that the Mi nistry of Industry should work out a suitable
scheme of linkages at all these levels and make effnrts to implement 
it. 

Reply of Govermnent 

The DC, SSI has been asked to examine this recommendation. 
togther with recommem\ation at S. Nos. 56 and 57. 

[Ministry of Industry (Department of Industrial Developmentli 
O. M. No.1 (26) IBI-5CC dated 15th October, 1981J 

Further reply of Government 

DC (SSI) has examined this recommendation alongwith recom. 
mendations at S1. Nos. 56 and 57 and has come to the conclusion that 
so far there has not been any 1ietailed study of the role and functions. 
of various organisations anrl. linkages that may be established between 
them. There is no continuous to and fro flow of information at dis.
trict. State and Central levels. The Need for a study, as suggested by' 
tlie Estimates Committee is, therefore, necessary. It has heen decided' 
to entrust such a study to Small Industry Extension Training (SIET)' 
Institute. Hyd.eraha~ which has heen actively involved in the manage-
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*zientJ research and training proi8mmes relating to. sqW1 scale 
;-ia,d.timies.,... ' .. ~ . ". . > ,*' ~ :''. -. ~ 

. :.~: ..... -, .. ' 
tc ____ fMinistry o~Industry (~pti. of Inqustrial Development) O.M. 

... - - No.1 (26)/81-ICC dated 29tll Janu8I'1, 1982] 

Reeomm.endation (Sr. No. 59-Para No. 5.26) 

The small scale sector are not satisfied with the present arrange
~ent for organised market information network. It feels that the 
information network is out-dated and of very lirnited utility. While 
the Ministry have denied that the present market net work is out
dated and is of limited utility, they have stated that there is need for 
c:ontinuously \JI.:ldating the information and establishing a system by 
which the information is disseminated among the entrepreneurs in the 
shortest possible time. The Ministry propose to further strengthen 
.arrangements to disseminate economic and other related information 
to small entrepreneurs during the Sixth Five Year Plan. The Com
mittee desire that marketing information network for small scale sec- -
tor should be adequately -strengthened ann. up-dated to provide co'm
pete and timely information about the !;Jroducts in demand or likely 
to oe demanded, their engineering specifications and all other aspects 
.of marketing which can be helpful to the small sector. 

Reply of Government 

~he recommendation has been brought to the notice of the National 
'Small Industries Development Corporation New Delhi and the DC, 
SS1 

IMin. of Industry (Da;;ltt. of I.D.) O.M. No. 1 (26) 181-ICC 
dated the 15th October, 1981] 

Further reply of Government 

The recommendation has been brought to the notice of the 
National Small Industries Corporation, New Delhi and the DC (SSI);
The NSIC have communicated this recommendation to all the 
'SSIDCs and COSSICI or necessary action. As far as the Govern
-ment purchase programme is concerned, NSIC is already mailing 
-tender enquiries to the units, showing the demand for the product,. 
'-engineering specifications etC. to enable them to participate in the 
I?urchase programme. The units are given all cooperation and 
assistance to enable them to participate in the purchase programme 
'Of DGS&D Railways etc. Besides, statistical inform"ltion about tqe 
ilemand of products during the preceding years and the rates on 
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..Jlliich tbe conttaet§, were. finalised by the DGS&D is rilade avaRabIe 
.to the units on their request. :: ~.; 

[Ministry of Industry. (Dep~. ~ ~al Development) O.M. 
. No.1 (26) lSI-ICC' dated 29th January, 1982] 

Beeo~dation (Sr. No. 68-Para Nos. 5.21 &: 5.28) 

Out of 21 Small, Industries Corporations in the States anel 
Union Territories, 15 Corporations have included marketing assiSt:. 
ance to the small scale industries products under their. activities. 
The Committee are disappointed to learn that the marketing activity 
has yet to make significant strides exca;?t in the case of Small 
Industries Corporation of Delhi, Madhya Pradesh and Maharashtra. 

The Committee are aware that SSIDCs are set up by the 
State Governments and Central Government are, therefore, not 
required to monitor the role of their functioning. But being key 
organisations in the States in the field of small scale sector, the 
Centre cannot just be oblivious of their performance or lack of per
formance on the ground of the Corporations being technically out
side the Centre's control. The Committee feel that the Centre has a 
responsibility to discharge and a role to play in making the SSICs 
more dynamic in their activities. In fact, it is only the Ministry of 
Industry, at the centre which can as a coordinating and focal agency, 
organise, of courSe with the consent of the SSICs, a formal assess
ment or review of the overall role and working of State Small 
Industries Corporations with a view to making them more effective 
instruments of service to the small scale sector. 

Reply of Government 

The Government has taken note of the recommendation. The 
reviews/study contemplated in reply to recommendation No. 34 
would inclU'de this aspect also. 

[Min. of Industry (Da;?tt. of I.D.) O.M. No.1 (26) lSI-ICC 
daten the 15th October, 1981] 

Recommendation (Sr. No. 61-Para No. 5.29) 

The Committee take note of the fact that a study was conducted 
by the Indian Institute of Foreign Trade into the role and activities 
of the State Small Industries Corporations but this study, it is seen, 
was confined only to the expert efforts of the Corporations. The 
Committee hope that the Ministry of Industry would impress upon 
1:he State Industries Corporations the need for implementing the 
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~mem2atioDa of the Indian Institute of·Foreip Tra4e to ...... 
UIe sport activitiel of the CorporaUom. 

..,IT .. GOY....... • 

The DC, SSI baa been advised to address SSIDCs emphaaWnS 
the need to implement the recommendations of the Indian Instltute· 
« Foreign Trade and to simultaneously request the Indian Institu~ 
IJf. Foreign Trade to follow up the matter with SSIDCs. 

[Min. of Industry (Der}tt of I.D.) O.1l. No. 1 (26) lSI-ICC 
da~ the 15th October, 19811 

BeeommendatioD (Sr. No. 52-Para No. 5.36) 

The Small Industries Service Institutes (SISls) which have been 
_t up at the State level make techno-economic studies and provide 
guidance to the small entrepreneurs from the stage of conception ot 
the product to its actual marketing. These institutes also organise 
training programmes. The Ministry are conscious of the fact that 
the marketing experties within the SISIs is somewhat limited. In 
this context Committee take note of the assurance given by the 
Secretary, Industry, durnig the evidence that the marketing wings 
of the SISIs in different States will be strengthened to provide full 
information and assistance to the small scale sector in the matter 
-of market surveys, investments, equipment F'tnd other relevant 
matters. The Committee hope that this task would be completed 
before long. 

Reply of Government 

The Government has taken note of this recommendation. The 
DC, SSI is taking necessary follow up action, pursuant to the as'
surance given 'Clurnig evidence. 

[Min. of Industry (DeI,tt. of I.D.) O.M. No.1 (26) 181-ICC' 
datell the 15th October, 1981l 

Recommendation (Sr. No. 63-Para No. 5.39) 

The Committee find that Trade Development Authority (TDA) 
was set up initially to develop exports from India to selected deve-
loped countries and since 1978 it has extended its reach to 
develOfPing countries in South-East Asia and West Asia. The ques
tion of opening offices in African countries is also now under exa
mination. The Committee would suggest that, taking note of the 
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... of ...n ac:ale MCtor to I'ftCh the developing markeD, TDA,. 
abould ~clita actlvitiea to more and more deVeloplni countrl& 

-'ly. of ,GevetwDeDt ... 

'!'be Trade Development Authority has indicated that it has been 
recently decided to e.xtend its activities to Honk Kong, South Korea, 
countries of the ASEAN group and lOme selected countries in West 
Africa in the Middle East. A proposal to a,en an office in Monrovia 
(Libria) is being proceued. A proposal is under consideration to 
o~ oftlces in the Gulf region and South America so as to promote 
InC'\ian exports for which a potential exists in these regions. 

[Min. of Industry (~tt. of I.D.) O.M. No. 1 (26) 181-ICC 
datef\ the 15th October. 1981) 

Beeommendation (Sr. No. 64-Para No. 5.30) 

TDA, it is stated, has conducted market surveys for products', 
which are produced and exported from the small scale sector and 
has brought to its notice the various facets of competition from 
India's close competitors in selected products. Over 60 per cent of 
the clients of TDA are stated to be from the small scale sector whi.ch 
accounted for nearly 45 {ler cent of the total exports made through 
TDA in 1978-79. It is regrettable that even when small scale sector 
is a major partner in the TDA's activities, the TDA, it appears, has 
not been able to fully satisfy this sector. The ComInittee would suggest 
that more attention than in the past should be given by TDA to win 
the confidence of small scale sector. 

Reply of Government 

The Trade Development Authority (TDA) have indicated that 
over 60 per cent of its enrolled clients are from the small and 
medium sectors. The entire range of activities of TDA is geared 
towards increasing the exports of its clients. In all buyer-seller 
meets, {larticipants are drawn from the medium and small scale
sector. In 'the Contact Promotion Programme also, a majority of 
representatives are from these sectors. The TDA has extended an 
assurance that it wQuld continue to any particular attention to the 
interests of the small scale sector in export promotion. 

[Min. of Industry (De;?tt.of LD.) O.M. No. 1(26) IBI-ICC 
dateci the 15th October, 19811 
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.' Beeommen~~OD . (~. No . .s-Para :No. 5.41) 
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The small st:ale units have felt the necessity of' a docuiherit Whlcll 
,should list at one place the plus-points of their foreign com:>etitors 
in the· export fields. TheCorimiittee"we~ assured by DC (SSI) in 

. evidence. thit they would bring out in a book from the plus-points 
~f foreign competitors for the benefit of small scal~ sectOr. They 

. hOQe that this pUblication will be out sOorl. 

Reply of Government' 

The Governmep..! has' taken note of the recommendation. The 
-DC, SSI has been asked to take necessary action. 

[Min. of Industry (De;?tt. of I.D.) O.M. No.1 (26) 181-ICC 
daten the 15th October, 1981] 

Recommendation (Sr. No. 66-Para No. 5.42) 

The Committee take note that though TDA publishes a very 
4arge number of reports, no assessment of these reports has so far 
been made to determine the ext~nt to which these reports have 
been accurate and useful to the small scale sector. The Committee 
would expect the Ministry to make such an assessment with a view 
to making these reports more informative and useful to the sman 
scale sector. 

Reply of Government 

The DC, SSI has been asked to determine th~ usefulness of the 
publications ann to be in close touch with the TDA w;th a view to 
make its Qublications more informative and useflll to small scale 
industries. 

[Min. of Industry (De;.Jtt. of ID.) O.M. No, 1 (26) 181-ICC 
. daten the 15th October, 1981] 

Recommendation (Sr. No. 67-Para No. 5.46) 

The Committee are informed that Indian Institute of Foreilm 
Trade has conducted a number of studies with a hear;ng on export 
marketing for small scale industries. Thes~ studies. it is stated. are 
published in the bulletins of Export Promotion Council ani! are 81so 
supplied to the Press, SISIs, Trade Organisations and Chambers of 
Commerce. But, if the reports reaching th~ Committee from small 
scale sector are to be believed, this sector does not appear to be 
~uch aware of these studies. The Committee would suggest that 
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-et,mtil1.1trlcatiorigap. betWeen' the, Institute oj f9r.eign Trtl~ean!i tpe 
Small'Scaie- SectOf shdi1ld. beYetnovedS()t~t"~ S~ll ~ScaleSector 
'fbl" "Whom so much of work is claimed to.h8vebeen dofieby' th~ 
instftUte, can:bene:flt from their studies,,', ,1·:" ;:' ~~,,::~t ":': 

Reply of Govern"ment" 
4. • .-11 .. ' ... 4 

The recommendation' has been· exammed in the Ministry of In
dustry. In orner to ensure better coordination between the DC, 
SSI and the Indian Institute of Foreign Tra:de, it has been proposed 
to the Ministry of Commerce that the former be appointed to th~ 
Governing Body of the Indian Institute of Foreign Trade. It has 
also been prc,?osed to that Ministry that the Director General, 
Indian Institute of Foreign Trade may be included in the Steering 
Committee on Export Promotion from Small Scale Sector. 

[Min. of Industry (Det;?tt. of I.D.) O.M. No, 1 (26) IB1-ICC 
daten the 15th October, 1981] 

Recommendation (Sr. No. 68-Para No. 5.54) . 
The Committee welcome the initiative taken by DC, SST in pro

moting consortia approach among small scale units to' step up the 
marketing of their products in home and foreign markets. The f'X-

port consortia have already come up and are playing an active role. 
The scheme of consortia for internal marketing is likely to be ready 
by the mid year. The Committee would 'Urge the Ministry to finalise 
the scheme of internal marketing consortia expeditiously and. 
give it full support to make it a success. 

Reply of Govemment 

The Government has taken note of the recommendation. A 
scheme for extending financial assistance to consortia .of small scale 
industries has since been approved and brought into operation. 

[Min. of Industry (Deptt. of I.D.) O.M. No. 1(26)/81-ICC dated 
the 15th October, 1961.1 

Recommendation (Sr. No. 6t-Para No. 5.55) 

The Committee, however, note with concern that the scheme of 
export consortia has, according to a recent study made by the Indian 
Institute of Foreign Trade, not clicked. The Study has listed a 
number of reasons for the failure of the scheme and has made certain 
suggestions for the development of the export consortia on sound 
llnes. It will be very sad if scheme for export consortia which has 
a tremendous potential for boosting exports from Small Scale Sector 
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t; allowed to fail. The Committee would .\JI&IIIt that the MJn&ttt 
of Industry ~ ltudy the area Of WHDeIIeI of the export C:OJr-
aortia and take an possible measures to put them back In good health 
to be able to serve as eJ!ec:t1ve instruments of Ie!l"Yice to IIIL&ll 808l ... 
.ector iu the field of exports. 

8eJI7 of Govemm_* 

The DC, SSI has ben requested to study the report of the Inc\lan 
~titute of Foreign Trade in consultation with the CCI&E, Federa
tion of In'dian Exporters, etc. 

[MiD. of Industry (Deptt. of I.D.) O.M. No. l(26)j81-ICC dated 
the 15th October, 1981.1 

BeeommenclatioD (Sr. No. 7~Para No. 8.35) 

Several drawbacks and deficiencies experienced in the develop
~ent of ancillary units have been brought to the Committee's notice 
and accepted by the Ministry. The slow progress of ancillary pro
gramme is attributed inter alia to lack of confidence on the part of 
big enterpreneurs in the capacity of small scale units, un-utilised 
eapacity in the already existing small units acting as a disincentive· 
to ancillarisation of new units and the higher cost of production in 
a small unit. The Committee are informed that though every letter 
of intent in the case of a large unit is issued only after its anci1lari
sation project has been worked out, Government have not yet taken 
any decision to make ancillarisation a precondition for setting up a 
large unit or expanding an existing unit. The Committee feel that 
it is not only_ the economics of production but also the social compul
sion to bring about decentralisation of means of production that 
demand ancillarisation to be adopted as a matter of State policy in 
industrial field. Even if it not possible, as stated by Secretary 
(Industry) to universaliseancillarisation as absolutely necessary 
pre-condition in all cases, the Committe.e see no reason why a begin
ning in this direction cannot be made immediately in selected fields, 
to start with, and it is extended to other areas progressively in the 
light of expe.1"ience. The Committee would like the Government to 
take a policy decision in this direction without delay. 

Reply of Government 

The question of making ancillarisation a necessary pre-condition 
in all cases of industrial approvals has been looked into. As the 
Industries (Development & Regulation) Act, 1951 stands at present. 
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~o ~Ucm ~I adllarilatioD eaa be imposed. Suitable 

. tInl8lMDent8 to the .AJ:t are belngCODSidered as part of a compr.
henst.e ameDClmeDt to the !DR Act. 

As. reprds the recommendation thai a begimiing be made in thta 
<lirection in selected fields, the DC, SSI has identifiecl half a dozen 
.specific industry product areas with ancillarisation potential and ia 
~ondu.cting a study to see whether the normal scrutinY' of prjeet re
,ports can be fmproved for increasing the off-loading of products and 
components. For this purpose studies have been undertaken in res
pect of similar items licensed for product over the past few years 
to determine the extent of increase in off-loading at the time of the 
-project approval itself. The Government would take further steps 
.-on the basis of ·these "selected studies. 

Min. of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC, 
dated the 15th October, 1981. 

Further reply of Government 

In accordance with the observations of the Committee to make a 
beginning in selected field, Government are making an attempt to 
incorporate planned ancillarisation as part of the predetermined 
production programme of industrial projects to be taken up under 
the nucleus plant programme in identified areas. In all such projects, 
the extent and precise scope of ancillarisation are proposed to be 
identified at the project formulation stage itself so that in-house 
facilities for the production of such off-loadable components is not 
created in the first place and secondly steps are taken to promote 
the required ancillarisation on a time-bound basis. To promote such 
a programme Government are also considering an appropriate pack
age of incentives and concessions to nucleus projects certified as such 
according to prescribed extent ofancillarisation. On the basis of the 
result of this experiment, Government would consider fUrther steps 
necessary to enlarge the scope of ancillarisation, including changes 
in law where necessary. 

Min. of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC, 
dated the 17th March, 1982. 

Recommendation (Sr. No. 71-Para No. 6.316) 

In the Industrial Policy Statement announced by Government in 
July, 1900, a special emphasis has been placed on ancillary develop
ment through the establishment of nucleus plants. A 'nucleus plant' 
would concentrate on assembling tl>.,e products ancillary units falling 
within its orbit and it would also work for upgrading the technology 
'Of small units. The Committee are informed that the concept of 
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~tieleus piant, is niiw being 'given a C()Ilqtete al)ape:jn'-.eJl~pq~ 
with the-State Goyernments. The Committee welcome tl:U •. :Il~ 
approach of nucleus plants and ·t1r.ge theGovel1)meDt to.con~~·· 
this concept and implement. it expeditiously. .'_ , . 

Reply Oil Government 

_ The Government have noted the observations of the Corruriitt~:. 
The Government have so far set up 19 task forces -vnth represknta
tiv~ of the Central Government and concerned State· GOveri'imena 
in districts/areas identified so far by the States for the Nucleus Plant 
Programme. 

Min. of Industry (Deptt. of ID) O.M. No. 1 (216)/81-ICC. 
dated the 15th Octo~r, 198L 

Becommenda~on (Sr. No. 73-Para No. 6.38) 

The Committee regret to find that at present there is no system 
of feed back in respect of procurements made by large selie indus
tries from small scale units. It is still more regrettable that informa
tion in respect of purchases made even by departmental undertakings 
of Government from Small Sector is not available with the Ministry. 
The Committee would like that a suit?ble information system should 
be devised to collect feed back on the progress of ancillarisation and 
procurements made from small scale units by large industries in 
public and private sectors and departmental undertakings to enable 
the Ministry to monitor the progress made by ancillarisation pro
grammes and to take corrective measures as and when necessary. 

Reply of Government 

After exomination of the matter in consultation with the DC, ssr 
and BPE. it has been found that the information system in respect 
of ancillaries and procurement from small scale units at present laid 
down in the BPE guidelines could be usefully adopted in respect of 
departmental undertakings and, to the extent possible, in respect of 
private enterprises. 

The recommendations of the Estimates Committee (6.38) have 
already been brought to the notice of all administrative Ministries 
by the DC, SST, in so far as Departmental undertakings are concer
ned. As regards private enterprises, DGTD have been requested to 
consider the best way in which their production information system 
can accommodate details regarding procurement from small units 
by private enterprises. 

Min. of Industry (Deptt. of ID) O.M. No. 1 (2t6) /SI-ICC, 
dated the 15th October 1981~ 
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RecO~~iidaitoD (Sr. No. ~P8rtl_~) 
.. n-ODl the.4aijl. ~pplfea 1;Iy ~ M~try in !'esPect of 66' m~nu-
~g ~~~: s~tOr-_-en.terpriSf!S ~F;s) of the C~tral G:overn~ 
ment, theQ>J;Dniittee find that in 1979-80 these undertakings procurec.t 
items wOrth about RB. 119 crores from sniall scale industries. This 
w.ss-less:th8n il) .per cent of their total purchases from outsid~. 
;rhough it was claimed that there was nearly fourfold' increase in 
the value of pUl'Chases by pSEs from small sector between 1975-76 
and 1979-80, BPE agreed that the increase in value did not reflect 
iincrease to volume of purchases in quantitative terms in view of 
general price rise. The Committee, however, take note that the 
number of ancillaries serving the public sector enterprises had risen. 
from 479 in 1975-76 to 888 in 1979-80 The Committee strongly feel 
that, even thougk no uniform brgets for purchases to be made by 
public sector enterprises from small scale sector may be possible 
because of the product-range of the undertakings, there is great scope 
fOr stepping up purchases from small scale sector and the purchases 
fiihould be stepped up and monitored by Ministry of Industry with a 
view to taking up the matter with the administrative Ministries con
cerned for corrective action, if and when necessary. 

Reply of Government 

Th.e DC (SSI) has with the cooperation of the BPE through im-
plementation of their guidelines already set up a system of monitor
ing purchases by Central public sector enterprises from ancillary 
small units. Periodical reviews are made in regard to more effective 
implementation of guidelines at the State level, as for instance. 
recently a review was conducted at Hyderabad in respect of public
sector enterprises located in Andhra Pradesh. Similar reviews in 
respect of enterprises in Orissa, West Bengal and Tamil Nadu have 
~n programmed. 

The latest information on purchases made from ancillaries and: 
small scale units by public enterprises indicate th~t the number of 
ancillaries has increased from 888 in 1979-80 to 984 in 1900-81 and 
the value of purchases from ancillaries and small units has increased 
from RB. 119.96 crores in 1979-80 to RB. 151.90 crores in 1980-81. 

Min. of Industry (Deptt., of ID) O.M. No. 1(26)/81-ICC . 
dated the 15th October, 1981._ 
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The Committee are disappointed to find that Do study hal beeD 
made either by the MiDistl"y of Industry 'or the Bureau of PublW 
.Enterprises· (BPE) as to the ranee of items that can be purcbased 
.by public ~or enterprises from small scale sector. The Committee 
-bad expected that at least the Ministry Of Industry which have been 

, ·charged with the responsibility of looking after the interests of Ima1l 
,scale sector, would have made such a study in respect of undertakinga 
,under them. The Committee would strongly urge that the Ministry 
-of Industry should immediately undertake a study to detennine the 
.,optimum level of procurement that can and should be made by pubUe 
sector enterprises under their control from small scale sector and 

,issue clear directives to the undertakings to procure such items from 
the small scale sector. The Committee would like to be informed 

, of the outcome of such a study within six months. 

Reply of Government 

Having regard to the difficulties in determining optimal level of 
procurement, which were considered at an inter-departmental meeting 
involving BPE and DC (SSI) , three production uni~ under the 
M~nistry of Industry with large ancillary potential have been select
·ed, viz. Hardwar unit of BHEL, Pinjore Unit of HMT and Kota unit 
of Instrumentation Ltd. An inter-departmental Team drawn from 
DC(SSI), BPE and Administrative Ministry is engaged in the study 
of these 3 units for determining whether optiinal levels of procure
ment can at all be fixed a.nd if so, its modus operandi. Based on this 
experience, it is proposed to get further studies conducted on an 
agreed format. Tr...e Committee would be informed of the results 
of the above-mentioned study as soon as it is completed. In addition 
to the action taken in respect of recommendation No. 75 above, ad
min~strative Ministries have been requested by the BPE to arrange 
for studies in respect of public enterprises under their control. 
BPE, & DC(SSI) would be associated with such studies wherever 
required. 

[Min. of Industry (Deptt. of I. D.) O.M. No. l(26)/81-ICC dated 
the 15th October, 1981.] 

Further Reply of Government 

The DC(SSI) has already addressed tb..e Public Sector Enterprises 
to prepare basic materials for conducting study on optimum procure
ment possible from small scale units under production programmes 
-undertaken by the Enterprises urfder the administrative control of 
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>the Ministry of Industry. They have been asked to review the list 
,~f items procured from large and medium sectors of Industry as 
'well as the item~ manufactured by them in their own factory with a 

'view to identify additional items which. can be transferred from these 
,lists and off-loaded to the small scale units. This would provide an 
;idea of the level of optimum procurement which is techno-economi
·:t!ally feasible from small scale industries. 

The Inter-departmental Team comprising of officers from the 
:DC (551), the BPE and -the Minii;try of Industry has already visited 
-:the HMT Pinjore units and made a study of t}1..e purchases made by 
,the unit. Based on the discussions with the Team, a report has been 
'prepared by the HMT giving the list of items being procured by the 
Machine Tools and Tractor Division from large and medium scale 
-units. A list oj items being manufactured by HMT Machine Tools and 
'"Tractors Division which are proposed to be off-loaded to small scale 
"UIlits has also been prepared. In addition, the two Divisions of HMT 
have prepared a projection of their anticipated procurement from 

"the small scale and ancillary units from the year 1900-81 to the year 
1984-85. The HMT Machine Tools Division at present procures 17 
major items from the large and medium scale units, out of whicb 

c,5 items are being particularly obtained even now from small scale 
'Units. ' The Machine Tools Division bas a programme to off-load 124 
items at present being manufactured by them to the small scale 
units. In tbe case of Tractors Division, 27 major items comprising of 

'basic raw materials and items which cannot be manufactured techno
. economically in the Small scale sector are procured from large and 
medium scale units. Out of this list of 27 items, 14 items are being 
partially obtained from competent small scale units also. The Tractors 
Division of HMT has identified 172 items which are being produced 
by them in their own factory. These include casting and forging 
items where the basic casting and forging blanks are procured from 
'vendors and only machining was done by the HMT. In addition, there 
'.are 36 items where items are completely machined from raw 
-materials. Out of this list, 4 items are proposed to be off-loaded to 
,small scale sector. 

During 1980-81, the actual pruchases made by the Machine Tools 
Division was Rs. 574 lakhs out of which the share of small scale and 
--ancillary units was Rs. 122 lakhs. In the case of Tractors Division, 
the total purchases were of the order of Rs. 41.35 crores out of which 
the small scale and ancillary units contributed Rs. 9.85 crores. The 

-present procurement level from small scale industries as a percentage 
of total purchases, therefore, is 21.25 per cent in the case of Machine 
:697LS-5 
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Tools Division and 23.;82 per cent in the c;ase of Tractors Divisioll_. 
According to a schedule worked o.ut by the HMT, the share of small 
scale ind~j;ries will go up to Rs. 234 lakhs aJ.ld R,. 34.65 crores 1;>)' 
198+-85 in the case of Machine Tools and Tractors Division, respecti
vely. In terms of per centage, the procurement from small scale: 
industries would reach a level of 25.02 per cent in the case of 
Machine Tools Division and 35.54 per cent in th.e case of Tractors· 
Division. 

Reviewing the progress of ancillarisation in the HMT, it may be 
Illent.io~ed that the ~utnberof productive units during 1975-76 was ~ 
having a t\lrnover of Rs. 2.75 lakhs. The n\lmber of productive units 
~~ lik~ly to go ~p to 50 with e;m anticipated turnover of Rs. 70\) lakhs 
9Y 1981-85. There {ire at present 28 operative units working for 
HMT pinjore all.d 22 additional units are being planned which are 
in tbe ~leII\ept~tion stage. In add~ion, 11 \lr,Uts are proposed to 
be ~et up in Himachal Pradesh to meet the requirements of HMT' 
PiI)jore. 

Summing up, it may be stated that the HMT is already providing 
substantial support to small scale and ancillary units in the matter 
of procurement from them and based on the outcome of the study 
indicated above, the level of optimum procurement based on techno
economic feasibility of production of various items in the small scale 
sector would be achieved by 1984-85. 

Similar studies are proposed to be conducted at BHEL, Hardwar 
and Instrumentation Ltd., Kota which have been· asked to prepare 
tn.e ne,cessary details for study by tee Inter-departmental Teams· 
during their visits to these units which are being planned in the 
ne~r f\lt\lre. StutUes in r~ct of other Public Sector Undertakings· 
und,er the control of the Ministry of Industry will be undertaken 
alter the above two studies are completed 

It mcty, however, be added that such studies need considerable 
time for compilation of information and organising visits to the plant~ 
for discussions. This is a continuous exercise being undertaken by 
the DC(SSI) and results cf these studies would be available in indi
vidual ,c~ses as and when the studies are completed. 

[Min. of Industry (Deptt. of I. D.) OM. No. 1(26)j81-ICC dated 
30th January, 1982.1 

kommelldatiqn (Sr. NC). 76-Para 6.41) 

The Co~ittee would urge that Bureau of Public Enterprises
CBPE) should also arrange for a similar study to be made through 
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the administrative Ministries in respect of puWic ~tor enterprises 
under the control of respective Ministries;" 'The Commi4itee would 
expect the Ministry of Industry to liaise with BPE and administrative 
Ministries to ensure expeditious completion of .such studies and 
necessary follow-up action in the light of the studies. 

Reply of Goyermneat 

Having regard to the difficulties in determining optimal level 
of procurement, which were considered at the inter'"'departmental 
meeting invoiving RPE and the DC (SSI) , three production units 
under the Ministry of Industry with large ancilJ.anr potential have 
been selected, viz •. Hardwar unit of BHEL, Pinjore Unit of HMT and 
Kota unit of Instrumentation Ltd. An intet'-Dflpattmental Team drawn 
from DC(SSI), the BPE and Administrative Ministry is engaged ih 
the study of these 3 units for detenDining 1Vhether optimal levels of 
procurement can at all be fixed and if so, its modus operandi. Based 
on this experien~e it is proposed to get further such studies conduc
ted on an agreed format. The Committee vtOUld be informed of the 
results of the above-mentioned study as soon' as it is completed. In 
addition to the action taken in. respect of, rerommendation No. 75 
above, administrative Ministries have, been requested by the BPE to 
arrange for studi~s in respect of public enterprises under their control 
BPE and DC (SSI) would be associated with such studies wherever 
requrre& ~ , 

[Min. of Industry (Deptt. of I. D.) O.M. No. l(2&)/BI-ICC dated 
the 15th October, 1981.] 

Further Reply of Government 

The Matter has been taken up with the Bureau of Public Enter
prises who have in turn requested the administrative Ministries to 
arrange for studies in respect of Public enterprises under their 
control, in association with BPE and DC (SSI) . 

At the initiative of Ministry of Industry and inter-departmental 
Team comprising of officers from the OC(SSI), BPE and the Ministry 
of. Industry has taken up a study of three prOdUction units under the 
Minis~ry of Industry with large ancillary pot~n.tial, viz., HMT"Pinjore, 
BHSL Hardwar and Instrumentation 'Ltd. ')tota.' The Team has 
already visited the HM'l' Pinjore unit atld made a study of the pur
chases made by the unit, which reveals 'tlOO: the 'HMT is already pro
viding substantial support to small seate cand ancillary units in the 
matter of procurement from them and the leVel of optimum procure
ment based On techno-economic feasibility of production of various 
items in the small scale sector would ~ achieved. by 1984-85. 
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_Similar s~dies would . soon be conducted at BHEL Hardwar and 
Instrumentation Ltd. Kotawhich have been asked to prepare the 
necessary details for study by the Inter-ciepartmental Te~ during 
their visits to these units which are being planned in the near future. 

Based on this experience, it is proposed to prepare a format for 
circulation to other Ministries through BPE to conduct similar 
studies in respect of undertakings under their control 

[Min. of Industry (Deptt. of l. D.) O.M. No. 1(26)/81-ICC dated 
the 17th March, 1982.] 

Recommendation (Sr. No. 77-Para No. 6.42) 

The Committee would also suggest that Ministry of bidustry 
should take up with State Governments the question of undertaking 
such studies in respect of the public sector enterprises of the States 
concerned 

Reply of Government 

On behalf of the Ministry of Industry, the DC (SSI) has already 
written to the State Governments for undertaking such studies parti
cularly in respect of public enterprises with known ancillary potential 
and scope for procurement; from. small scale units. In. the conduct 
of such studies, the assistance of the BPE ~nd the DC(SSI) has been 
offered to the State G<lvernments. 

[Min. of Industry (Deptt. of L D.) O.M. No. 1(26)/81-ICC dated 
the 15th O<;tober, 1981.] 

Recommendation, (Sr. No. 78-Para No. 16.43) 

The Committee regret to note that though a number of guidelines 
have been issued by the Bureau of Enterprises (BPE) of public sector 
enterprises of the Central Government for the growth and develop
ment of ancillaries, the guidelines have not been implemented in 
all respects by all the public sector enterprises. The Ministry of 
Industry have received complaints against the pUblic sector enter
prises in matters like change in specifications, placement of orders, 
delays in inspection and consequent delays in payment of bills, etc. 
In about 30 out of the 100 undertakings which have scope for ancillari
sation, Plan Level Committees for ancillary' development p!'ogrammes 
have not been set up as required under the guidelines. Regular half
yearly.reports in regard to anc'illarisation programmes are not being 
received from nearly 31 undertakings. The Committee take serious 
note of the public- sector enterprises' disregard of the guidelines 
issued by BPE. This IS 'a serious reflection not only on the coordi-
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nating role of BPE l?ut also on the control of administrative Ministries 
on: the ~nterprises. The Committee would expect the Ministry of 
Industry to take up this matter with the administrative Ministries 
concerned to ensure that guidelines issued to public sector enterprises 
for the development and growth of ancillaries are implemented by 
all of them in letter and spirit and progresg reported to the authorities _ 
concerned as laid down under the existing guidelines. 

Reply of Govermnent 

This recommendation has once more been brought to the notice 
of the administrative Ministries and public enterprises concerned. 
On his part, the DC(SSI) has also brought it to the notice of the 
Chief Executives of public enterprises. The DC(SSI) has been in
formed that in the course of the review of the working of Plant 
Level Committees, the thrust Of the recommendations of the Esti
mates Committee on ancillarisation must be kept in mind. 

[Min. of Industry (Deptt. of I. D.) O. M. No.1 (26) IBI-ICC dated 
, the 15th October, 1981.] 

Re,:ommendation (Sr. No. 7t:-Para No._.58) 

Delays in payments by large and medium industries are reported
ly creating serious problems. for the small scale sector, ,and the 
Ministry are well aware of them. The Reserve Bank of India have 
issued certain instructions to commercial banks to ensure that pay
IIl4!nts due to small scale sector are made by large and medium units 
within a definite period but the impact of these instructions is yet to 
be assessed. With the similar aim Bill Discounting Schemes have 
been introduced by commercial banks but even these schemes have 
not proved very useful to small scale units because of certain snags. 
From all this the Committee are constrained to conclude that the 
Ministry have not appreciated the seriousness of this problem as 
otherwise they could certainly have taken up the matter with the 
Reserve Bank of India and Commercial banks with a view to refining 
the already operating schemes so as to produce the desired results. 
Tl}.e Committee would expect the Ministry to review the schemes 
and plug loopholes and snags so as to ensure that these schemes fulfil 
the objective for which theY' were introduced. 

Reply of Govel'llllleDt 

The matter has been taken up with the Department of Banking 
and the Reserve Bank of India with a view to consider what refine
Ip.ents should be introduced ~ the pl'eIen\ 'instructions. , 

[Min. of Industry (Deptt. of J. D.) O.M. No. 1(26)/81-ICC dated 
ile IMll October, 1981.] 



Further Reply of GoverD:DleBt 

This recommendation was. taken up with the Department of Eco
nomic Affairs and the H.eserve BaDk of India. The Department of 
Civil Suppli~ which is concerned with the purchases made by the 
DGS&D have informed the Ministry of Finance that payments in 
respect of contracts p~d by DGS&D are made in respect of 80 per 
cent of the bills within 7. to 11 days. The Banks have already been .. 
advised by the Reserve Bank of India to extend at least '50 per cent 
of the cash credit limit against raw materials to manufacturing units 
whether in the public or· pri,!,ate sector, by way of drawee bills so 
as to bring in financial discipline on the buyer in the purchase of raw 
material and also to reduce the dependence on the cash credit system 
or lending to some, extent. This is expected to ensure prompt pay
ment of bills to the sellers .. To begin with, this discipline has been 
confined to large borrowers having aggregate working capital limits 
of Rs. 00 lakhs and over from the, banking system. Another step 
taken by the RBI is that the banks have been advised to insist on 
the public ~ector undertakings/large borrowers to maintain control 
accounts in their boOks to give pret:ise data regarding their dues to 
small units and furnish such data in their quarterly information 
~ystem so that the, banks should take up with the major borrowers 
the issue of clearing overdue payments. These steps would enable 
·t4e banks to take suitable measures for ensuring payment to small 
units by stipulating,' if necessary., that a portion of limits for bills 
acceptance weuld be utilised only for bills of small scale units. The 
Ministry of Finance has requested RBI to advise the Banks that while 
fixing the limits f.or working· capital for accounts of more than Rs. 50 
lakhs, they should separately indicate drawee bills limits in terms of 
its policy . For borrowers -enjoying limits of more than Rs. 50 lakhs, 
they should clearly ·aDd~. ·separately -indicate drawee bills limits fOr 
p.urchase of raw materials; Spare~ Components etc. It is expeeted 
that this step would'. enSure segregation of dues of 881 units and 
fixing a portion of d.raw~e bill limit only for bills of SST units. . . 

[Min. of Industry. (D~ptt. of 1. D.) O.M. No. 1(26)/81-ICC dated 
the 17th March, 1982.] 

Recomme'ndatl&n (·Sr. No. 8~Para No. 6.66) 
:, 

The Committee ar~ informed that in certain cases large manu
facturers charge relatively higher prices on raw materials and 
intermediary products from small scale units with the result that the 
products mamifactureit b-y- small sCale' uriits become costlier as com
pared to the sanie prodUct produced in the large scale sector. Such 
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.;an unhealthy practice has been notieed in products, drugs and 
-pharmaceuticals, soap and agricultural implements etc. The Com-
mittee are surprised that even though the Ministry httve been aware 

.. of such a practice, they have taken no steps to protect the small 

.sector from the harmful effects of such an unhealthy competiti~ 
The Committee would wish that the Ministry take steps to curb this 
:unhealthy practice with a view to safeguarding interests of the small 
:'Scale units. 

Reply of Government 

The Government has taken note of the recommendation. This 
recommendation has been brought to the notice of all production 
Ministries and D.G.T.D. 

[Min. of Industry (Deptt. of 1. D.) O.M. No. 1(26)/81-ICC dated 
the 15th October, 1981.] 

Recommendation (Sr. No. 85-Para No. 6.67) 

Reports of large units adopting a policy of undercutting prices of 
·small scale units to eliminate them from the market have alsO been. 
r~eived by the Committee. The Committee would expect the 
Ministry to examine this matter with a view to finding a satisfactory 
:.solution to the problem. 

Reply of Goverrunent 

The Government has taken -note of the recommendation. The 
recommendatiorL has' been brought to the notice of all prodUcl:lon 
:Ministries and D.G.T.D. 

[Min. of Industry (Deptt. of I. D.) O.M. No. 1 (26)/81-ICC' dated 
the 15th October, '.1981.] 

Recommendation (Sr. No. 86:-Para' No. 6.78 & f1:79) 

. With a vieW to evolving effective linkages between small scale 
'. -units and larg~and medium undertakings, the Small Industries 

Development Organisation have set up sub~contracting exchanges in 
the SISIs spread all over the country. Starting with three exchanges 
in 1970, there are now 16 exchanges functioning in the country which 
maintain data bank of facilities available with sub-contracting units 
registering· with them whom they put in touch with purchasing 
<a:lrganisations. 
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6.79 During 1979-80, in Jaipur and Srinagar no tie-up whatsoever 
'Was ~ffected through the efforts of the sub-contracting exchange3 
there and in Patna and Madras, business worth only Rs. 38,000 and 
Rs. 44,000 was handled by the exchanges. The business handled. 
by exchanges at a number of other places was not very encouraging.. 
either. The registration of only 8100 units with all the exchanges 
during a ten-year period 197~80 out of nearly 8 lakh small scale 
units in the country and assistance rendered in only 30,000 cases aU 
over India during this period and the business handled by individu!\.: 
exchages during 1979-80 lead only to one conclusion that the' perfor
mance of sub-contracting exchanges is Eoor. 

Reply of Government 

The Government has taken note of the observation. 

[Min. of Industry (Deptt. of 1. D.) O.M. No. 1(26)/81-ICC dated 
15th October, 1981] 

Recommendation (Sr. No. 87-Para No. 6.80) 

Though monthly reports on their working are submitted by sub
contracting exchanges to the Ministry, the Ministry were unable'to 
furnish a resume of concre~e achievements of these exchanges during 
the last 10 years in res~nse to a specific question by the Committ~e; 
No targets for financial achievement had been laid down. In 198(}"8L 
for the first time perhaps, targets of promotional activities have been 
set. There is no feed-back information collected by the exchange", 
with re~rence to the contacts arranged through these exchanges. 
Secretary (Industry) himself admitted during evidence that objec
tives for which these exchanges were set up have not been "fully 
realised". 'What( else can the Committee conclude from all' this 
expect that the sub-contracting exchanges have been working in a 
lackadaisical, unimaginative and unsystematic manner and the 
Ministry seem to have done nothing in the matter during the last Iii 
years. The Committee recoIlllIiend that the system and methods of 
working of the sub-contracting exchanges which have a tt"emendoU5 
potential of. rendering valuable service to the small scale units, should. 
be streamlined and made result and growth oriented and their per
fonnance evaluated against targets every year and remedial measures· 
taken to make them fulfil the objectives for which they were set 
up. 

Reply of Gove1'DJnent 

The Government has taken note of the observations of the Com-· 
mittee. The DC(SSI) has been asked. to ~ertake a thorough re-
-view of the Sub-contracting Exchanges. The DC(SSI) is eareftill::f 
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watching the performance of various Exchanges; they' have been 
asked to furnish detailed reports on their activities. Targets of per
fonnance have been laid down for each Exchange for 1981-82 and 
a critical examination of the performance has been initia,ted to ensure 
that the expected results and objectives are achieved. Proposals are 
also being fonnulated to augment staff strength, where required. 

[Ministry of Industry (Deptt. of I. D.) O. M. No. 1 (26) 181-ICC dated 
the 15th October, 1981] 

. Further reply of Government 

The neSSI is periodically reviewing the performance of the 
Sub-contracting Exchanges and for the purpose, quarterly reports 
are being received in the office of the neSSI. Specific targets to be 
achieved by the Sub-contracting Exchanges in the matter of regis
tration of new units and the promotional activities to be organised 
by them were laid down for the first time during 1981-82. According 
to the information recej.ved from the Sub-contracting EiXchanges, 
525 new units were enlisted by these Exchanges during the First 
half i.e. April to September, 1981. It is hoped that the progress o'f 
enlistment of units would be accelerated during the next 6 months 
and by the end of 1981-82, about 1500 new units would be enlisted 
by the Sub-contracting Exchanges. In addition 1026 enquiries 
were received from the public and private sector during the period 
April to September, 1981 out of which 782 enquiries have already 
been process~. The cases of small scale units assisted by the Sub
contracting Exchanges was of the order of around 1900 during the 
period April to September, 1981. This performance shows an 
overall improvement on the performance of Suo-contracting Ex
changes during the previous years and steps are being taken to 
not only maintain this progress but to improve it further during 
the coming years. 

The proposal for augmenting the staff strength df the Sub-con
tracting is already under consideration of the Ministry of Industry 
it is hoped that with the availability of additional staff, the sub
contracting Exchanges would show even better. results. 

[Ministtx of. ,Industry (Department of . Industrial Development) 
.. O. M. No. 1(26)/81-ICC dated 30th January, 1982] 

&eeo~datio~ (Sr No. 89-Para No. 8.86) 

The Oommittee note that a proposal for the setting up an inter
llational sub-contracting exchange in India has been under consi-
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deration of the Government for the last two years. The main ob
jective of the exchange will be to promote internaflbnal sub~con
tracting arrangements between large organiss,tions abroad and corn· 
petent small scale contracting units in India. While the COIXU'hittee 
welcome this proposal, they are unable to appreciate why the proJ 
posal could not be materialised dwing the last tw~ years. The Com· 
mittee would like that the idea of an international sub-contracting 
exchange backed up by adequate number of regional exchanges 
should be translated into action without delay. The Committee hope 
t,hat while setting up the international exchange and regional ex
changes, the Ministry would guard against the drawbacks noticed 
in the working of sub-contracting exchanges already working in 
India and would ensure that the international exchanges 'follows 
the most modern system of management and operations and deve
lops into a useful instrument of service to the small scale sector. 

Reply of Government 

. Government has taken note of this recommendation. An appro
priate scheme is being formulated for the setting 'up of art Inter
national Sub-contracting Exchange. A financial provision exists for 
this purpose in the Sixth Plan. . 

[Ministry of Industry (Department of Industrial Development) 
O. M. No. 1 (26) lSI-fCC, nt. 15th' October, 1981]. 

Further reply' of Government· 

A proposal for setting up International Sub-contracting Ex· 
change under the. Small Industries Development Organisation in-
corporating the modern communication systems was considered by 
the Ministry and agreed in principle. However, it was suggested 
that in the matter of linkages with other promotional organisations 
in the field df exports, further di~cussions with organisations like 
the Engineering Export Promotion Council (EEPC), the Trade De
velopment Authority (TDA) , the All India ManufaCturers Organi
sation (AIMO) , the Federation of' Indian Chambers of: Commerce 
& Industries (FleCI) and Association' for Engineering Industries of 
India etc. might be desirable. Discussions were held these organisa· 
tiQlls to ascertain their views with regard to tlie linkages which 
could be established with them by the proposed International Sub
contracting Exchange and the typ.e of items wru.ch could be taken 
up for pr~motion or' international sub-contracting in the initial 
phases. The views of these organisations have· been recently re
~eived and. have been suitably incorporated in the final proposal 
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which is ready for final ccmaideration and apProval. Financial pro
vision for the purpose is being made in the Sixth Plan. 

{Ministry of Industry (Department of Industrial Development) 
o. M. No.1 (26) IBI-ICC dated 30th January, 1982] 

Reeommendation(Sr. No. 91-Para Nos. 7.29, 7.30 & 7:31) 

7.29 Items like tooth paste, laundry soap and cycle tyres and 
tubes are 're~ed' items which are being produced by multi
nationals and large units also. There are many other reserved 
items which were licensed for production in large sector prior to 
reservation. Since 1970, when tooth paste, for instance, was reserved 
for- exclusive production in small scale sector, 9 organised sector 
units with total approved capacity of 3927 M. Ts had. increased their 
production to 9400 M. Ts by the end of 1978. On the other hand, 
in the small scale sector, as against the installed capacity of 
about 4700 M. Ts in 9 small scale units, the production' of tooth paste 
in 1976 was only about 740 M Tons. If there have been loopholes 
in the Industies (D&R) Act, as the Ministry seem to hint, which 
allow large industries to produce more than the authorised capacity, 
the Ministry have not explained why they have allowed the loop
holes to continue so long to the detriment of small scale sector. It. 
is rather difficult to accept that increase of production of tooth paste 
to 9400 M. Ts as against an installed capacity of 3927 M. Ts in large 
sector could be due only to more eftlcient use of installed capacity 
as hinted by the- industry. There arecompiaints of excess produc
tion in large sector in respect of a number of other reserved items 
also. 

7.30 The Committee would like the Ministry of Industry to go 
into the complaints of excess pr4ldw:tion of reserved- items by large/ 
medium sector and furnish the following information:-

(a) List of items in which excess -production has been com
plained of whether any inquiry was held and if so, the 
outcome of enquiry, in each case; 

(h) the action taken in each ease of established 'excess' pro
duction and the outcome; 

(c) loopholes- in the Industries (D&R) Act, efforts made by 
the Mmistry to plug the loopholes with dates and the 
outcome; 

(c) the latest thinking of the Governm~nt in the matter. 

7.31 The Committee would like- to --have specified information 
under these heads, item-wise, to judge the role and performailce of 
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the Ministry in protecting the small scale sector against the 
encroachments of large/medium enterprises into the field of 're
served' items. 

Reply of Government 

A note of this recommendation is being furnished separately to 
the Committee. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1(26)/81-ICC dated 15-10-1981]. 

-Further reply of Government 

The problem of excess production over their licensed capacity 
has been engaging the attention of the Government for some time 
past. Ministry of Law have been consulted more than once on this 
question especially with regard to the action that could be taken in 
such cases. That Ministry had advised that it may be difficult to 
launch or sustain prosecution against such units. This is because 
licences are given in terms of capacities and not in terms of actual 
production. .Even if the licensed and the installed capacities are 
the same, in the Law Ministry's view, it could well happen that 

• actual production may exceed that shown against the licensed capa
city due to a variety of reasons. Some of the reasons are:-

(i) Greater efficiency of the working force, e.g., by profit 
sharing/productivity raising agreements with labour 
unions. 

(ii) Adaptations and modifications made in machines by units 
in order to give higher output. 

(iii) Better quality and utilization of raw materials or improv
ed raw materials,· or cutting down waste with resulting 
increase in production. 

(iv) Improvements in manufacturing cycles (particularly by 
continuous process industries), whereby with the same 
installed capacity, output can be increased significantly. 

(v) Updertaking of modernisation or in&talling balancing· 
equipment which, though' of small value and not directly 
adding to installed capacity, can yield significantly higher 
yield of outputs. 

In view of the advice given by the Law Ministry it has been 
difficult to launch prosecutions under the IDR Act, on account of the 
installed capacity being in excess of licensed capacity. A few cases 
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()f this type related to the manufacture of tooth-paste by Mis. Col
gate Palmolh-e, aluminium by Mis. Gwalior Rayons could not be 
initiated due to the limitation of one year under Code of Criminal 
Procedure and the problem of acquisence as the concerned Adminis
trative Ministry had been providing raw materials required by the 
unit even for the production of quantities in excess of the licensed 
-capacity. Similarly, action against Mis. Cadbury for excess produc
tion of Bournvita could not be taken due to the application of Law 
of Limitations. 

Proposa1,s are now under consideration to effectively curb the 
tendency of excess production, particularly, in items reserved for 
small scale, if need be by amending the IDR Act suitably. With a 
view to overcome the difficulty of limitation, Industries (Deve
lopment & Regulation) Act has been placed in the schedule to the 
Economic Offences (Inapplicability of Limitation) Act, 1974 so that 
the offences lInder the IDR Act are not barred by limitation. 

It. may, further be mentioned that the benefits of regularisation 
of installed capacity which has been provided to 34 industries by a 
Notification issued on 4th September, 1980 is not applicable to items 
reserved for small scllie. Automatic growth of 25 per cent in five· 
years and normal permissible expansion of production upto 25 per 
cent beyond licensed capacity are also npt allowed in respect of 
items reserved for small scale. Similarly, endorsement of capacities 
on Registration Cettificates issued under Section 10 of the IDR Act 
and COB licence~ on the basis of balanced line c:u>acity would be 
applicable to items reierved for small scale only if the difference 
between th~ highest pJ;Od.uction achieved by the unit during the 
past and the balanced line capacity endQfsed on the licence is ex
ported fully for a period of 5 years or 50 per cent of the difference 
is exported for a period of 10 years. 

It will be seen that the fields reserved for small scale are protect
ed from encroachment by large and medium scale industrial units 
to the maximum possible extent. 

The concept of installed productive capacity is based upon 
balanced capacity of the entire production line for the items for 
which higher installed capacity is claimed. The entire production 
line, commencing from the raw material input section to the finish
ed product exist section, has to be considered as a whole, together 
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with the necessary U\ili.ties whach support the prociuction line con
cerned.. In the ,entire. production line, any capacities of the indi
vidual sections for production at 1evels higher than that licensed are 
NOT to be considered, in isolation. Assessm~nt of installed capa
city is considered only in relation to the critical/constrained sec
tions, as it is upon these sections that the ultimate final produc
tion level or output of the line depends. Thus, the totality of the 
productive installed capacity of the :tme of production is geared ONLY 
as can be related to the critical/constrained sections. 

Suitable allowances are also made for normal outages, regular 
maintenance schedules and industry-wise norms of optimum pro-
duction achievable under normal operating conditions. . 

[Ministry of Industry, (Department of Industrial Development) 
O. M. No.1 (26) ISI-ICC dated the 17-3-1962]. 

Recommendation (Sr. No. __ Para 7.32) 

The Conunittee have received reports that large units licensed to 
pr.oduce ~~' items for es;port can also sell their products in 
home market on the plea of their inability to export their full pro
duction. The Ministry have admitted that though the possibility 
of such a misuse of the concession is there, Government have taken 
measures ~e bank guarantee, penalty provision, expropriation of 
excess production etc. to. guard against. such a misuse by large 
units. Complaints of misuse of this concession have been received 
by the Ministry in respect of tissue paper, hydraulic jack, bolts, 
screws and duplicators. Secretary {Industry) informed the Com
mittee during evidence that in case of tissue paper, "action was 
taken and the particular unit was asKed not to continue production. 
Export obligation was scrutinised and revised obligation was im
posed." It is a moot point whether the aforesaid action taken by 
Govenunent could actually be called 'action' at all. The Commit
tee would like the Government to deal with cases of violation of 
export oblig3.tions by large units in respect of 'reserved' items more 
stringently in order to save the small scale sector from such surrep
titious attempts of the large units to out-market the former. 

Reply of Government 

The recommendation has been brought to the notice of the 
CCI&E for taking appropriate action. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1(26)/B1-ICC dated 15-10-1981]. 
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Funller reply of Govemment 

The recommendauon of the Estimates Committee was brought to 
the noti~e of the Chief Controller 'of Imports and Exports who has 
ex.plainecl-the positi~ as follows: 

"Action i~ i.¢tiated a$ required under" the rules in cases 
where a manufacturer fails to discharge on export obliga
tion·imposed Qn his industrial licence or otherwise. How
ever it may be menti9ned. that while taking such action, 
GoVermnellt ~ps in view thedifficultiies that may be 
i~r.ent .at a paFtie~ time in the export Gf a particular 
product. Also, ~pinC in view the broader poliey frame
\YOl"~ to ~lp expol'ts, procedure have been adopted in 
sudl a way tbat ex~ are .~ in completing their 
oP'Ji,gati~ even with.\B the extencied period in case the: 
~e u~ble ~o do sa within the ltipw.ated period. Further 
in order to help ~ts, it has been provided that in the 
case ·of regular e~w.rters or in the case of ex· 
porters w~re the value involved is high, the ex 
poi'ter may be ~eDlpted from giving a bank 
gu,8fantee with his e~ort obligation bond and, instead, 
Qnly a legal agree~t with a bank guarantee:m.ay be 
acceI1ed. This has been done because the. execution of a 
b~ . guarantee had certain operational difficulties for 
the exporters. In the legal agreement, a provision is 
made in the event of the exporter not being able to export 
the goods as per the export obligation laid down, he shall 
hand over the goods to the agency nominated by Govern
ment and pay liquidated damages to such agency. The 
goods thus handed over to the nominated agency have to 

• be exported by that agency at a price that it is able to 
fetch abroad. The export is made on behalf of the 
original eJCporter and the nominated agency only is en
titled to its commission." 

In actual practi~, how.ever, it was found that the nominated 
agency i.e., the STC had certain practical difficulties in taking over 
the goods for export in such cases. The matter was discussed at a 
meeting in the room of CCI&E on 1st October, 1981 with a view to 
finding out ways and means of proper eulorcement of the export 
obligation conditions. The STC was requested that they should 
make the necessary an-angements for dealing with cases of default 
which have already come up to them on the basis of the 
provision of the existing legal agreements. For the future, the 
matter would be reviewed in the light of practical experience. 
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While reviewing the position as above, the recommendation, in 
question, of the Estimates Committee will be kept in view. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1(26)181-ICC dated the 17th March 1982] . 

• Recommendation (Sr. No. 9&-Para No. 8.45) 

The Committee regret to note that there is no system at present 
in the Ministry of Industry to compile information about value df 
purchases made by Railways and State Governments from small 
scale sector. Information about purchases made by Central Gov
ernment purchasing organisations from small and other sectors, of 
items reserved for exc~usive and preferential purchase from small 
sector is also not available with the Ministry or DGS&D. In order 
to evaluate the progress of measures taken by Government to en
-courage large participation by small scale sector in Government 
purchase programmes, there is an imperative need for a proper 
information system which should, inter alia, collect and collate data 
about the value of purchases made by all purchasing organisations 
of Central and State Governments and Public Sector Undertakings 
from Small Scale Sector vis-a-vis other sectors, showing separately 
the value of items exclusively reserved for (a) pqrchase from and 
(b) production in small scale sector. The informatiop thus collected 
should be periodically analysed with a view to applying correc
tives, where necessary. 

Reply of Government 

The Government has taken note of this recommendation. The 
DC, SSI has been requested to evolve a suitable system for obtain
ing the data about the value of purchases made by the DqS&D, 
Railways and State Governments f~om the small scale secto~. 

[Ministry or Industry (Department of Industrial Development) 
O.M. No. 1(26)/81-ICC dated 15-10-1981]. 

Recommendation (Sr. No. 98-Para No. 8.47 and 8.48) 

A number of difficulties experienced by small scale, units in 
regard to registration, submission of tenders, lack of specifications, 
etc. have been brought to the Committee's notice. The Ministry 
have also received representations from small scale sector regarding 
certain State Governments and State Undertaking insisting on 
earnest money and security even though tendering units are re
gistered with National Small Industries Corporation and DGS&D. 
Obviously the Ministry of Industry have not so far succeeded in 
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persuading all the S~\eS and State agencies to follow similar pro
cedures and allow similar facilities to small' scale sector as are in 
vogue at the Centre. Despite clear instructions that there should be 
:Only one inspection of the capacity and technical capability of small 
Units by SISIs, DGS&D, it is'-ltated, insists on a separate inspection 
in certain cases. . .. ~' 

, ,·From llll tms.".,.the, Committee,have.come to the.',conclusion that 
multiplicity of procedural practices at the Centre ,and, the States 
have prevented the small units from driving full ...advantage of 
the exclusive purchase policy and the facilities and concessions 
announced by Government for the benefit of smali seCtor. The 
Committee would like that the, Ministry' of Industry, should make 
a concerted -eff.ort at the highest i~vel- to biilig' round the DGS&D, 
State Government Departments and State Undertakings to follow 
the standJu'd procedures and P:t:'AF~ so ,,~.Y> ensure that the bene
fits intended for small scale sector are elJ.19yed by this sector in full 
measure. 

'Reply of Government 

The recommendatiori'lhas been brought to the notice of Ministry 
'of Supply and Reh,ahilitation..(Department of Supply) which is con~ 
carned w1.th, Central Govel'l'UJlEmtpurchases. 'the Depp~t. of 
Supply has draWn. attention" ,to the following recommendaljgJls' 
contained in the ReWrt submitted by the Committee on Govern
ment Purchases under the ~rmanship of the Minister of Supply 

. and Rehabilitation, in the year 1979. 

. , 
I '\ .... 

"It has already been recommended by the. Committee that 
other Central Goveinment Depart~nlS should,' follow 
tb.e procedures laid down by toe Centrl\l Purch;lses Orga
nisation to the extent possible, ancCapplicable to their 
purchases. Various Government i>epartnients while 
making procurement should also follow the guidelines laid 
down by the Governm~nt for preferential treatment to 
small'scale mi1ts. The Committee feels that it migh't be 
advisable for "stiCh departments to borrow officers from 
the DGS&D 'a1·'t'irioUs l~e1s' -foIo' organising their pPO-' 
curement acnvitieswhete needed, if such e~tise'is not 
available already with them". ',' '.' 
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the e.'dent possible, k~ing in view the nature of their 
procurements". " , . 

- , 

3. "Uniformity in the term and' conditions should be adopted' 
by various public Sector undertakings in resp~tof normal 
procurements. The public sector undertakings co~d 
adopt the tenos and conditions followed by the Central 
Purchase Organisation to, the extent possible with a view 
to finaliSing tenders promptly and better contract admin
istration". 

, The Department of Supply has stated that reconunendationNo. 
(1) was circulated to all the Central Ministries and recomnlenda
tion (2) and (3) was circul~t~ to the B.P.E, for implementation by 
:e~blic sector undertakings. 

In addition, the Ministry of Indu~try :pPOpose to address varioua 
State Governments in this regard. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1(26)/81-ICC dated 15-10-1981]. 

Recommendation (Sr." ~~.~Para No. 6.4.9) 
. ~---

The Committee strongly; '.lU1pport the demand of small scale 
industries that purchase contracts executed with them. by purchasing 
agencies should include a price escalation clause to provide them 
pFotection against rise in priCes of raw materials. The DGS&D it is 
stated, has since 1960 been showing consideration in the matter of 
prices in respect of items controlled by Government. The Commit-, 
tee would like that tl\e procedure of incorporating price escalation 
clause in purchase agreements should be formalised so as to leave no 
scope for doubt as to the items and the extent to which it would 
apply. In this" respect~ ·small seale sector-should be treated at 
part with large ;sector. 

Reply of Government 

• The Millistry of' SuPPly and Rehabilitation (Department of 
Supply) have s~a~ tha~ the DGS&D nor,mal1y allow variations in 
prices' for purchase of Stores involving raw-materials~ the prices of 
which are regulated by the gQvemment/Governmentagencies, and 
that the price variatioll is allowed in respect of a number of items 
and contracts for more and more items' are considered for inclusion 
of 'Price escalation provision. They have . further stated that no dis
tinction is made in this regard between, large scale and small seale 
units. They have further added that they have evolved standard', 
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price variation clauses for allowing variations on account of prices 
of raw-materials like Steel, non-ferrouS metals involved in chargee 
of certain stores like insulated cables, wires, ACSR conducton, 
Customs duiy/Excise duty, wages and exchange rates. The DGS&D 
are being requested to persuade other Centra!' Departments also to 
adopt the procedure followed b.y them, if not already being done. 

It is also prop~ to address the State Governments in this 
regj3.rd. 

[Ministry of Industry (Department of Industrial Development) 
'. ,. O.M. No. 1 (26) lSI-ICC dated 15-10-1981]' 

Recommendation (Sr. No. tOO-Para NoH 8.50) 

The Committee' regret to note that Central Purchase Advisory 
Council which is constituted to review the problems faced by small 
industries have met only once during the last 5 years. This shows 
the Ministry's apathy towards the lot of small sector. The Com
mittee would recommend that the Council at the Centre and similar 
bodies in the States should meet regularly at least twice a year 
to disL"Uss specific problems of small units with a view to solving 
them." , 

Reply of Government-

The Ministry of Supply and Rehabilitation (Deptt. of Supply) 
has stated that the last meeting of the Central Purchase Advisory 
Council was heM in November, 1980. The next meeting is scheduled 
fo,r OctoberJNovember this year. That Deptt. has 'also pointed out 
that four Regional Purchase Advisory Councils, in addition to tbe 
Central Purchase Advisory Council, have been constituted. Each of 
these Regional Councils, (South Zone, North Zone, West Zone and 
East Zone) have been rp.eeting regularly, once every year to discuss 
and sort out problems faced by the small scale sector, as well as 
others in the dealings w~th the DGS&D. Periodical meetings are 
also held with various trade 'ASSOCiations, including Organisations 
representing the small scale sector and specffic problems are dis
cussed. The Deptt. of Supply feels t~at altliOugh the Central Pur..: 
chase Advisory Council did not meet for some time it did not mean 
neglect of the problems faced by the trade which were duly taken 
~e of through other forunis. However, ifis proposed to hold meet
ings of the council regularly in future. 

[Min. of Ind. (Deptt. of ID) O.M. No. "1 (26) I 81-ICC dt. 15-10-81] 
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Re'Commendation (Sr. No. l02--Para No. 8.53) 

Here is one more instance in which the information furnished by 
tl;te Ministry cif Industry in writing is different from what Secre
tary (Industry) stated in evidence. While the Ministry stated that 
"there is no regular and continuous flow of information regarding 
price preference accorded by various purchasing organisations", 
Secretary (Industry) informed the Committee in 'evidence that 
"there was an organised basis of flow of information" in this regard. 
What else can the Committee suggest in the circumstances except 
that there is need for greater coordination and cohesion at variOU9 
levels within Ministry . 

. Reply ~ Government 

The Government has taken note of the recommendation. The DC 
(SSI) is taking action to examine the suggestion. 

[Min. of Ind. (Deptt. of ID) O.M. No. 1(26)181-ICC dt. 15-10-81] 

Further reply of Government 

Full co-ordination and regular and continuous flow of informa
tion regarding price preference is being ensured. 

[Ministry of Industry (Deptt. of Industrial Development) O. M . 
No.1 (26) I 81-ICC dated the 17th March, 1982] 

,. 
Recommendation (Sr. No. tOO-Para. No. 9.29) 

There, is a four tier system of testing facilities in the country. 
Four Regional Testing Centres are already functioning for the 
benefit cif small scale sector. FIfty Field Testing Stations are to be 
set up during the Sixth Plan period .. Besides, there are national 
laboratories for speci:l!iSed testing facilities and' at the apex ijl 
National Testing Ho~e at Alipur. DC (SSI) has stated that they 
'Y~re trying to link one tier with the other. Testing facilities, it is 
stated, are also available in t~e States, TITs; other engineering in-
stitutions and even in private testing laboratories. It is doubtful-if 
the small scale units have a clear 'picture of the nature andran,ge of 
testing facilities available in the scores of testing institutions spread 
over the length and breadth of the country and how they' have to 
go about to avail of the 'facilities at the most econoinical cOst: The 
Committee feel' that a comprehensive guide-book is needed to ex
plain in simple language at one place the natUre, range and cost of 
testing facilities at ·each of these testing centres jUld the proced'Ure 
which the small scale units have to follow to get the products 
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tested speedily and economically. They would suggest that the 
Ministry of Industry 'should bring'out a compre1iensive' g'Uide-book 
of testing facilities and make it available to small scale units as a 
ptic;~ publication. 

Reply of Gavemment 

The recommendation has been accepted 'OY the: 'Government and 
the DC, SSI has been requested to do the needful in the matter; 

[Mill. of Ind. (DeP,tt. of ID) O.M. No.1 (28) JS1-ICC dt. 15-10-81] 

Recommendation (Sr. No. 1M-Para No. 9.30) 

Reports reaching the Committee from small scale sector show 
that the small scale units are not satisfied withtne working of the 
Regional Testing Centres at Delhi, Bombay, Calcutta and Madras. 
The C()mmittee were informed that though internal evaluation of 
the Regionai Testing Centres is done periodically, it was premature 
to commission an' external evaluation of these testing centres' as 
they were set up only about three years' ago. In this context, the 
Committee take note of the very low revenue derived from testing 
services rendered by these· Regionat Centres as compared. to the 
heavy expenditure incurted on these Centres. Taking all these 
factors into consideration, the Committee feel that there is a need 
to assess the usefulness 'and utilisation of facilities availabJe' in the 
Regional Testing Centres and identify deficiencies' in their wQrking 
beCause of which they have· not been able to become y~ popular. 
The Committee woUld' suggest· that an assessment On· these lines 
sheuld be undertaken expeditiously an.d working'.df these centres 
streamlined and testing apparatus strengthened. it necessary in the 
light of the assessment report' so as to Win the confidence of small 
.cale units. 

Reply of Government 

The recommendation has been acceptea by the . Governmea-r,-
and the DC, SSI has been requested to undertake an internal assess
ment of the working of the RTCS. 

[Min. of Ind. (Deptt. of ID) O.M. No. 1(26)181-ICC dt. 1~10-81] 

Recommendation (Sr. No. I~Para No. 9.31) 

The imPOrtance of standardisation of products ot small 
ecale is too obvious to neeg any' emphasis. A . number of 
products are reported to have been codified an4 covered under the 
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certification scheme of the Indian Standai-ds Institutions (1:SI). But 
still there is a large gapbetwee{l the number Ot pro~ucts manufac
tured by the small scale industries ano. the standard· specifications 
prepared for the products for certification scheme. TheCommittee 
feel that the process of codifying standard specifications shQuld 
be s~ded up with a view to bringing more and more products of 
small scale sector under the lSI certification scheme and in this 
proc€.ss, the .products which are r~~rved for exclusive prol\uction 
in the small scale sector should be given priority. . 

Reply of Government 

The recommendation has been noted and the Development 
Commissioner, Small Scale Industry has been requested to take up 
the matter with the lSI. 

[Ministry of Industry (Deptt. of ID) O.M.No. 1 (26) 18t~ICC 
dt. 15-10-1981] 

RecDmmendatiDn' (Sr. ND. l07-Para ND. 9.33) 

The Committee take note of the" Ministry's view that it is~n 
eXQensive exercise for the small sc~Ie industries producing the 
products conforming to standaro. specifications it would be 
neci:!lSsary to reduce the financial burden which the certification 
Scheme place on theSe "units. The Committee #el that it shou14 
be possible for Ministry· of Industry to go into the cost asp~ 
of the standarrUsation scheme and devise measures to ,make it finan
cially less burdensome and thus attractive for small scale units to go 
in for standardisation of their products. 

Reply of Governm~t 

. The recommendation' has been taken note of by the Government. 
The DC (SSI) has been requeste~ ~o examine the cost impact of 
standardisation facilities and to suggeSt measures to reci.uce the bur-
den. on small units. .' 

[Ministry of Industry (Deptt. of ID) O.M.No. 1 (26) 181-ICC 
dt. 15-10-1981] 

Recommendation (Sr. NOI. lOS-Para NOI. 9.34) 

The Committee consider the _introduction of compulsory quality 
control scheme in ~spect of domestic electrical appliances as a step 
In the right direction even though the Ministry find it administrativeJ 

ly difficult ~ implement it. The Committee feel that the Ministry 
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"should take measures to overcome the administrative di1Jiculties 
-experienceri in implementation of this scheme and gradually extend 
the scheme of other product groups, one after the other, in accor
dance with a priority list to be drawn up by the Ministry. 

,Reply OIl Government 

The reeorrunendation of the Corrunittee has been taken note of by 
the Government, and a revised domestic eIeCtii.cal appliances control 
order is likely to be issued shortly with a view to overcome some of 
the deficiencies experienced in the implementation of the existing 
.order. 

lMinistry of Industry (Deptt. of ID) ,O.M.No. 1 (26) lSI-ICC 
dt. I5-I()..I9811 

.. .11 

. :.;.~ 



"!'.. '";"--:~"'" ~-~' ..... 

CHAPTER·m 

RECOMMENDATIONS WHICH THE COMMITTEE 00 NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT REPLIE:s 

Beeommendation (Sr. No.4-Para 2.35) . -

Tbe~ommittee are of the .view therefor a, that considering the 
contribution of the small sector to the industrial production and·to 
the national economy as a whole, the raw material requirements of ..... . . 
small scale industries deserve to be taken more seriously and given 
the highest priority and considered as a first charge on the availabi~ 
lity of such materials in the country consistent with the needs of 
other important and strategic sectors like puolic utilities, 
Defence, oil exploration etc. A public pronouncement of this appro
ach will create a sense of confidence and remove the psychology of 
scarcity which leads to inflation of demand. 

Reply of Government 

The Government is examining the implications of making the raw 
materials requirements of the small scale sector a first charge on 'the 
avaUabUity of such raw materials, subject to the needS of other im-
portant and strategic sectors like public utilities, defence, oil, explo
ration, etc. . 

[Ministry of Industry (Deptt. of ID) O.M. No.1 (26)/81-ICC 
dt. 15-1()...1981] 

Further reply of Government 

Gcvernment have given careful consideration to the recommend~ 
ation of the Committee that a public pronouncement be made by 
Government regarding preferential allocation of raw materials to 
1IIl811 scale sector along the lines suggested by the Committee. 

Shortage of raw materials is bound to remain as long as overall 
imbalance exists between demand and supply. In such a situation, 
Government policy has been directed to assigning appropriate priori
ties in alllocatioD. of materials to selected sectors of "roduction of 
importance to the economy including the small scale sector. This 
a~proach has been mane clear by Government in Parliament and 
o()utside as part of their commitment to assist the promotion of the-

80 
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small $Cale sector~ Thus. the small scale sect~r is_wt of the prio~ty 
~tor for aUo.cati!Jn and sUQply of iron ,and f$teel items; in fact it is 
included in category 'A' thereof. Similar priority is available to the 
sector in respect of importedgra'd~s of aluminium, tin plate material, 
etC.-- .:'fn'respectof other'ptaticular materials alS'O, Government 
attenipts, from time to ,time, evolving !policies keeping in mind the 
special needs of the small scale sector. 

It is also, relevent to point out that more then pOlicies relatmg to 
allocation, what matters is the efficient. discharge of a number of dis
~ing tasks leading to; greater physical availability of materials t? 
far-:-flung small,s~ale units. Gov~~ent is consistently trying to im
prove its performance in this field. In this background, Government 
~ that a public pronouncement. of the natyre indicated by the 
Committe~ mar not be necessary. 

[MinistriY"of Industry'(Deptt. ofID) O.M. No.1 (26)/81-ICC 
. dated 30th January, 1982J 

, ReCommendatioll (Sr. No. 19-Para No. 2.94) 
., '. 

The Committee take note of the feelings of the small scale sector '-
that the pr~ent practice, under whichlBfge units demand 100 per 
cent of adv~ce payment for /promised supplies is rather harsh. aut 
.they also feel that ~en so, it may not ~ practical in all cases to 
compel the large units to make supplies to small scale industries 
agaln$t paymellt of 1 per cept earnest money, as sugges~ed~ The 
Committee agree with the suggestion made by Secretary (Industry) 
that a suitable formula for payments should be evolved by discussion 
aIJlong banks, large scale units and small scale units and with their 

\ " ',' ... , ,',' , 

consent. The Committee' exPect the Ministry ot Industry to take 
tlJ,epromised, initiativ.e in the, matter and bring consensus on moda· 
lities of paymentr'among all concerned so as to bring relief to 
small sector. ' 

Reply «Governmeat 

Action on the views expressed before the Committee is beIng 
initiated. 

(Ministry of Industry (Deptt. of ID) O.M.No. 1 (26) 181-ICC 
dt. 15-10-1961] 

Further reply of Government 

The sugg~on fo'f evpI"4ng~L~ui~~~~ forroula has been exam!ned 
?n detail and it has been deci~dr tl;t~t the system of 100 per ~'*tt 
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a?v~mce payments' against promised supply' has to remain keeping in 
V'lew the cost of credit and in order to ensure proper utilisation of 
scarce raw materialB. ,. 

[Ministry of Industry (Depft. of ID) O.M. NG; 1 (26) 181-ICC 
.. - . dated 30th January, 1982] 

~ommendation (Sr. No. 2l-Para No. 3.22) ., 

From the Ministry's statement that "in some of the materials" 
the canalising agencies have 'been able to do away with the scar
city condition hithertO ptevailAng the conclusion lis obvious' that 
there are some materials which continue to be' scarce~The CO'm.
mittee 'find that while planning imports, . requirements of 55I 
units are kept in view; but the impOrted 'material is plaCed in a 
common pool and no quantity is earmar~ to be distributed to 
small· industries. . Snlall Industries, it is stated, are supplied 
according to their requirements from out of the common pool. 
The Committee see no reason why the quantum of imports made 
to meet the reqUirements of SSI units should not be earmarked 
for distribution to small industries. In the absence of such an 
earmarking, there is no guarantee that the imports m.ade in the name 
of SSt units, will actually reach them and will not go over to large 
sector. The Committee recommend that shortfalls of critical raw 
materials required by s~ll scare sector should be made good by 
timely imports and the imports made for small sector should not be 
diverted to any other Sector. 

Reply Oil Government 

The Government has taken note of the recommendation, which 
has been brought to the notice of all production MinistrieS. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1 (26) 181-ICC 
dt. 15-10-1981] 

Further reply of Government 
-, 

Imports of raw materials are organised. to meet the entire demand 
in the country, including that £rom the small scale sector. These are 
not made separately against the demand of the'srn'all scale and other 
sectors. -Wh.i.1e allocating the total available raw materials indi
genously. produced. and the imported ones, overall national interests 
tmd the needs (if priority sectOrs including the small industry ~tor, 
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are kept in view. No separate eannarking of raw materials is 
feaSible. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No:,1 (26)181-ICC dated 29th' January, 1982]. 

.ReColnm.encafion (Sr. No. ~ParaNo. 4.8) 

The Committee take note of the policy of the Government to en
courage State Small Industries Corporations to look after the pro
curement and distribution of scarce categories of raw materials to 
smau sCale sector at the State level So that ultimately the Corporations 
becom.e the oIily 'agency of procurement and distribution of raw 
materials to the small Scale units. Certain non-officiaI circles' feel 
that the SSICs neither have the knowledge nor the experience to 
handle procurement and distribution of Jaw materials. A nqn~offi
cial organisation has, however, stated th,at it has no objection to 
channelise raw materials through State Industries Corporations pro
vided they 'are made aCCountable for their performance in this field 
to some central organisation which should also coordinate and moni
tor their operations. In the Cottlmittee's opinion channelisation of 
scarce raw nmtetials through State Industries CorporatioHsis"on
eXCeptionable 'on principle. But this, experiment can bea suecessOnly 
if the SSICs acqUire the~ neCessary expertise, motivation 'and re
~Urces to discharge this responsibility efficiently and economicaily. 
'!be Committee would urge that the Ministry of IndUstry should trot 
only see' that the SSICs are propetry' equipped to handle this com
mercial operation in a business;.like nmmier' but also evolve a pattern . 
of organisational arrangement to monitorAnd 'cOordinate'their wi>rk~ 
ing With a view to ensuring equitable and efficient tiinely distribu
tion of raw materials to small scale sector and applying correctives 
Whenever and wherever'found necessary. 

Reply of Gove~ent 

The recommendation has been brought to the notice of the State 
Governments who control the corporations. 

[Min. Of ;Ind. (Deptt.of I.D.) O.M. No. 1(26) lSi-ICC 
. dt. 15-10-81] 

Further'reply of Govermaent' 

The recommendation of the Committee has been brought to the 
notice of the State Governments who control the SSICs. 
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The Ministry of Industry ~ainta.in,s _ close liaison with the apex 

body' of the SSlCsknowri as 'COSIer [or making the serviceS of :the 
8S1Cs more effective. . ., .' 

The Department of .Administrative Reforms, Ministry of Home 
Affairs has also gone into the working of the SSICs in so far as the 
distribution of steel materials is concerned and have made recom
mendations for efficient diStribution of steel materials through' the 
SSICs. These are under consideration of Ministry of Steel for tm-
plementation. 

It may be re-iterated that the Central Government has no direct 
control9vj!r the fun.ctioning of.,' tl1ese Sta~ Government agencies. 
HoWever Central Government will continue with its efforts to per-
suade -the State Governments in this regard. ' 

[Ministry of Industry (Department Of Industrial Development) 
, .- O.M. NO.1 (26)/81-ICC dated 30th January, 1~1 

. , ~ 

Recommendation (Sr. No. 38-Para No. 4.41) 

It has been a~tted by the Ministry that Small Industry Col,"'-

pora.tions do suffer from paucity of funds to some extent and in~ost 
~tes. the Small Indus:t;yCorporations do not seem to have ac9.~ 
the .necessary expertise to use Government funds as margin money 
to raise credit from commercial banks. The Committee are surpris~ 
at the stand taken by the Ministry of Industry that it would be di$
cult for the Government of India. ,to advjse *~ Sm'all Industry Cor
porations as to the manner of regulating their funds because they are 
State bodies registered llnd~ Companies Act but they would be pre-
pared to take action to augment the funds of the Corporation!! which 
are suftering from paucitv of funds. In the Committee's view it.58 
too legalistic a view., Th; Committee would suggest th'at while pro$ 
viding funds to the SIDCs the Ministry of the Industry have every 
right to advice them about the steps necessary to improve the mana· 
gement of their funds including 'the need to induct better financial 
and managerial expertise into the Corporations. The Committee -re' 
commend that this should be done. 

Reply Of Government 

The recommendation is being examined in consultation with f;l.1e 
Planning Commission and Ministry of Finance. 

[Ministry of Industry (Deptt. of ID) O.M. No.1 (26)/81-ICC 
t dt. 15-10-1981] 



Further reply o~. ~vernm_t 

-The·reconunendation of the Estimates Committee has been exa
·.mined and it is" felt,thatit may be difficult to im~ement the sugges-
1ions of the Committee for the following reasons:-.:..'· -

1. State Small Industries Corporations are registered as Com
panies under the Companies Act and there was no formal 
Act of Parliament or any such like directive from the 
Centre about the formation of these Corporations; 

2. On their Board of Directors, besides the 'Chairman, Secre
tary of the State Industries Department, Director of m.-
dustriE!\S and Managing Director of the Corporation, are 
taken as members. In certaIn States, the Chainmmship 
of the Corporation is being manned by nominating a local 
MLA who is taken as non-official .. ,membEir; .. 

3. The equity of the State Small Industries Corporations is 
lubscribed totally by the State Governments except in the 
case of Gujarat where even some Of the small scalelndu
strialists are having equity participation. The Minisq-y 
of Industry does not give any grant/aid to the S.S.I.Cs. 
except whatever they might be getting by way of alloca
tionsunderthe State Five Year ·Plans.' ' 

The State Governments will, however, be advised to keep a close 
watch on the functioning of tl1ese corporations. A review of the 
functioning of these CorporatioM will also be made at the time 
of Annual Plan discussions of States. 

,.-
[Ministry of Industry (Deptt;, of ,Industrial Development) 

O. M. No,.l(26)/~,1-ICC dated the 17th March, 1982]. 

~eDdatioD (Sr. No. ~ifa:r~ No. 6.81) .. ' 

The Ministry claimed that "during 1979~ business worth about, 
Rs. 33 crores was generated through the help of sub-contracting ex
changes~'. This claim was challenged bynon-:<>fticial organisations. 
When it was brought to the Ministry's notice, the Ministry explained 
that the figure of bUSiness generated through sub-contracting ex
changes is only an indicator of "promotional contracts" developed by 
them; the 'actu~J figures of the business generated through the con
tacts promoted by these exchanges would be "difficult to compile". 
From the subsequent explanation of the Ministry, it is obvious that 
the original claim of generating business worth Rs. 33 crores through 
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these exchanges was without. any basis ~d irr.esponsible. It amoun
ted to giving misleading information to the Committee which the 
Committee cann~t too strongly cond~. ~y would like the mat
ter to be investigated and the:outcome of the investigation communi-
cated to the Committee. within six months. . 

. :Reply of Government 

Tlie ~vernment has taken note of this recommendation. Fur-
ther enquiries were made by the DC (SSI) with the SISIs regarding 
the business generated through the Sub-contracting Exchanges. The 
Exchanges have clarified that b\lsiness contracts were generated and 
promoted though personal visits~ telephone calls, letters etc., as well 
as through Buyer-8eller Meets, Exhibitions,' Seminars etc. In a 
number of cases, the units introduced by the Exchanges received 
repeat orders. The figure of &'" 33 crores reflected purchases made 
by Government Departments, DGS&D, Public Sector and Private 
Sector Undertakings, etc. in which the Exchangas had a specific role 
and about which. the Exchang~ could gather information from various 
sources. However in. a number of cases, there was no feed-back. 
about.the actual quantum of business generated after the Exchanges 
provided the contract information to SS units. This was more so in 
c~ where units got repeat orders Qn the EJechange. Since there 
was no statutory obligation on the purchasing organisations and the 
suppliers to reveal the extent of business transactions to the Ex-
changes, 'information had to be collected from different sources and 
that is the main difficulty in providinglcompiling the 1&ial figures 
of business generated~ A reference was made to this operational 
problem during evidence before the Committee. Therefore, it can 
be appreciated that no false claim has been made and there was no 
intention of giving misleading information' to the Committee. How
ever, the Exchanges have' been asked to follow-up the contacts pro
vided by them to the maximum extent possible. 

[Mini. of Industry (Deptt. of I.D. O.M. No. 1(26)\81-ICC. 
Dt. 15-10-81.] 

Recommendation (Sr. No. 94-Para No. 7.84) 

The Committee take note of the· apprehensions of the small scale 
sector' :about State Governments setting up !industrial units for prO-:' 
duction of 'reservedJ items. They also take note of the position ex
plained by the Ministry that no State Corporation has set up any 
unit to produce reserved' item after . <reservation' had been made,. 
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though requests from some State Governments ·have been received 
to set up production capacity in certain lines reserved for small 
scale sector where no initiatives were fortkoming from small 
scale units. The Committee agree' that State Governments should 
not be barred from setting up pr04.~ct,i.on capacity in 'reserved' items 
if no small scale. ent~eprene.ur cozp,es ~~rward to set up industrial 
units in those lineS. 

aeJ»ly of Government 

The recommendation of the Committee is bejng examined. 

[Min. of Ind. (Deptt. of LD.) O.M. No. 1 (26) /SI-ICC 
dt. 15-10-81.] 

Further reply of Govel'DDlellt 

The suggestion Qf the Estimates Committee, if a~cep~, would 
mean allowing State Governments.tQ set up units in reserved areas 
which would amou~t to a' -reversal' of the reservation poli~ as the 
small scale units 'would not be 'in a poSi~pn to compete wi~ them. 
The 'res~rVation' policy aims at encouraging small scale units aloQ,e 
an4. in c4se it is found that no small scale entrepreneUr ha~ come 
forward to set up industrial units in any of th:ereserved lmes, then 
the better' 'course would be to dereserve the' item for the sake of 
h~althy competition rather than encoUfage State Government units 
alone to come up in these .areas, . 

• 

[Ministry of' Industry (Deptt. of Industrial' Development) 
O.M. No.1 (26)/81-ICC dated the 17th March, 1982T 

.,'" 



.. CHAPTER IV ..... ~ 

RECOMMENDATIONS' IN REsPEcT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT'BEEN ACCEPl'ED BY THE 

COMMITl'EE 
. ~,/. ...' 

Reeo~endation (Sr. No. ~P8ra N~. 3.64) 

When 8ll3' material is imported as a c~sed Jtem, its price is 
fixed either under the system of fixation of prices of can'alised items 
by pricing Committee headed by Chief Controller of Imports & Ex ... 
ports or under the formula.regeding pooling up of prices of impor
ted. and indigenous materials. Where the price differential between 
the landed cost of the imported material and the indigenous mate
lial is substantially wide, the released price of the can'alised item. is 
marked up in order to mop up excessive profit and to keep a parity 
between local and imported pnces: In certain cases . where even 
after the adjustment of import duty, the price of imported material 
is found to be more than the indigenous price('the total costs of indi
gEmous 'and imported m'aterial are pooled together to arrive at a new 
price-the pooled price-whiCil is higher than the indigenous price 
'(though lower than landed"cost). In other words uilder -!this 'system 
either the prices of imported material are marked up or those' of 
indigenous mat~rial come to be raised. The end result is that in 
either case the ~l scale units r(as also other units) have to pay 
higher prices and are the losers. The Committee do not think this 
is an ideal system, especially for the small scale sector whose capa
city to pay higher prices is 1imi~ed. In the Committee's view there 
is need for are . view of (the system of fiXing prices of canalised items 
and pooling up of prices. The aim should be not to make any gain 
either for the Government or for the price equalisation funil The 
Committee hope that this matter would receive a dispassionate 

consideration. 

Reply of Government 

The recommendation is being examined in consultation with the 
Ministry of Commerce (and the CCI&E). 

[Min. of Ind. (Deptt., of LD.) O.M. No.1 (26) /81 ICC 
dt. 15-10-31.] 
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Further reply of Govel'JlDleDt 

In fixing the selling price of canalised materials, tnt: Pricing 
~ommittee takes into account the landed cost, the incidental char
ges to be incorporated by the canalising agency and its service 
charge. There have been cases in which, apart from the above ele
ments, the price is further raised with a view to mopping 'Up the 
difference between the landed cost and the domestic price. The 
price thus fixed is the same for large scale as for small scale units. 
Moreover, this system is applied only in exceptional cases where it 
is considered necessary in public interest. 

In respect of certain items, there is a system o'f "pooled" price, 
such as drugs. In respect of these items, the "pooled" prices is evolved
having regard to the substantial difference between the landed cost 
of the imported material and sale price of the indigenous material 

-of comparable quality and specifications. In the case of drugs, the 
pooled prices are determined under the drug control regulations. 
In such cases, it will not be advisable to have two prices one for 
the imported materials and the other for similar indigenous mate
rial. 

:{Ministry of Industry (Deptt. of Industrial Development O.M. 
No.1 (26) 181-ICC dated the 17th March, 1982] 

Recommendation (Sr. No. 29-Para No. 3.65) 

It has been represented to the Committee that the service char
ges of canalising agencies are very high ranging from five to ten 
per cent and these go upto 30 per cent in some cases. This allega
tion has, however been denied by the Ministry which have inform
oed the Committee that the service charges o'f the canalising agency 
v.ary from 1 to 5 per cent. This appears to be a case of' communi
cation gap between the small scale units and the canalising agen
cies. The Committee recommend that, on the one hand, the Minis
try of Industry should satisfy themselves that the service charges 
of the canalising agencies are actually what they say these are i.e. 
(1 to 5 per cent) and that they do not levy any additional charge 
on account of service expenses under any other name and on the 
-other hand, they should impress upon the canalising agencies that 
there is need for the small scale units and their representative or
ganisations to be taken into confidence in regard to the exact 
. quantum of service charges levied by the canalising agencies so that 
they don't labour under any misullderstanding on this account. 

-,-697 LS-7 
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Reply of Government 

. 'The recommendation has been brought to the notice of th~ 
Ministry of Commerce (and the' CCI&:E) for examination ill con
sultation with the concerned canalising agencies. 

[Ministry of Industry (Deptt. of Industrial DeVelopment O. M. 
No.1 (26) 181 ICC dt. 15-10-81] 

Further reply of Qovernment 

The element Of service charge of the canalising agency is a part 
.of the overall fixed selling price. Service charge is not separately 
recovered from Actual Users by the canalising agency. As a mat
ter oCgeneral policy~ Govefl1,ment keeps in view that the service 
charge accruing to the canalising agencies is reasonable. The cana'
lising agencies will, however, be advised to refer to the Monitoring 
Committee for consideration of any complaints they might re
ceive with regard to the unreasonableness of the service charge. 

[Ministry of Industry (Deptt. of Industrial Development O. M. 
No. 1(26) 181-ICC dated the 17th March, 1982] 

. - Recommendation (Sr. No. ~Para No. 4.79) 

This was the position obtaining in 1973-74 i.e. seven years age. 
The Committee feel that a fresh survey is now overdue and should 
betaken up to firid out the magnitude of this problems as it pre
vails today, as only then can they take more effective measures to 
protect the interests of genuine small scale units. 

Reply of Government 

Government has taken note of the recommendation. 

[Ministry of Industry (Deptt. of Industrial Development O. M .. 
No. 1 (26) 181 ICC dt. 15-10-81] 

Fur~er reply of Government 

Now that almost all districts have DICs. individual small scale 
units are accessible to inspection every year. The states have been 
advised to take steps through inspections to eliminate bogus units. 
As such, a fresh survey to detect the presence of bogus units is not 
considered necessary. 

[Ministry of Industry (Deptt. of Industrial Development O. M. 
No. 1 (26) I 81-ICC dated 29th January, 1982] 
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Recommendation (Sr. No. 55-Para No.· 4.1OO) 

The Committee cannot appreciate how the office of DC(SSI) can 
be said to be performing a "useful coordinating role" if the State 
agencies charged with the responsibility of looking after the interests 
of Small Scale Sector in various States have themselves to go round 
the country, knocking at the doors of Central agencies, one after 
the other, in search of raw materials and solutions to their problems. 
The Committee strongly feel the need of an inter-ministerial execu
tive body at the Centre as suggested by the State Government and 
conceded by the Ministry of Industry, to act as a nodal agency with 
an effective voice in matter's concerning production import, alloca
tion and transportation of raw materials, whom alone the State 
agencies may have to approach with the problems of Small Scale 
Sector for an effective solution. The Committee would suggest that 
a nodal agency on these lines should be set up at the Centre at the 
earlies. 

Reply of Government 

The Government has taken note of the recommendation. Action 
to study/review the role of the DC, SSI etc. is peing initiated. 

[Ministry of Industry (Deptt. of I. D.) O. M. No.1 (26) 181-ICC 
. dated the 15th October, 1981] . 

Further reply 01 Government 

Setting up of a single norlal agency for allocation of raw materials 
to small scale units all over the country is, at present, not considered 
feasible, specially in view of the fact that even registration of small 
scale units is not compulsory under the law. The present system 
of consultation ad advisory role .,erformed 'by the DC, SSI and the 
efforts made by the State Corporations would result in eliminatIng 
difficulties wherever faced. Beyond this, further responsibility of 
centralising the distribution functions on a single agency is not con
sidered feasible. However, the distribution of raw materials is 
revieweel fro mtime to time in inter ministerial meetings. 

[Ministry of Industry (Deptt. of ID) O.M. No. 1('26) lSI-ICC 
No. ('26) IS-ICC dated 29th January, 1982]. 

Recommendation (Sr. No. 93-Para No. 1.33) 

The Committee are informed by the Ministry that captive capacity 
for manufacture of 'reserved' items by large unit1:.s has been allowed 
by the Government. For example, vanae,pti oil manufacturers have 
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been allowed to manufacture tin containers-a 'reserved' item-which 
earlier the large units used to purchase from small scale sector. The 
Committee do not agree wilt,h this policy. This amounts to denial 
of benefit of reservation policy to small scale sector. In fact, it is in 
such fields that ancillarisation has a rol~ to play. The Committee 
woud like the Government to re-examine this matter with a view to 
withdrawing captive capacity in large/memum units for manufacture 
of 'reserved' item. 

Reply of Government 

According to EJcplanations (1) and (2) given below the First 
Schedule to the Industries (Development & Regulation) Act, 1951 
(extract reproduced below) the industrial undertakings licensed 
under certain specified heading the F-irst Schedule, which mainly 
relate to Engg. and Chemical fielcls, are allowed to manufacture com
ponents, parts and accessories and intermediates for captive use only 
(even where the items are reserved for small scale). 

Explanation I.-The articles S?ecified under each of the heading 
Nos. 3, 4, 5, 6, 7, 8, 10, 11, and 13 shall include their com
ponent parts and accessories. 

Explanation 2.-The articles specified under each of the heading 
Nos. 18, 19, 21 and 22 shall include the intermemates re
quired for their manufacture. 

The question whether Explanations (1) and (2) need any reVISIon 
wili be considered as a part of the exercise regarding cOrIlQrehensive 
review of possible amendments to the Act. 

[Min. of Industry (Deptt. of ID) O.M. No. 1 (26)"/81-ICC 
dt. 15-10-81] 

. Further reply of Government 

According to the existing provisions of the IDR Act, industrial 
undertakings licensed under certain specifiecl headings of the first 
Schedule which mainly relate to Engineering and Chemical fields are 
allowed to manufacture components, Qarts and accessories ana inter
mediates for captive use. As the manufacture of components, parts 
etc. is permitted only for purpose of internal consurIlQtion of the 
licensed items, and no commercial sale of these parts, components 
etc. is permissible, their production by the licensed units does not· 
come into cOIllQetition with the proclucts of small scale units. 

rn tinistry of Industrl (Deptt. of Industrial Development) O.M. 
No.1 (26) 181-ICC, dated the 17th March, 1982] 
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Recommendation (Sr. No. §.-Para Nos. 8.43 & 8.44) 

8.43 The Committee are informed that, with a view to encouraging 
small scale units for larger participation in Government purchases, 
379 items of stores have been set apart for exclusive purchase from 
the small scale sector,.l1 items for exclusive Qurchase from this sec
tor to the extent of 75 per cent of the requirements and 15 per cent 
items to the extent of 50 per cent. The Committee find that as against 
Small Scale Sector's contribution of 32 per cent to the national pro
duct in 1979-80, this sector's share in value of purchases made by 
DGS&D for Government Department was only 12.62 Qer cent. In 
fact the percentage share has declined to this level from 13.56 per 
cent in 1977-78. Giving qualitative analysis of the Government pur
chases Secretary (Industry) stated that, if the items which were not 
produced in the small sector were exclucled, the percentage of pur
chases from small scale sector would come to 41 Qer cent and not 
12 per cent. This analysis too shows that of the goods, which were 
available for purchase from small sector, only 41 per cent were 
actually purchased from this sector. 

8.44 The Committee feel that instead of getting consolation from 
qualitative analysis of purchases from small scale sector, the correct 
approach would be to determine the OQtimum range and quantity of 
goods which the Government can buy from small scale sector and 
then to buy them from this sector and not from large sector. The 
Committee would like the Ministry of Industry to make such a study 
in cooperation with DGS&D aoci persuade the purchasing agencies at 
the Centre and the States to adopt this apQroach in all their pur
chases. 

Reply of Government 

The Government has taken note of this recommendation and also 
brought it to the notice of the DGS&D for their comments. 

[Min. of Industry (Deptt. of ID) O.M. No.1 (26) 18I-ICC 
dt. 15-10-81] 

Further reply of Govemme.nt 

The Recommendation of the Estimates Committee was brought to· 
tlie notice of the DGS&D whose comments are reproduced below:-

The purehase procedure in vogue is devised with a view to encour
age Qrocurement of stores from the small scale sector to the maxi
mum extent possible. Depending upon the production and supply 
c;apability of the small scale sector, items are reserved either exclu-



sively a partially :for purchase trom this sector. The Standing Review 
Committee c9!lstituted in the Department of Supply reviews the lists 
of reservec1 items constantly and lists of reserved items constantly 
and enlargement is made as and when production and supply capa
bility of 5mall scale sector warrant reservation. It may be mentioned 
that during the period of nearly two years of its existence the Com
mniee have recommended over 140 items for exclusi~e Qurchase from 
sma~ scale sector. There at present 384 items reserved for exclusive 
purchase from small scale sector aila 15 and 11 items respectively 
for purchase of 50 per cent ana 75 per cent of the requirements. As 
the Committee reviews the three lists of purchases Qreference conti
nuously more and mQr'""e items are likely to beincluden tn these lists 
and the share of small: scale sector in the total Government purchases 
will go up further. 

The Ministry of Industry is represented on the Standing Review 
Committee and it will endeavour to maximise .the purchases from 
the Small Scale Sector subject, of course, to the economics and pricing 
policies -of Ipurchasing agencies of the Government. 

[Ministry of Industry -(Deptt. of Industrial Development) O. M. 
No. 1 (26) IS1-ICC, dated the 17th March, 1982] 

Recommendation (Sr. No. 106 Para No. 9.32) 

The Committee areinforrned that elaborate lesting facilities are 
required before introducing, standardisation of the products of small 
scale sector,but, at present testing facilities are not ar\equate nor 
within easy reach of the small scale units. lIn this context the pro
posal to set up 50 Field Testing Stations during Sixth Plan is not 
only very timely but if impleII)ented judiciously, can also fill the 
gar,Js in testing faciUties in various regions. The Committee recom
mended that these Field Testing Stations should be so located that 
relevant testing facilities become available to clusters of small scale 
units in all parts of the country at their door stees. In this process, 
the needs of less develop.ed areas should be given due consideration. 

Reply of Government 

At the instance of the Ministry of Inc\ustry, the Planning com
mission had agreed to make a provision of Rs. 250 lakhs in the Sixth 
Plan for setting up new Testing Centres for the benefit ()f small scale 
industries. A detailed Qroposal had also been formulated by this 
Ministry for the setting up ~ 50 such Centres during the Sixth Plan 
period. The Ministry of Finance have, however, proposed that cen
hal participation towards setting up of such centres 8liQuId be con-
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fined to model schemes and centres to demonstrate to states ann the 
Industry the usefulness of such units; Accordingly, one centre in 
~ach State could be set UQ. The Ministry of Finance have also sug
gested that in case the state Governments come up with proposals 
for setting up of additional units on their own, the DC (S8I) could 
extend technical help required for the purpose. The Qerformance 
of these new centres would be reviewed after a period of two years, 
before the setting up any further centres ·is consirlered. 

[Min. of Industry (Deptt. of ID) O.M. No. 1 (26) IS1-ICC 
dt. 15-10-81] 
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I CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
ARE STILL AWAITED 

Recommendation (Sr. No. 24-Para Nos. 3.36 to 3.39 

3.36 The Committee are informed that by and large there is no 
delay in supply of materal to small scale units by, STC and M~TC 

~ after the money has been paid by the customers except in rare cir
cumstances due to reasons beyond anybody's control. 

3.37 As regards steel, however, the Committee find that a case 
might Occur where delivery order is issued for some material which 
was available at that time in the stockyard but the party does not 
turn up to lift it. In the meantime fresh arrivals of the materials 
are piled on top of the old material. The delivary in such. a case is 
delayed. 

3.38 The Committee agree with the Secretary's (Industry) sug
gestion for introducing a two-way mechanism under which if the 
material is ready for delivery but the delivery is not taken, a certain 
surcharge should be levied for the added inventory cost; and if full 
money has been taken and delivery note given but the delivery is 
not given on the day the person comes for taking delivery, then the 
customer should be compensated for the interest loss. The mechan
ism would discourage delays not only on the part of sut;?pliers but 
also on the part of customers. 

3.39 The Committee would like the Ministry of IndUstry to process 
this suggestion and apprise them of the outcome. 

Reply of Government 

The suggestion has been brought to the notice of the Ministry of 
Steel and other production Ministries for their consideration. 

[Min. of Industry (Deptt. of ID) O.M. No. 1 (26) /81-ICC
dt. 15-10-81] 

Further reply of Government 

The suggestion has been brought to the notice of the MinIstry of 
Steel & Mines to work out a suitable methodology with the organisa
tion concerned. Ministry of Steel have considerer\ the proposal and 
communicated that it needs closer examination to iron out the pro-

96 
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blems to give it a practical shape. The suggestion is accordingly 
under consideration in the Ministry of Steel. 

[Ministry of Industry (Deptt. of Industrial Development) O.M. 
No.1 (26) 181-ICC dated 30th January, 1982J 

Recommendation (Sr. No. 72-Para 6.73) 

The Committee are informed that a panel set up by DCSSI have
outlined a strategy for ancillary development and their recommenda
tions are to be consinered by tl1e SSI Board shortly. The Coriunittee 
would like this exercise to be completed early and the plan of action 
to implement the strategy drawn up without delay and implemented 
in earnestl1'ess. 

Reply of Government 

The observation of the Committee has been noted. The SSI Board" 
at Its meeting held in Ju]y, 1981, decided to set up a Standing Com
mittee to consider inter alia the report of the sub-Committee on 
ancillary development. 

[Min. of Industry (Deptt. of ID) O.M. No. 1(26) 181-ICC' 
dt. 15-10-81J 

Further reply of Government 

The Standing Committee set up by the SSI Board had its first 
meeting on the 24th October, 1981. The report of the Sub-Commit
tee on Aneillary Development of the earlier SST Board as well as 
the Report of the Strategy Committee set up by the DCSS! could 
not be taken up for consideration in the above meeting. However, 
in the first meeting of the Standing Committee of the S.S.I. Board, 
it was decided that the Standing Committee will be having a 
·special meeting only to consider the entir~ subject of 1lf1cillary 
development having due regard to the recommendations of the 
Committee set up by the previous Board. Necessary action would 
be initiated as soon as the Standing Committee has taken a view. 
Further more the programme of ancillary development is a conti
nuous scheme and the views of the Estimates Committee will 
always be kept in view by implementing the various schemes on· 
ancillary development. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1(26)/81-ICC dated 30th January, 1982]. 

Recommendations (Sr. No. 8O-Pal'8 No. Ai.59) 

The Committee are of the opinion that the procedure followed by 
DGS&D in the matter of purchases for Government departments: 
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.s an ideal procedure under which 95 per cent of the payment is 
made on proof of despatch of goods and .remaining 5 per cent on 
acceptance of goods by the consignee. The Committee would like 
the Ministry to explore the feasibility of evolving a similar payment 
procedure t9 be followed by large and medium undertakings in 
private and public sector in respect of goods supplied to them by 
small scale sector. 

Reply of Government 

The Ministry of Industry is examining this recommendation. 

{Ministry of Industry (Department of Industrial Development) 
9.M. No. 1 (26) 181-ICC dated 15-10-19'81]. 

Further reply of Government 

"The reconstituted Small Scale Industries Board, through a Work
king Group, is considering a frame-worlt of a Legislation for Small 
Scale Sector. One of the important aspects to be considered in the 
le~slation Vlill be the matter of prompt payments to the Small Scale 
suppliers. Government await the final recommendations of the 
Small Scale Industries Board. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26)/Sl-ICC dated the 15th March, 1982]. 

Recommendation (Sr. No. 81-Para ~o. 6.60) 

The Comtnittee are aware that in the absence of any mandatory 
or regulatory support to enforce prompt payments, the efforts of the 
Ministry CB,1l only be persuasiv& and the outcome not certain in all 
~ases. The Committee are of the positive view that any scheme to 
be successful in this field will have to be backed up by statutory 
power of intervention either by Government or by banks on whom 
the large and medium undertakings depend for their working capital 
and the like. If the small scale sector has to be helped out of finan
cial problems created by large and medium undertakings, the sooner 
a suitable le9islation is enacted, the better it would be. 

Reply of Government 

The question of enacting comprehensive legislation in respect of 
5mall scale industries is under the examination of the Standing Com
mitt~ of the SSI Board, whose recommendations are awaited by the 
Government. 

[Ministry of Industry (Department of Industrial Development) 
OM. No.1 (26) lSI-ICC aaled 15-10-1981]. 
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Further reply of Government 

The legislative measures as recommended by the Bhatt Commit
tee aI:e still under the active consideration of the Government who 
await to considered recommendations of the reconstituted SS! Board. 
At its meeting held on 9th July, 1981, the SS! Board have remitted 
the matter to its Standing Committee which inter-aLia has seen 
asked to consider the various aspects relating to legislation for small 
scale'industries and report to the Board, The Standing Committee 
has set up a Working Group to up-date the data on various aspects 
of the Bhatt Committee proposals in the context of the growth of 
small scale industries during the recent past. The Working Group 
is expected .to submit its report shortly. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) JSI-ICC dated 15-10-1981]. 

Recommendation (Sr. No. 8~Para No. 6.61) 

The Committee are informed that a number of bodies including 
the Bhatt Committee on Drafting Legislation for Small Scale Indus
tries have IV-ar;ie certain recommendations to solve the problem of 
delayed payment::. but it appears that the problem has not been 
solved sati&!actorily so far. The Committee find that there is no 
dearth of ideas to attack this problem; what is missing is conclusive 
action and .regular monitoring of the effectiveness of the measures 
introduced from time to time. The Committee would like the Min-
istry to examine- critically all the idea thrown up by the _ variOJlS 
bodies and evolve a multi-pronged approach to tackle this problem 
effectively without any further delay. The Committee would like 
to be apprised of the packet of proposals which the Ministry would 
like to implement in this regard 

Reply of Government 

Government has taken note of the recommendation. The Min
istry of Industry is examining the suggestion. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No.1 (26) JSI-ICC dated 15-10-1981]. 

Further reply of GovertUDent 

It is proposed to· take care of the question of delayed payments 
to small scale units in the proposed legislation for protection of 
small scale industries~ or which Government await the recommen
dations of the reconstituted SSI Board 

[Ministry of Industry (Department of Industrial Development) 
,O.M. No. 1(26)/81-ICC dated the 17 March, 1982]. 
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Recommendation (Sr. No. S3-Para No. 6.62) 

Certain guideHnes have been issued to Public Sector Under~ 
takings for enforcing prompt payment to small scale industries. 

; According to ~hese gitidelines cases of delays have to be regularly 
placed before Board of Directors at their meeting and minutes of 
such meetings communicated, among others to BPE; DCSSI, SISr 
and State Directors of Industries. No such minutes have been 
received from public sector undertakings by the DCSS!. The Com
mittee do not agree with the DCSSI that in the .1ilbsence of any 
communication from public sector lPldertakings in this regard he 
could presume that there had been no case of delay in payment by 
public undertakings. The Committee would like the Ministry of 
Industry to arrange to make case studies of purchases made from 
small scale sector by public sector undertakings, say, during 1980, 
and see whether payments therefor were made within the prescrib
ed period. The Committee would expect the Min~try to take 
effective measures in the light of the studies. 

Reply of Government 

The matter was taken up by the BPE in the first instance with 
public enterprises generally and even though the response received 
so far in regard to payments do not indicate an unsatisfactory 
position, it has been decided to pursue the recommendation con
cerning case studies on the basis of 1980-81 purchases. The Inter
Departmental Committee going into three selected units, viz. Ins ... 
trumentation Ltd. Kota, BHEL, Hardwar, and HMT, Pinjore. has 
been requested to look into this aspect also. The question of con
ducting further case studies, and the format thereof would be 
decided on the basis of the reports of the case studies already 
under way. 

[Ministry of Industry (Department of Industrial Development) 
O. M. No.1 (26) 181-ICC dated 15th October, 1981]. 

Further reply of Government 

In addition to the fact that the BPE have alread'y addressed the 
Public Sector Enterprises in the matter of makiI}g prompt payment 
to the small scale/ancillary units in the light of the recommenda
tions of the Committee, the Officers of the DCSSI have also been 
emphasising this point during their discussions with the Public 
Sector Enterprises in various States. For the purpose, meetings 
have been organised with the Pu.blic Sector Undertakings in 
Hyderabad, Madras and Bangalore and Jaipur where the need for· 
adhering to the guidelines in respect of prompt payment to small. 
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-:scale industrie.:; was emphasised_ The Inter-departmental Team 
.~ompri6ing of the representatives from the DCSSI, the BPE and the 
_Ministry of Industry which recently visited the HMT Pinjore had 
also emphasised the need for prompt payments within a specified 
time limit to the small scale units. The HMT Pinjore has reported 
that they are making 95 per cent of the payment against despatch 
documents and the balance 5 per cent after receipt and accountal of 
the materials and subsequent clearance of the Stores Receipt 
Voucher. They have assured the Team that payments are being 
made promptly to the small scale and ancillary units as far as possi
ble. The Inter-departmental Teams, during their proposed visits to 
Instrumentation Ltd., Kota and BHEL Hardwar, will also go into 
the question of payments by these Undertakings to small scale 
units during ]980-81. If necessary, effective measures would be 

-taken by the Ministry to ensure prompt payments to small scale! 
.ancillary units in line with the BPE guidelines in the light of the 
studies by the Inter-departmental Team. . 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. l(26)/81-ICC dated 30th January, 1982]. 

Recommendation (Sr. No. 90-Para Nos. 7.27 & 7.28) 

7.27 In pursuance of Government policy to produce in small 
'Scale sector whatever can be so produc~d, 834 products have been 
reserved for exclusive production in small scale sector. In the case 
-of large units producing such items prior to the date of reservation, 
-capacity of such units was frozen as on the date of reservation 
according to a prescribed formula. No new licence or expansion has 
been permitted thereafter. In other words, though products have 
been reserved for exclusive production in small sector, in actual 
practice, the 'reservation' did not give them any immediate ad
vantage as large sector was allowed to continue production at the 
-small level as on the date of reservation and thus prevent the small 
scale sector from increasing production to meet the then existing 
market demand; this approach, at best, gave them a prospect of 
increasing production of those items to meet the future growth in 
.demand. 

7.28 The Committee think the reservation policy as now followed 
would not do small scale sector much good in the immediate future 
unless the production of reserved products in large sector is reduc
ed especially in areas where such tecbnology is not needed. The 
Committee are aware of the legal hurdles in this respect but these 
will have to be overcome if reservation policy has to be made a 
success. The Committee would like the Government to examine 
this matter with a view to arming themselves with powers to tilt 
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decisively the production balance in favour ot small scale sector, 
wherever possible, keeping in mind the capacity and quality of 
production in small scale sector vis-a-vis the demand. 

Reply of Government 

The Government is examining this recommendation. 

[Ministry of Ind'ustry (Department of Industrial Development) 
O.M. No. 1 (26) IBI-ICC dated l~lO-1981]. 

Further reply of Government 

Government have taken note of the observation of the Esti

mates Committee. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1(26)/81-ICC dated the 17 March, 1982]. 

Recommendation (Sr. No. 97-Para No. 8.46) 

The Committee would like information under these heads for the 
years 1979-80 and 1980-81 to be furnished to them for their perusal. 

Reply of Government 

The DC, 551 has been asked to collect the necessary information 
for being furnished to the Committee. 

[Min. of Ind. (Dept. of ID) O. M. No.1 (26) lSI-ICC dt. 1~10-81] 

Further reply of Govermnent 

The various Departments of the Central Government and the 
State Governments have been requestd to furnish the requisite in
formation. Most of the Departments of Central Government have 
written to their attached and subordinate offices to collect the neces
sary information. The· requirecl information has not yet been 
received. These Departments have been reminded to send the in
formation. The information when received will be passed on to the 
Estimates Committee. 

[Ministry of Industry (Deptt. of Industrial Development) O.M. 
No.1 (26) lSI-ICC, dated the 17th March, 1982]. 



Recommendation (Sr. No. 10l-Para No. 8.51 & 8.52 

8.51 The items not included in the list of items for exclusive or 
preferential ~urchase but included in the list of items reserved for 
proo.uction in small scale sector are given price preference upto 15 
per cent. The Committee regret to note that there is at present no 
system to monitor the ~rice preference programme effectively and 
there is no regular and systematic flow of information regarding 
price preference accorded by purchasing organisations at the Central 
and state levels. 

8.52 The Committee were disappointed to learn that durnig 1978-
79, when items worth about Rs. 114 crores were purchased by 
DGS&D from Small Scale Sector, price preference· accorded by 
DGS&D to this sector worked out to a little more than Rs. 1 lakh 
and in first nine months of 1979-80, it was merely Rs. 31,000. From 
this it ap?ears that price preference is perhaps no more than. 11nyth. 
The Committee would urge that the Ministry should undertake a 
study into the working of price preference policy at Central ano. 
State levels and. take measures to implement it effectively. The 
Cpmmittee would like to be apprised of the outcome of the study and 
the follow-l'~ action taken in this regard. 

Reply of Government 

The Government has taken note of the recommendation. The 
DC (SSI) is taking action to examine the suggestion. 

[Ministry of Industry (Department of Industrial Development) 
O.M. No. 1 (26) 181-ICC dated 15-10-1981] .. 

Further rep~y of Government 

~1 It has been decided to review the policy as a whole and : take 
" action so as to make implementation of the price preference policy 

more effective. 

[Ministry of Industry (Deptt. of Industrial Development) O. M. 
No.1 (26) 181-ICC, dated the 17th March, 1982]. 

NEW DELHI; 
16 April, 1982 
26 Chaitra, 1904 (Saka). 

S. P. B. PATTABHI RAMA RAD 
Chairman, 

Estimates Commiftee_ 



APPENDIX 

(Vide Introduction) 

_'-~Tlalysi' of action taken by Government on the 14th Report of the Estimatf's Committee 
(7th Lok Sabha) 

r. Total number of ~commendations 

n. Recommendation which have been accepted by Government 

Percentage to total 

111. Recommendations which the Committee IIlo not desire to pursue in 
view of Governments reply (No.. 4, 19, 21 23, 38, 88 & 94) 

Pera'ntage to total 

IV. Recommendations in respect of which replies of Government have- not 
bren accepted by the Committee (Nos. 28, 29' 49, 55, 93, 95, 106) 

Percentage to total 

V. Recommendations in respect of which final replies of Government arc still 

Page 

108 

85 

80% 

7 

6% 

7 

6% 

awaited (Nos. 24, 72, 80 81, 82. 83. 90. 97, 101) 9 

Per~ntageto total 8% 



SI." 
No. 

Name of AgeD( t.gency 
No. 

SI. 
No. 

AgeDC7 
.. No. 

DELHJ. 

14. Jain Book Agency. Cot\
naught Place, New Delhi. 

~s. Sat Narain &'Sons, ~J4J. 
Mohd. Ali Bazar,Mori 
Gate. Delhi. 

26. Auna Ram & Sors. Kasb· 
I mel"e Gate, Delhi-6 .. 

~7. J. M.',Jaina & Brothers.' 
Moti Gate, Delhi. 

2!. The Central News Agency. 
2)/90. Connaught Place. 
New Delhi. 

39. The English.Book Store. 
7-L, Connaught Circus. 
New Deih,. 

)0: Lakshmi Book Slore,' 42, 
Municipal Mauet. Jan
path. New Deihl. 

ll. B~e Brolhcra, ISR L8J-
pauai M:.orket. Delt l-t . 

12: Jayana Book CCPOt. Chap.. 
parwala Kuan. Karol

.. Basta. N~ Deihl. 

n. Oxfo;J Book & Stationery. 
Company. Scandia House. 

II Cornauglu Place • New 
Oelhl-·J. 

',) 34- Peop.fc·s Publish" g House, 
Rani Jhansl Road. New 

Deihl. 

9' 35· 

36. 

The United Book Agency, 
48. A\utit Kaur ,Market. 
Pahar Ganl. NewDelh,. • 

Hird '. Boolt HO\l&e. (12. 
Janpath, New Delhi. 

'''5 
II 37. Bookwell, 4, Sam Naran-

karl COlory·. Kingsway 
Camp. Delhl-9. 

20 

2) 

27 

39· 

66 

MANJPUR 

Shri N. Chaoba -$ingl\. 
NewsAgem. Ra~Ia.1 Paul. 
High School Annexe. 
ImphaJ. 

AGENTS IN FOREIGN 
COUNTRIE~ " 

The Secretary, Establish-
,moe.t DeparuT.el,l. The 

High Commsslon' of India. 
India H ous.~. AI~ "':Ych. 
LONDON. W. C.-2.. 

61 

76 
.-

fa 

59 



Published under R1J:te 382 sf the 1tu1es 'Of pr6c~ and Conduct' 

of Busineas in'Lok Sabha (SBtth Edition) ad prlntedbyjibe General 

Muager, Govermhent of India Press, Minto Ro'ad, '1Ji,w De1hi .. . 
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