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INTRODUCTION 

t, the Chairman of the Estimates Committee having been autho-
rised by the Committee, present this Twentieth Report of the Esti-
mates Committee on the action taken by Government on the 
recommendations contained in the Hundred and Fifth Report of the 
Estimates Committee (Third Lok Sabha) on the erstwhile Ministry 
of Industry-Organisation of the Development Commissioner, Small 
Scale Industries-Part I. 

2. The HWl(ired and Fifth Report was presented to the Lok 
Sabha on the 21st April, 1966. Government furnished their replies 
indicating the action taken on the recommendations contained in 
this Report between 19th December, 1966 and 1st August 1967. The 
replies were examined by the Study Group IE' of the Estimates 
Committee at their sitting held on the 1st December, 1967. The 
draft Report was adopted by the Committee on the 17th February, 
1968. 

3. The Report has been divided into the following chapters:-
I. Report. 

II. Recommendations which have been accepted by the Govern-
ment. 

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

IV. Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

4. An analysis of the action taken by Government on the recom-
mendations contained in the Hundred and Fifth Report of the Esti-
mates Committee (Third Lok Sabha) is given in Appendix VI. It 
would be observed therefrom that out of 50 recommendations made 
in the Report, 34 recommendations i.e., 68 per cent have been 
accepted by Government and the Committee do not desire to pursue 
8 recommendations i.e., 16 per cent in view of Government's reply. 
Replies of Government in respect of the remaining 8 recommenda~ 
tions i.e., 16 per cent have not been accepted by the Committee. 

Nzw Da.Rr; 
Februa"1l 20, 1968. 

Phalguna 1, 1889 (Saka). 

(vii) 

P. VENKATASUBBAIAH. 
C'1uri1"m41t. 

EJtimata Committee. 



CHAPTER I 

REPORT 
The Central SmaU Scale Industries OrganiSation-Need jor Review 

of Staff position and Reorganisation of the CSIO 

Recommendation Sl. No. n, Para 21 

In para 21 (Serial No. 11) of their Hundred and Fifth Report 
(Third Lok Sabha) on the Ministry of lndustrial Development and 
Company Affairs (Organisation of the Development Commissioner. 
Small Scale lndustries) the Estimates Committee pointed out the 
existence of surplus staff in the C.S.I.O., vacancies lying unfilled for 
long periods, high proportion of non-technical staff. large number 
of CSIO Officers continuing on deputation to other Departments etc., 
and stressed the urgent and imperative need of a critical review of 
the existing organisation and the .taff strength of the C.S.I.O. with 
a view to effect economy and improve its capacity to render effective 
assistance and guidance to small scale units. The Committee had 
suggested that Government should set up a high-powered committee 
to undertake such a review at an early date so that the Central 
Small Industries Organisation is rid of unnecessary non-technical 
staff and equipped with qualified and technical persons so as to 
enable the organisation to discharge adequately its responsibili't1l 
during the Fourth Plan period. In reply the Government statp.d 
that 20 gazetted officers and HJ7 non-gazetted staff in the General 
AdminiBtration Division attended not only to genera1 administra
tion of the Headquarter. but also to such work relating to the tlarious 
Small Industries, Service Institutes in the various States and E:t:ten
sionl Produ.ction Centres under them. They also did .pecial work 
BUCh as implementation of the recommendations of Committees, 
rural industrialisation, inspection of institutes etc., for which it would 
not be correct to spare technical pers01U. The Government further 
stated that 23 gazett;ed officers and 793 Cl4BS III and 650 Clcu. IV off;· 
ceT. in the General AdministratiOn Division of the Small Indu...,trieB 
Service Institu.tes, W4B the very minimum (,Btential for efficient man-
agement. The Government finally stated that in mew of the poJition 
explained above, a remew as BUggested by the E.timates Committee 
did not appear to be necessary. 

2. The Committee af'e not at aU convinced by the reasOns advanr
ed btl the Gouernmen.t for not ha.ving a critical review of the emt
ing orgllnisation and staff strength of the C.s.P.O. CLS sugguted in 
para 2J of th~r 105th Report (Third Lok Sabha). Thell feel that I'Uch 
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a review by a high-powered committee is an eBBential pre-condition 
fOT toning up the organiSational efficiency of the C.S.I.O. and remov
ing the various deficiencies in the implementation of the smalt sCllle 
industries prograTTllffles to which attention hils been drawn in the 
l05th Report and 106th Report of th~ Estimllte. Committee (Third 
IAk Sabha). The Committee, therefore, reiterate the aforesaid 
recommendation and hope that neceBBary action to implement it 
would no longer be delayed. 

Development Program~ and Progress (Third Five Year Plan) 

Recommendation SL No. !1 to %5, Para 33 

PTogres8 of Expenditure and Central A.liltance to States 

3. In para 33 (Serial Nos. 21 to 25) of the Report the Committee 
pointed out that although the bulk of the total expenditure pn 
States' smaLL scale industries programmes during the Third Five 
Year Plan period has been met through Central assistance to the 
States, the flow of Central assistance to the different States has not 
been on a uniform rate with the result that there are great dispari
ties in the level of actual expenditure and actual development of 
small Bcale industries among the various States. It was stated in 
this connection that there was no clear relationship or ratio between 
the CentraL assistance (loans and grants) a State gets and the con
tribution that it makes from its own resources towards the develop
ment of small scale industries. Moreover, the element 01 grant in 
the total Central assistance was considerably higher in the case of 
certain States as compared to others. 

4. In view of the aforementioned drawbacks in the existing pro-
cedure for the allocation Of Pllln jund3 among the various State. 
the Committee urged it. Teplacement by a more rational and equit-
able system, which would encourage the States to make greater 
effort for the development at small scale industrie, as also would 
contribute towards the balanced de17elopmen.t of tM country by 
bringing up the industrially backward States to a higher le17el.The 
specific step, recommended by the Committee- in thts connection 
are briefly indicated beloto-

(1) A progt'8Uively higher proportion of the ezpenditU7'C of 
the Sm41l ,cate ,ector .hould be boT'ne by the St4tea. 

(ti) Centmt aamtance to the St4tft should begivew,int1Clri-
Ably on a matching bail to the contribution that each Stme 
mcdee. fT'om. it. own ~aovees fo'r tJ&. d."e1opJReltt pro-
grammes fo'r ",..U IC4Ie i'lUluatrilte. ROUI."..., to ~chce 
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the existing disparties itt the development of Bmcdl scale 
industries in the various States (which are basically 
attributable to the faulty system of Central Assistance), 
the proportion Of Central assistance should be higher in 
the case of less developed States than in the case of the 
other States. 

(iii) The division of Central Cl3si#tance to each State into 
grants and loans should be in accordance with some defi
nite criteria. Here again, it wou.ld be desirable to give 
due weightage to the less developed States so that the 
element of grants is higher in their CCl3e as compared' to 
the more advanced States. 

5. In reply to each of the recommendations referred to above, 
Government have stated, "The anomalies pointed out in this para
graph. Since this involves concurrence of the Ministry of Finance 
to the States ...... To remedy the situation it will be necessary to 
review the patterns of assistance On the lines suggested in tlte para
graph arise ota of the present pattern. of assistance from the Centre 
and Planning CommisSion, these have been 1'eferred to them sepa-
rately. The final decision, when taken., toill be communicated to 
the Eltimatea Committee." 

6. The Committee a1e not satisfied with the reply of the Govern
ment. They feel that ~. lving admitted that there are anomalies in 
the allocation of Centro.! Cl3sistance to the States for the develop
ment of small scale indu.stTies, Government should have taken 
urgent stepa to remove the anomalies by remedial measures on the 
lines SU9fjested by the. Committee. As it is, although nearly two 
yeaTS have elapsed since the Report was presented, Government 
have not lIet even taken a final decision on theBe recommerniationa. 
Meanw7Lile Central assistance to the States has presumably continu
ed to be given on a basis which is, even on the Government's own 
admission, faulty and anomalous. The Committee would like to 
urge that they consider these recommendations to be of vital im-
portance for remedying the imbalance. and basic weakneBles in the 
development of small scale indu.st'ries in most of the States. The 
Committee strongly urge that Government .1&ould expedite final 
decision in this matter and .hou.1d take necea.a"1l .teps to implement 
the recommendatiom u.rgently. The'll wou.ld also like to be intima-
ted of the action taken in thiB behalf at a very early date. 

IIeeommeDdation 81. No.2', ParR 3:1 

7.Furthefo in pcm II (S~ No. 28) the Cotmnittee t'~~ 
eel that with a ~ to ftlUre proper utiZilation of Plan allocation. 
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jor small scale industries, the CSIO, should undertake regular and 
t<ystemati.c evaluation of the actual progress made by the different 
States in promoting sm.all scale manufacturing activity and give 
appropriate guidance to each State. In reply, the Government have 
again stated, "The anomalies pointed out in this paragraph arise out 
of the present patteTnBI of assistance from the Centre to the 
States. . . . .. To remedy the situation it will be necessary to review 
the patternl of assistance on the lines suggested in the pllfagraph. 
Sitlce this involves concurrence of the MiniStry of Finance and Plan
ning Commission, these have been referred to them separately. The 
final decision when taken win be communicated to the Estimates 
Committee". The Committee would like to observe that the rE'p/y 
oj the Government is not at aU relevant to the point. They would 
like to reiterate the recommendation and urge its early implementa
tion. 

kommendation Sl. No. 27, Para 33 

8. In the same para (para 33, Serial No. 27), the Committee had 
stated that they did not approve ot the existing practice where
under the States were tree to utilise the allocation for small scale 
industries for the programme of Khadi and Village Industries, Hand-
loom, Handicrafts etc. While Khadi and Village Industries have an 
important role in the present state of our .!conomy, that did. not 
mean that they would be allowed to operate to the detriment of small 
scale industries. The Committee emphasised that to the extent funds 
allocated tor the small industries programmes were dit'erted to the 
village or traditional industries, there was bound to be a slotdng down 
of progress in all those important :rpheres where only small scale 
industry could deliver the goods. The Committee, therefore, sugges
ted t1uJ,t in future, the allocation earmarked for small scale indus
tries should not be utilised by the States tor other purposes save in 
exceptional ea.Iles and that too only with prior approval of t!,e 
Centre. 

9. In reply the .Govemment stated that "The anomalies pointp.d 
out arise out of the present pattern of assistance from the Centre to 
the States. To remedy the situation it will be necessary to review 
the pattern of assistance. Since this would involve concurrence Of 
the MiniatTy of Finance and Planning CommWion, these have been 
referred to them separately," 

10. The Committee are ftOt ICltiajled 1Dith the reply furnished by 
the aov....mfftf. TMv would like to reiterate thei.,. earlieT .,.ecO'm-



menciation and urge the Governm.ent to take effective meut.Lre, to 
ensure that the funds earmarked for small BCale industries are not 
diverted for other purposes. 

GENERAL 
11. While noting the action taken by Government on c.,.t4in 

recommendations, the Committee desire that further information on 
the progress made in the implementation of Bome of the recommenda
tions (included in Chapters 11 and Ill) may be furnished to the Com
mittee in due course. 



CHAPTER n 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation (Serial No, 1, Para 3) 

Considering the fact that the financiaL and tech'Bical f'aou,ces 
available with the Government as alBo the supplies of many essen
tial raw materials fall even now much short of the requiremen't8 of 
the sman scale sector, the Committee feel that an abrupt raising of 
the capital limit from Rs. 5 lakhs to Rs. 10 Zakhs may not be advisable 
as it would entail a wider coverage of units and consequent dilution 
of the developmental assistance available to small scale units. At 
the same time the Committee recognise that since the existing defini
tion of small scale unit was laid down, there has been a m.arked in
crease not only in the cost of land, machinery, building etc. but higher 
capital is also required in adopting modern technical and managerial 
process or in meeting quality requirements. It has, therefoTe, be-
come nece.9Sary that the capital limit of small scale unit is ad;ttBtable 
in such a way that the units which would have been in the! small 
scale sector but, for the rise in the prices of capital assets, are not 
kept out of it. In view Of these considerations, the Committee consi
der that it would be reasonable to revise the definition of the small 
scale unit so that the value of plant and machinery alone is taken 
into account in computing the Rs. 5 lakhs capital limit, leaving out 
the value of land and buildings which varies widely from place tel 
place. 

REPLY OF THE GoVERNMENT 

The small scale industries Board at its 24th Meeting held at 
BanRalore on 8th and 9th July, 1966, considered the need for revising 
the definition of small scale industrial unit and recommended that 
the value of plant and machinery alone be taken into account in 
computing fixed investment for purposes of definition and that the 
ceiling should he increased to Rs. 7' 5 lakhs. The Board considered 
that in view of recent devaluation, this increase was necessary. In 
the case of Ancillary Industries, it was recommended that the deft· 
nitlon should be revised so as to exclude the value of land and build· 

6 
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ings from the existiDg of RI. 10 lakba. This recommendation has 
been accepted by Government and orders have been i.ued. 

[MiniBtry oj Industrial Dev. " Company Affairs O.M. No. 5 (3) /66. 
SSI (C) dated 19.12.1966 aM D.O. oj even number dated 1st August, 
1967.] 

RecommeadatioD (Sarial No, 3, Para 10) 

The Committee note that there are some important shortcom
ings in the existing arrangements for the registration of small scale 
units and the collection of data from them. These are:-

(1) The Annual Survey oj Industries does not cover the entire 
small ,cale .ector as units employing less than 10 workers 
when using power and IeBB than 20 workers when not using 
power, are excluded from it, purview. Moreover, the 
larger part of the small .eale .ector is covered on a samp
ling basis and reliable result, at the di8trict level are not 
available. 

(ii) The Ad hoc suroeys conducted by the C.S.l.O. are only 
selective attempts which only serve the limited purpose of 
providing basic information on particular industries and 
particular areas. 

(iii) The Directorie. listing sman seale units registered with 
the State Directorates of Industries are neither e.rhaus
tive, nor do they have uniformity Of content. 

(iv) Registration Of small scale units with the State Directo
rates being voluntary and neceBSarily incomplete, compari
son over a period of time wtll not indica.te growth during 
the period. Moreover, there is no uniform procedure for 
registration in the States and basic information is not re
gularly collected even for the registered units. 

lU:PLY OF THE GoVERNMENT 

The Committee's recommendation has been noted. 

[Ministry of Industrial Dev. & Company Affairs O.M. NO.5 (3) /66. 
SSI (C) dated 19.12.1966 and D.O. of even number dated at August, 
1967.] 

Recommendation (Serial No.4, Para 21) 

The Committee Ctlnnot too strongly emphasise th4t the collection 
of reliable statimcs about all the important upe~ts of the small seale 
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sector is an essentiaL pre-requ.isite Jor the pLanned development of 
small scale industries. They regret to note that aUhou.gh the reeam
mendauons made by them in this behalf in their 77th Report (Second 
Lok Sabha) were accepted by the Government, no real progreBB hr..s 
IJcen made in impLementing them and a large part of the small scale 
industries functioning in the cou.ntry still continue!: to remain out of 
the purview of industrial statistics. 

Tile Committee urge that the Ministry should, with the utmost 
expedition, enlist the cooperation of the Central Statistical Organisa
tion and the State Directorates of Industries for the collection and 
tabulation of essential data on a uniform basis regarding the small 
~c!tle sector, particularly the type of end-products made, components 
and raw materials required, employment, investment, installed capa
city and its utilisation, labour condition etc. In this connection, the 
Committee would like to commend the method and the procedures 
adopted by the Small Industria SeTvtce Institute, Kanpur for con-
ducting the unit to unit survey in a11 districts of Uttar Pradesh dur
tng the years 1961-63 and for maintaining this record up-ta-date. 
Any legislatitle measures required for the purpose should also he 
,orpeedily dewed and initiated. 

The Committee feel that for the regular collection of data in res
pect of the small scale sector it is essential to have a system of com
pulsory regiStration of all 8maU scale units. The procedure for regis
tration should be shorn of aU unnecessary. for'l1l4ltties and made 
simple and businesslike so that the units do not feel any difficulty 
or hesitation in complying with the requirements. The Committee 
.feel that the District Industries Officers and the Industrial E%tension 
Officers can greatly facilitate the work of regilltration .lor they have 
already got the requisite field staff: this should also incidentally mtlke 
for sub.tantial reduction in the administrative cost of enforcing 
registration of small scale industries. 

The data thus collected may be integrated and tabulated at the 
State l~vel and might be periodically checked hy the Central Stati.~
tieal Organi.'Iation on a ,~ample basis. 

REPLY OF THE GOVERNMF.NT 

The Committee's recommendation has been noted. The matter 
has been under constant consideration in consultation with the CSO. 
Eslimates of cost of collection of data have been prepared and in view 
of the high costs the scheme is getting postponed from time to tim(' 
(it has been estimated that to cover completely 17 industries in the 
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factory sector alone, an amount of Rs. 60 lakhs would be required dur-
ing the Fourth Plan period). The matter is being actively pursued, 
however, through the Central Statistical Organisation. 

[Ministry of Industrial Dev. & Company Affairs O.M. NO.5 (3) /66. 
SSI (C) dated 19.12.1966 and D. O. of even number dated 1st August, 
1967.] 

COMMENTS OF THE COMMITTEE 

The Committee would like that the progress made in the regular 
collection of data may be furnished to them, in due course. 

Recommendation (Serial No· 5, Para 11) 

As the introduction of compulsory registration might take some 
time, the Committee would like to suggest that as an interim measure 
requisite information about the new units coming into the small 
scale sector may be systematically collected through the good offices 
of the State electricity boards or any other authority supplying 
power to whom such units are bound to apply for power. Standard 
PToforma in this behalf may be prescribed to facilitate collectiOn of 
information on uniform basiB. 

REPLY OF THE GOVERNMENT 

The State Governments have been asked to implement the recom-
mendation and take up the matter immediately with the State Elec-
trici ly Boards. A standard proforma for collection of information has 
also been suggested to them. 

[Ministry of Industrial Dev. & Company Affairs O.M. NO.5 (3) /66. 
SST (C) dated 19.12.1966 and D. O. of even number dated 1st August, 
1967.] 

COMMENTS OJ' THE COMMrrru 

The Committee would like that the reaction of the State Govem-
mery.ts may be furnished to them, in due course. 

Reeommendation (Serial No.8, Para 15) 

The Committee are of the view that even in normal times, a two-. 
day meeting of the Small Scale Indunrie. Board once a year can 
hardly be considered adequate for critical re'view and fruitful deli-
berations on the problem.l facing the small ,ca1e industries. They 
atrongly feel that in the context of theiemergency .ituation prevail
ing in the country, both on the economic and defe1U!e fronts, the 
2794 (aii) LS-2. 
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prime need to achieve maximum self-reliance within the shoTte8t 
time, and the grave problem of idle capacity in the smalL Bcale secto'f 
due to lack of eBBential Taw materials and components, the Small 
Scale Industries Board should have been meeting more frequentlY to 
take stock of the situation from time to time and to sugged positive 
measures to strengthe~ ,the small scale sector and to inc1'ease its 
contribution to the natiOnal effort fOT achieving self-reliance and 
stepping up exports. The Committee consider that till the emergent 
conditions last, the Board should meet at least once in six month.II to 
take stock of the posit:on and initiate remedial measures, as required. 

REPLY OF THE GOVERNMENT 

The recommendation of the Committee has been accepted. This 
recommendation will be implemented to the extent possible. 

lMinistry of Industrial Dev. & Company Affairs O.M. NO.5 (3) /66. 
SSl (C) dated 19.12.1966 and D. O. of even number dated 1st August, 
1967.] 

Recommendation (Serial No.8, Para 18) 

The Committee are in agreement with the view of the Interna
tional Perspective Planning Team that the progressively changing op
portunities and needs of small indmtry require continuous high level 
attention for the formulation ot Government policies and measures 
for ensuring the healthy growth of small indust1'ies. In subsequent 
Chapters of this Report the Committee have drawn attention to the 
disappointingly slow progress of 'some of the small Bcale industry 
programmes, such as the Common Production Programme and the 
aevelopTMnt of Ancillaries, which the Central Small Industries Orga
nisation has been expected to further ever since it was established 
7Jlorf1 than eleven years ago. 

The Committee consider that the Central SmaH Industries Orga
nisation as the primary national agency for the developmc'~t of small 
scale industries. should not have over· looked to p1"OOide in. its e14bo-
rate organisation a cell for continuous evalootion of the . de~lop
ment programmes so as to provide guide-lines for realistic policy 
planning. Evaluation would no doubt have brought to the notice of 
Government much earlier the little pTOfINSB that had been made in 

. th~ iJnp.1ementation of the programmes of Common Production ancl 
AnciUariea. The Committee I£rge that the eoolootion cell should be 
set up tuUMut furthet- loa. of tim.e by ftnding the requ\8ite Itaff from 
wit'"'- the e.rla-ting atf'ength 0/1he CentrAd Small' Indu.rtrles OTg.ani
aGCion. 



11 

REPLY OF THE GOVERNME.'lT 

The recommendation of the Committee has been accepted. D. C. 
(SSI) has set up a cell in the manner recommended by the Estimates 
Committee. 

[Ministry of Industrial Dev. & Company Affairs O.M. No.5 (3) /66. 
SSl (C) dated 19.12.1966 and D. O. of even numbeT dated 1st August, 
1967.] 

Keeommendatioa (Serial No.9, Para (9) 

The Committee are inclined to agree with the views oj the Inter
nationaL Perspective Planning Team regarding the functiolling of the 
Central Sm4Zl Irniustries Organisation that the "senior oJficiab of the 
C.S.I.O. are presently too involved in the minutiae Of day to! day 
oper¢tiOt'tS to devote adequate time and attention to the important 
functions of policy p16nn;ng, co-ordination and control," 'l'hey hope 
that the sen.ior officers of this Organisation would make earnest ef
forts to remove this impression which appears to be widespread 
among the small scale industries. 

The Committee need hardly stress that, to the extern pOlisible, the 
Directors of the Small Industries Service Institutes should be made 
.f1·ee from routine and administrative work 80 that their experience 
and knOWledge are gainfully utilised in dealing with technical mat
ters which are obViously their main concern.. They would also like 
to sUgJJest that (l systematic e110rt Bhould be madt to rationaHse thf~ 

distribution of work and explore the possibilities of cleleg(&tion of 
powers, not only in the Small Industries Service Institutes, -but also 
at the Headquarters of the Central Small Industries Organisation so 
that the divirion of work between the various categories oJ officers 
could be put on a sound footing ensuring the best use of ,11'? technical 
know-how and talent availabk in the Organisation. 

REPLy OF THE GOVERNMJ:NT 

The D. C. (SSI) has been asked to review the position in the light 
of this recommendation and take necessary further action. 

[Ministry of Industrial Dev. & Company Affairs a,M. No.5 (3) /66. 
SSI (C) dated 19.12.1966 and D. O. of even number dated lst August, 
1967.J 

COMMENTS OF THE COMMIT'l'U 

. The Committee would like to be informed as to how far the D.C. 
(S.S.I.) h.u implemented the recommendation. 
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Recommendation (St'rial No. 10, Para 20) 

The Committee consider the frequent changes in the incumbency 
{IJ the office of the Det,eZopment Commissioner to be unfortunate. 
'[tley ieel that such frequent changes cannot but have a harmful 
IJ[fect on the efficient working of the whole Organisation by depriv
ing it of sound leadership which the DeveLopment Commissioner can 
provide only if he stays in the Organisation some length of time to 
acquire t.he requ:sitc exper'ence and develop a genuine concern and 
a real sense of responsibility for the progress of the Organisation and 
its tJarious schemes for the development of small scale industries, 

The Committee, therefore, recommend that while selecting an 
officer for appointment as Development Commissioner, care should 
be taken to see that apart from the incuml- ~nt being technically and 
emotionally suitable for the po,~t, he woul ~ ordinarily stay in the 
110st for a period of fh)e years to provide the necessary leadership in 
formulating and implementing the plans f01' the development of 
small sr.ale industries. 

REPLY OF THE GOVERNMENT 

Thf' recommendation of the Committee has been accepted.. 

[Ministry of .'/ldustrial Dev. & Company AffairsO.M. No. 5 (3) /66-
SSl (C) dated 19-12-1966 and D.O. of even number dated 1st 
August, 196'7]. 

Recommendation (Serial No. 12, Para 22) 

The Committee feel that in an Organisation like the Centrll/ Small 
]nd'wrtries Organisation whose primary function is to bring about 
de1,elopment of small scale industries. the performance of the office-rs 
and other staff should be judged by the success they achiet~e in this 
behalf. They would, therefore. suggest that an effective system of 
evaluating the performance of officers at all levels should be intro
ducp.tf. without delay. 

REPLY OF THE GOVERNMENT 

The officers of the CSIO are advisors to small indu:;trialists on 
technical maUers, They discuss technical "operational problems 
with small scale industrialists either in the oftlce or in the factory. 
This type of work cannot be quantified and, therefore, difficult to 
eValuate. A suitable guide for judging the work of an ofBcer under 
!'Inch circumstances is his reputation among the small scale indus-



13 

triulists in the area. The D.C. (SSI) has been advised to keep a 
methodic watch/record of the work of the officers. 
[Mmistry of }ndustriat Dev. & Company Affairs O.M. No. 5(3) /66-

SSI (C) dated 19--12-1966 and D.O. of even number dated 1st 
August, 1967]. 

CoMMENTS OF TID: COMMlTl'EE 

The Committee would like to be informed about the method 
adopted for ascertaining the reputation of the ofticer. They would 
also like to be informed about the reaction of the State Governments 
on Planning Cell. 

Recommendation (Serial No. 13, Para. 25) 

As the development of sman scale industries is mainly the rea
ponsihility of the States, the Committee need hardly stress thatj ur-
gent meCl8ures should he taken to staff the State Directorate of In-
dustries with competent technical officers who are well equipped by 
training and temperament, to identify and to effectively deal with 
the needs and problems of small Bcale industries. 

The Committee would also like to suggest that each State Direc
torate of Industries should have a planning cell to assist in policY 
formulation and programme evaluation. This group may also !j(~ 

entrusted with the tasks of co-ordinating the work of the Distl'1ct 
Officers and maintaining close liaison with the C.S.l.O. 

The Committee have been infoT'med that there is a proposal to 
introduce a. promotional element in ~he sman scale industries pro-
gramme at the district level. The Committee welcome the proposal. 
The Committee consider that if the industrialisation programme is to 
make headway in districts,particularly in smaller towns or villages, 
it is imperative that promotional activities are handled by competent 
technical men both at the district and field leveb 

REPLY OF THE GOVERNMENT 

This has been conveyed to the State Governments. 
[Ministry of Industrial Dn'. " Company Affairs O.M. No. 5 (3) /66-

SSI (C) dated 19-12-1966 and D.O. of even num'ber dated 1st 
Augtt8t, 198'7]. 

Recommendation (Serial No. 15. Para. H) 

TM Committee hope that keeping in. view the main Objective f,f 
promoting the healthy g70wth of the nnall .eale sector, efforts wilt 
be made to secure elo,e and effective eo-ordination b.· tween the 
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Development Commissioner and the Director General, Technical 
Development in all important rrLatters having a bearing on the 
development of small sca.le industries such Cl3 the allocation of row 
materials and foreign exchange; Licensing of aclditioncsl capacity in 
the large scare sector; supply of components produced by 101'ge scale 
units to smaLl scale units, purchase of com.pon.ents by large scale 
industries from small scale ancillary units, etc. 

The Committee would like to stress that the need for close co-
ordination between these two organisations is all the more necessary 
now as, under the new arran9pments, the Director General, Techni
cal Devetopment comes unde' the Ministry of Supply while the 
Central Small Industries Org<:.n.isation remains u.nder the Ministry 
of Industry. 

lbPLv OJ' THE GOVERNMENT 

The representatives of the DC (SSl) and the OOTD meet durine 
the Licensing Committee Meetings and the Officers Level Committee 
meetings. These two committees meet fortnightly and are respon-
sible for licensing/registration of large scale/medium scale enter-
prises. There is thus adequate formal coordination. Orders have 
also been issued that all applications for licences/registration should 
be shown to the D.C. (SSI) and that his comments should be noted 
on the agenda papers before the applications are placed before the 
licensing Committee/Offtcers Committee. Informally representatives 
of the two organisations meet, as frequently as necessary, at various 
levels and in particular they meet weekly at the coordination meet-
ings convened by the Secretary, Ministry of Induatry. 
[Ministry of ~ndustri41 Deu. & Company Affairs O.M. No.5 (3) /86-

SSI (e) d4tecl 19-12-1966 and D.O. of euen number dated 1st 
August. 1967]. 

Recommendation (Serial No. 16, Para 27) 

The Committee regret to note the delay of nearly 18 months in 
the appointment of the OrganisationaL Committee in pursuance of 
the recommendation contained in their 77th Report (Second Lok 
Sabha). They are alao unhappy to fiftli that although the Ot-ganisa
tional Committee submitted its report as far back as January, 1962 
the implementation of some of its recommendations has been held 
over to the Fourth Plczn ~riod (1966-71) aftd in some ClISes indefini
tely, Now that' the Fourth Plan has commenced. the Committee 
'lOP' that the matter tDUZ be e:ramtned thoroughly and that "igorous 
p"'orts wilt be made to give effect to such of the recommendations 
nf the Organisational COmmittee as have not been implemented 8" 

fltr. 
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The Committee further regret to point out thot they came acrors 
-other ,mtatteea a;lso in which the recom.mendations mllde by the 
Committee in their previous report on. this subject (77th Report, 2nd 
Lok Sabha) have not been properly and timely implemented by 
Govemment even though the Committee have been informed of the 
!Lcceptance &1 those recomm.endatio'ns. The Committee expect that 
after Govern.ment have accepted a recommendation. of the Com
mittee, there should not be any undue delay or nesitation in its im
plementation. 

REPLY OF THE GoviaNMXNT 

The recommendation of the Committee has been noted '1 .. com-
pliance. 

{Mini.st-ry. of hdwtriel Dev. " Company Af!G;irs O.M. No. 5("> 188-
SSI (C) ckHd 1 .. 12--1988 and D.O. 01 wen. nt£m'ber claee4 1st 
August, 196'7]. 

CQM'MENTS or THE CoKMl'ft'R 

The Committee would like to be informed in due course about 
the progress made towards actual implementation of the recommen.-
dation. 

Recommendation (Serial No. 17, Para. 29) 

The Committee regret that the AdWory Committees attached to 
the Small Industries Service Institutes have 80 far failed to make the 
expected impact on smoLl .seale industries even though these can go 
a long way towards ensuring the necessary coordination. betwem the 
various Central a.nd Sta.te agencies fo'r the deNlopment of nne!! acale 
industries. They hope that the AdviSory Committees wou.ld b, 
energised. 

The Committee urge that each AdviBory Comm~te. shouU meet 
rat least once in three montm and more often, if n.ece8B4T'h and ~hould 
watch and ensure the implementation. uf th., decisiOns reached at each 
meeting. 

The proceedings of the Adv.isory Com ..... 4Rd the CJCtion tG1cH 
"thereon should be regu.l4Tty 8tl.bmitted to ~ ~ of tfa,e 
Central SmaU Indumia Organ.iscUion, whic!'" ,Jaould eolZate .1M CIt-
-perience ()J th.e various State. Clnd provide nece .. 41'fI gu.idtJnce. The 
CommiUee "'pst ell« t1t.e ~t C~l'" W'WI1I t"eIIINw 
.the working of tltese Acfvisory Committee .. with special """ ..... tee to 
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action taken thy State Governments on their recommendations at his' 
periodical meetings with the Director of Industries of the State con .. 
cerned. 

The Committee would also like to suggest that the Advisory Com-, 
mit tees should he strengthened by getting into them representative., 
of the State Bank, Commercial Banks and State Productivity Coun
cil., __ «'few more small industriatists. 

REPLY 0.' TIlE GOVERNMENT 

The 1'eCOUlmendation of the Conunittee has been accepted. 

The matter hasb£en taken up with the State Governments and 
replies from some of them are still awaited. 
[Mini8try of Industrial Dev. & Company Affairs O.M. No.5 (3) ISS

SSI (C) dated 19--12-1966 and D.O. of even number dated 1st 
August. 1967.] 

Recommendation (Serial No. 19, Para. 2.9) 

The Committee welcome the recently adopted practice of the' 
Development Commissioner, Small Scale Industries holding periodi-
cal meetings with the State Directors of Industries. They hope that 
such meetings will be held regularly and that they will prove a uaeful 
means of bringing about a broad uniformity in the provision of re·, 
quisite facilities and services for the development of smaH scale' 
h&dustries in the var:ous States. 

R.l:PLY 0.. THE GOVEIINMENT 

This meeting is being regularly conducted and Directors of Indus--
tries from all States are attending it. 
[Ministry of Industrial Dev. & Company Affairs O.M. No. 5 (3) /66--

SSI (C) dated 19-12-1966 and D.O. of even number dated 1st 
August, 1967.] 

Recommendation (Serial No. 20, Para. 29) 

While taking note of the present arrangements for coordinating 
the activities of the variow agencies concerned with the development 
of small Bcale industries. the Committee would like to suggut the
appointment of an ad hoc committee Iby the Small Scale IndustrieS'-
Board to consider whether the existing powers of the Central Small' 
Industriea OTganiBation (Ire adequCLte to enable it to secure the Mcea-
14'11 coordination and unifonnifll in regard to the development ot 
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sma.U scale industries, and make suitable recommendations. The
Committee wish to stress t1~at thought they do not conside'l' a rigid 
uniformity in these matters to be either necessary or desirable, they, 
however, feel that it is necessary to guard against a situation where 
the Central Smalt Industries Organisation finds itself uMble to 
implement agreed policies and objectives for lack of adequate p01vers. 

REPLY OF mE GOVERNMENT 

The recommendation of the Committe-e has been accepted. A 
Committee has since been appointed. 
[Ministry of Industrial Dev. & Company Affairs O.M. No. 5(3) /66-

SSI (C) dated 19-12-1966 and D.O. of even number dated 1st 
August, 1967.] 

COMMBNTS OF THE COMMITTEE 

The Committee would like that a copy of the report of the ad 
hoc Commit-bee may be furnished to them, in due course. 

Reoommendation (Serial No. 28, Para. 34) 

The Committee are in general agreement with the conclusions of 
the Memorandum on the Fourth Plan regarding the deficiencies and 
limitations in the sphere of development of small scale industr'es. 
In addition, they would like to refeT here to a other basic deficiency 
of the small scale sect01'-the lack of comprehensive data about the' 
sector-which has been dealt with in chapter I (See paras 8-11) 
and they feeL, the data should be properly collected. 

REPLY OF THE GovERNMENT 

The recommendation of the Committee has been accepted by 
Go~emment. 

[Ministry of Industrial Dev. & Company Affa.irs O.M. No. 5 (3) /66-
SSI (C) dated 19-12-1966 and D.O. of even number dated' 1st 
August, 1967.] 

Recommendation (Serial No. 29, Para. 35) 

While extension of tM cot)erage of small industrial units 1.tndp.r 
the development progra.mme, is desirable, the Committee feel that 
this should be brought about in a phased manner keeping in view-
the total re,ources-financi4l as ~elllU tech.nical and Cldministrotit'e
aVClUable for the prognzmmes and the need to give ."ecial attention 
to these industries which are most important for economic det,elop-
ment and defence needs. . .. 
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However, to sustain the growth of the small scale sector and en-
courage its diversification, as well as to create additional opportuni- . 
ties !orthe expanding labour force and make systematic !J.rrange
ments to process the additional production expected from the special 
emphasis on agricultural development in the Fourth Plan, the Com
mittee su.ggest that agro-based industries s'tould no longer remain 
excluded from the Cen.tral and State programmes fO'l' the develop
ment of small scale industries. 

REPLY OF THE GOVERNMENT 

The recommendation of the Committre has been accepted by 
Government. 

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5(3) /66-
SSI (C) dated 19.12.1966 and D.O. of even number dated 1st 
August, 1967]. 

COMMENTS OF THE COMMITTEE 

The Committee would like to be informed of the specific action 
·,aken. 

Recommendation (Serial No. 30~ Para. 36) 

The Committee agree with the view of the Working Group that 
the programme for the development of small Bcale industries during 
the Fourth PLan should take into account the seriou.s problem of 
under. utilisation of capacities in the small scale sector. The11 have 
suggested in Chapter IV the introduction of a system of guided 
development of the small scale .~ector so as to check and regulate the 
setting up of new units requ.ir~ng scarce raw materiaZs. They w01(.ld 
like to stress here that keeping in view the need fOr maximum self
reli4nce in all vital spheres of production, positive efforts should be 
made to diversify production in the small scale sector and thereby 
reduce its dependence on scarce raw materi4ls, and also to enable 
the sector to play a .~ignificallt part in the supply of defence require
ments, and various agricultural inputs required for augmenting fOod 
production and in the manufacture of commodities helpful for earn
ing and conserving foreign erchange. With this end in v~w, the 
Committee suggest that the various forms of assistance now mode 
.ftVGi14ble to small soote industries under the Central and StatE 
progra.mmes should be utilised in such a manner as to give prefeTence 
4nd priority to the needs of industries wh ich eater to higher national 
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priorities vir-., industries falling under one or the other of the follow
ing categories:--

(1) Defence requirements. 

(2) Industries dir«tly concemed with the developmetlt of 
agricu.lture such as imp"oved agricultui"al implemmts, 
pesticides etc. 

(3) Export-oriented induatries. 

(4) Import substitution industries. 

(5) Units producing components, etc., required in certain viftd 
sect01's like Railways, Tramport and Power. 

(6) Industries for processing agricultural product and other 
industries not requ.iring use of scarce raw materiala. 

(7) Producer goods and essential consumer goods industries. 

REPLY OF THE GOVr.RNMEHT 

'I'he recommendations of the Committ>ae have been noted and will 
be implemented to the extent possible. This recommendation hi. 
been brought to the notice of the State Directors of Industries end 
the D.C. (S.S.1) . 

[Ministry of Industrial Dev. & Compa~ AfJa.irs O.M. No. 5(3) 166-
SSI(C) dated 19.12.1966 and D.O. of even. number dated bt 
Au.gu.st, 1967]. 

Reeonu .... 1Mi. (Serial No. 31, Para. 4.0) 

The Committee note thQ,t in recent years, the total allocation of 
various items of scarce raw materials to the small Bcale sector h/Jue 
faUen far short of the demand. Moreover, the allocations to this 
sector have been proportionately much less compared of those madt' 
to the large scale sector. 

Recommendation (Serial No· 32, Para. ") 

The Committee would like to reCCll1 the Lokanathan Committee's 
finding that, in general, the allotted .carce raw materiIJu are a4eqW!te 
to meet only about one-third of the requi,em.ent, of the am4ll .cale 
BeefOf' where08 units in. the large BCale .ecto11 are abl4! to utilise 
between half and two-thirds of their production capacity fmm tUwt-
ted Bcarce raw materials. 

The Committee regret to note tha.t although serious difficu~lie$ 
and compet!tive disadvantage e.-rperienctd by the .m4ll scalt' units 
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becawe of whoUy inadequate and irregular supplies of scarce rao/ 
materials were brought emt ,by the International Perspective Planning 
Team nearly three years ago, no action has' been taken either to 
replace the system of ad hoc allocatiOns to small scale units by an 
equitable and rational system or to provide some relief to such units 
through increased allocations. 

The Committee are constrained to obBerve that although the 
declared policy of the Government is to favour sman scale industry, 
in actual practice, small scale industry has not only not been favour
ed but discriminated- against in respect of allocation of scarce raw 
materials. 

The Committee consider it unfortunate that the implementat;on 
of the Lokanathan Committee's major recommendations for the 
equitable distribution of scarce raw materials between the large 
scale and the small scale sector should be deferred, as suggested by 
the representative of the Ministry during evidence, till the foreign 
exchange situation improves. As the country may have to live tvith 
foreign exchange shortage for a considerable time to come, the 
Committee W01L!d like to stress in this context of continuing shortage 
it is all the mOTe necessary that solutions to the problems of equit
able distribution Of scarce Taw materials to the small scale industries 
should be sought with e~~edition. 

The Committee can see no valid reason why the r;:mn/,l SCGl~ 
industries should be singled out Ll.' bear the brunt of the shortogp. of 
.'1carce raw materials. It is evident that if the impression of delibe
rate discrimination against the s'l1'Uz,ll scale sector is to Ibe removed, 
the share 0f scarce Taw materials allocated to th~s sector must be 
at least commensurate with its contribution to total indu.'itriaZ prO
duction. The Committee would, therefore, urge that the various 
measures suggested by the Lokana.than Committee to ensure the 
equitable di3tribution of scarce raw materials on the basis of the 
priorities of the end-products and irrespective of the size of the unit. 
should be in:tiated with all possible speed and eamestnaa. 

REPLY OF THE GOVERNMENT 

The system of ad hoc allocations of foreign exchange to the small 
scale sector was originally adopted to give it the benefit of higher 
allocations in the absence of data regarding productiOn capacities 
£tpted in this rapidly expanding sector. However, as foreign ex-
&lange situation deteriorabed, the allocations, thoueh Increasing, did 
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vot keep pac:" with the rise in the number of small seal.; units. To-
"wards the end of 1962, it was clear that the small scale sector wa:" not 
getting adequate foreign exchange allotments for its raw mat~rials, 
but in view of the emergency additional allocations could no: be 
made. 'rhe pc.sition was reviewed in March, 1963 by the SmaU 
Scale Industries Board which recommended increased allocations to 
the sector. This recommendation could not be implemented. in view 
of foreign exchang!:' difficulties. As the feeling 'that the small scale 
sector was being discriminated against in allocations of foreign 
exchange has ccntinued. in August, 1964. the Lokanathan Com-
mittee was appointed to examine the position and to make suitable 
recommendations for equitable distribution of scarce raw material 
betWEen the thITe sectors, large, medium and small scale. The 
recommendations of -the Lokanathan Committee have been accepted 
and will be implemented a:; data on prc<iuction capacities existing 
in thr small scale sector become available. In the meanwhile, 
various measures of import libE>ralisation have been announced. It 
is hoped that these would mitigat'e the hardship of small scale units 
and to enable them to utilise their capacities more fully. 

A list of 59 priority industriE"S has been announced. Industrial 
units in the small scale sector engaged in the priority industries will 
initially be allotted foreign exchange to the extent of 3 times/12 
times the v8ilue of import licences obtained by them during 1964-65/ 
1965-66. The idea is that these units should get an adequate foreign 
exchan~ to utilise th:!:r production capacities fully. It is hoped 
that this liberalisation will remove all discrimination 80 far as the 
units in the priority category are concerned. So far as the unit.; in 
the non-priority industries are cC!Ilcerned. as data regarding their 
production capacity become available, allocations to them will be 
increased. In the meanwhile, the value of their impoI1 licences is 
being increased to 2 times/8 times the amount of. licences obtainoPd 
by them during 1964-6511965-66. 

{Ministry of Industria.l De!,. & Company Affairs O.M. No. 5 (3) /66-
551 (C) dated 19.12.1966 and D.O. of even number dated· 18t 
August, 1967]. 

Recommendation (Serial No. 33, Para. 48) 

The Committee are ccmstrained to observe that the e:ci.sting 
-an-angemem. 1M c:bttibutfott of lCCP'Ce raw material. among the 
.sman sC4le untt. "t)e much to be de.tind. In fflCt, thelJe dTrclnge-
menu CCln hardly be .aid to constitute a ~ lince there" little 

J 
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evidence of any agreed objectives, much less of any planned effortg 
',0 achieve the same. Thus, the procedure and plTiorities, if any, fot 
allocation vary from. State to State; at present allocation is not 
necessarily linked to production capacity and, of course, there 1,S no 
uniform prececluTe fOT assessment of capacities. The Committee 
feel that any arrangement for the distribution of scarce raw materials 
which lacks weU defined criteria and a clear cut procedure for 
allocation and an effective machinery fOT inspection of utilisation 
;,S very likely to lead to abuses as it leaves wide scope for the 
exercise of discretion on the part of the allocating authorities and 
Of manipulation on the part of the receiving units. 

The Committee also note that under the existing l)rocedHrt>.~ 

the Central Small Industries Organisation has no effective role in 
the matter of allocation of raw materials. The Development Com
miSSioner, Small Scale Industries does not check up or has no way of 
checking up whether, or to what extent, the demands for scarce raw 
materials furnished to him by the different States reflect the actual 
requirements of small scale units in the respecti1,e State. Still. he 
relies on these demands and distributes the allocation a1,ailaoTe for 
the small scale sertor among the States on a pro rata basis Of 
demands made by the States. This leaves scope for the States to 
inJZate their demand8 or to make unreatistic assessments of their 
requirements, 

The Committee consider that .~o far as the basic criteria and 
procedure for allocation of scarce raw materials OT inspection of 
utilisation of such materials are concerned, there is hardly any jUllti-
ficati011 for permitting each State to fonow its own course in the 
name of local needs or peculiarities. They feel that 0.'1 the Ce't'!,tral 
agency responsible for coordinating and implementing the national 
small scale industries programme, and with its vast array of 
administratit'es and technical officers, Small Industries service In8ti
tutes etc., the Central Small Ind1utrie. Organisation shOUld not have 
rested content with playing a 'J1Urely advisory role in such impor
tant matters as the allocation and utilisation of .eaTce raw materials. 

The· Committee hope tha.t with the implementation of the Loka
nathan Committee's main recommendation, viz., the distribution Of 
scarce raw materials on the basis 01 uniform assessment of capaci
ties of an indu.ttriol units ami the priOrities of their end products, 
there will be uniformity in all essential matters concerning the dis-
hibution oj scarce raw materiab. TheCommittn cWo t'l"Ult that 
cppropriate meQlUNI win be talcn" in the Uglat 8f tlt4t - LokGnathan 

,iCommittee's ffComme-n.d4ticma, to enable theC'ft.tAll $1n41l Indus-
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• t"ies Organisation to effective discharge its Junctions as the central 
co-ordillating and controlling agency for assessing the requirements, 
aUocation and impection of ut.iliSation, of scarce raw material.~. 

REPLY OF THE GOVERNMENT 

A list of priority industries has now been announced. The 
procedure for allotment of foreign exchange to industrial units in 
the priority and non-priority categories has also been settled. 

These paragraphs have been brought to the notice of the Develop~ 
ment Commissioner (Small Scale Industries) and the State Direc-
tors of Industries for further necessary action. 

(Miniatry of Indu.rtnal De". and Company Affairs O.M. No. 
5 (3) /66-SS1 (C) dated 19-12-1966 and D.O. of even number dated 
1st August. 1967.) 

COMMENTS OF THE COMMnTEE 

The Committee would like to be informed of the specific action 
taken by the D.C. (S.S.I.) and State Directors of Industries in the 
matter. 

Recommendation (Serial No. 34, Para 49) 

On the basis of the data avai~ble, the Committee can only infer 
that under the present procedure, the distribution of non-ferrous 
metals among the States has not been equitable. The Committee 
hope that such discrimination wou.ld be removed without delay 'by 
introduction of a uniform BJlStem for the a.Uocation of scarce raw 
materials to aU industrial units on the basis of priorities of end
product' ancl AI_ment of C4pacitie,. 

RJIoLY 01' 'l'HI: GoVDlfMllNT 

'l'he Development CommisSioner (Small Scale Industries) has 
completed the asaeument of capacities of non-ferrous metals using 
small scale units. The raults of the survey have been accepted by 
the State Directors of Industdes. Allocations will thereafter be 
made on the basis of the results of the survey. 

(Ministry of Industrial Dev. and Company Affairs O.M. No. 
5 (3) /66-SS1 (C) dated 19-12-1966 and D.O. of et1en number dated 
1st August, 198'7.) 
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Recommendation (Serial No. 37, Para 51) 

The Committee would like to recall that the development of 
metal working and machinery industries is the most significant 
aspect of small industry development in recent years. They feel that 
the scope for the further dC1,elopment of the small scale sector in 
these particular branches of industry is enormous and Jwpe that the 
necessary facilities in this clrirection wilt be provided by e'll8uring 
adequate supply of basic raw materials .. viz., steel. 

The Committee are struck by the anomalous situation where on 
the one hand the small scale industries are starved of essential raW 
materials like iron and steel, on the other the steel plants particularly 
those in the public sector are reported to be having difficulties in 
working to fuLl capacity in the absence of firm orders from cus
tomers. The Committee cannot appreciate why procedural hurdle& 
should be allowed to come in the way of working out the require
ments oJ the small scale industries for steel and in placing a firm 
demand on the Joint Plant Committee. They also see no reason 
why the Central Small Industries Organisation should not have 
been able to present an integrated picture on behalf of all the States 
before the Joint Plant Committee so as to facilitate the manufactur
ing programme for items of iron and steel suited to the require
ments of small scale industries sector. As regards distribution, the 
Committee have no doubt that suitable arrangements can be 
worked out by the Directors of Small Scale Industries of States. wllo 
are already running Raw Material Depots for distribution of sca"ce 
raw materials to smaU scale industries. 

REPLY OF THE GOVERNMENT 

The small scale sector is facing scarcity of thinner gauges of 
B. P. sheets and all categories of G.P. sheets. The surplus capacity 
in the steel plants is for rails and similar other Uems not much in 
·demand in the small scale sector. 

The CSIO has been placing an integrated picture on behalf of 
the small scale sector before the Joint plant Committee through the 
Iron & Steel Controlll!r. But in view of the limited production 
capacity of the items in h4gh demand in the sector, scarcity is being 
felt from time to time. 

The recommendation of the Estimates Committee so far as distri-
bution of t~ raw materials from raw materials depots is ron-
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.cemed, is already being implemented . 

. " ; ~ -
• (M\~istT'll. oj I~1A-V~rial L?ev. and Compan~ Alq.irs O.M. No • 
.5(3)/66-S~HC), date~ 19,:12,:1966. and D.O. off eve~ number d4ted 
1st August, 19671. . . . .. 

Recommendation (Serial No. 39, P.ra. ") 
, >.,', .'" 

The Committee are surprised to note that although alwcations of 
..acarce raw materials to ler:rge scale units aTe made on the basis of 
their production capacities, there are no effective arrangements to 
4Scertain whether these units actually utillse their allocations for 
production purposes. This is a serious lacuna as it penn.its U1l.8C"'PU-
lotLS parties to obtain higher allOCations by inflating their production 
figures~ possibility that has been accepted during official evidence. 
''l?te fact that in general small scale units meet their requirement. of 
.scarce raw materials, either partially or even aubstannallll .ome
times, frOm the open market allo confirms thi8 apprehension. 

The Committee consider that there is no ;ustijication for permit
ting a situation where some large scale units find it possible to 
obtain raw material allotments in erees, of their real needs while 
6 vast number of small units are faced with the grave problems 01 
idle capacity because of inadequate a.nd decreasing supplies of the 
.ca.rce raw materials. 

The Committee need hardly emphasise that the prevalent open 
market in scarce raw materials is not only an unmixed evil in itse.lf, 
but is also a sad reflection on the ineffectiveness and inadequacy 01 
the existing arrangement, for checking the utilisation of the,e mate
rials in both the large and small aecten". 

The Committee need hardly stre" that ,earce raw material., 
obtained at considerable expense of foreign exchange, should be 
propeily utilised to susta(n the indu.rtri41 Umpo Of the country and 
to produce goods at competitive coat; particu.ld.rly, in the !man .caZe 
secten'. . The Committee believe that following two recommendations 
of the Lokanathan Committee, would go a long 'Way towcwds ensuT
ing that the raw material aUocatiom are, in fact, utilised by t7le 
.aUotteh and t&Ot sold in the open markets 

<a> annual inspection of all industrial unit, in both the large 
Beale and the small .cq.le ,ector, according to a uniform 
procedure drawn up jointly by the Directorate General of 
Technkal Development and the CentTal SmaU 17Ulust1ie' 
Orgcz~. "'" 

2794(aii) LS-3. 
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(b) random checking up of a few large and small Bcale units. 

by Central Tea,"" consisting of representatives Of the 
Director-General Technical Development and the C.S.I.O. 

The Committee, would therefore, urge that immediate steps should: 
be taken to Bet an effective machinery for inspeotion of utilisa-
tion of scarce materiaZ, on these lines. 

Rl:PLy 01' THE GoVERNMENT 

The Government have accepted the principle underlying the-
recommendations. of the Lokanathan Committee regarding inspec-
tion of utilisation of scarce raw materials by small scale and sche-
duled units. It is proposed to make a beginning in this direction~ 
though it may not be possible to visit each of the units once a year-
till the staff is sufficiently strengthened. 

[Ministry of Industrial Dev. and Company Affairs O.M. No_ 
5 (3) /66-SS1 (C) dated 19-12-1966 and D.O. Of even number datec:f. 
1st August, 1967]. 

Recommendation (Serial No. 40, Para 54) 

The Committee WOUld, like to suggest that particulars of alloca
tions of scarce raw materials to aU units, whether large Or smaIl~ 
should be regularly published and suitably displayed at the offices 
of the CSIO, the State Directorates Of Industries and District Indus
tries Offices, Small Industries Service Institutes, etc., as i.~ clone by the
Director of Industries, Delhi. They feel that such publicity would act 
as a solutary check on malpractices relating to the allocation and uti-
lization of Bcarce raw materials. 

REPLY OF THE GOVERNMENT 

Some State Directors are already giving publicity to the alloca-
tions of SCBrce raw materials through their journals where they are-
published and circulated. Attention of all State Governments has 
been drawn to this recommendation for implementation. 

[Ministry of Industrial Dev. and Company AffaiTs O.M. No~ 
5 (3) /66-551 (C) dated 19-12-1966 and D.O. Of even number dated 
1st August, 1967]. 

COMMENTS OF THE COMMIT'I'I!E 

The Committee would like to be informed about the action taken 
to publish th'e allocations of scarce raw materials by the C.S.1.Os 
and S.I.S.Is. 
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Recommendation (Serial No.4!, Pan 55) 

• Considering that the shortages of scarce raw ma.teriala are likelll 
fo persist for quite some time the Committee feel that to check the 
further aggravaticm of these shortages as also of the concommitant 
problem of idle capacities in the small seale sector, it is neceBBarv to 
discourage the setting up of new units requiring scarce raw 
m4teriau. 

The Committee note that Government have been t11Jing to se(.'Ure 
foreign loam for meeting the maintenance requirements of indust1'y. 
The Committee hope that with the grcmt of loans and reswmption of 
aid by the United States etc., it may be posBible to ease the pOsition 
regarding import of Taw materials and spares for maintenance. The 
Committee would like Government to ensure that the existing units 
in the Small Scale Industries are provided edaquate supplies of raw 
material and that entrepreneurs intending to set up new small scale 
units u.sing scarce raw material are provided definite information 
about the scarce availability of such material. The Committee also 
suggest that SCIO may devise suitable procedure to be followed in 
all States, so that prospective entrepreneur are dissuaded from 
starting new units in cases where the existing capacities in the 
small scale sector are not su'bstantially utilised because of inadeqwlte 
suppUes of Taw 'materials. 

The Committee would also like to suggest that the Central SrnaU 
Industries Organisation and the State Di1'ectorates of Indt£8tries 
should provide positive incentives to encourage the eBtablishment 
Of small Bcale unita in industries where the raw materials are indi
genOUSly available in adequate quantities. 

REPLY OF THE GoVERNMENT 

A list of industries in which applications for setting up new units 
may be discouraged has been circulated to all State Directors of 
Industries. In view of the recent import liberalisation and other 
consequent measures, the position has been considerably altered. 
A list of priority in!iustries from the national point of view is now 
avaUable. Intrepreneurs setting up units .in the non-priority indus-
tries are 'being appraised of the difticult foreign 'exchange situation 
and are being dissuaded from setting up the units. 

The CSIO and the State Directors have always been encouraging 
the 'eStablishment of small scale unJts with indigenously available 
raw materials. 

[MinistTS/ of Industrial Dev. and Company Affairs O.M. No. 
5 (3) /66-SSI (C) dated 19-12-1966 and D.O. of even number dated 
bt August, 1967]. 



28' 

ReeomnteDcnlflon (8erilt No. 43, Para 59)" 
• 

The Committee note that in m.a.ny States the amoutlts amall" 
disbursed to small scak industries under the State Aid to Indttstriea 
Act are likely to fall considerably short of the provision mMoe in 
this behalf in the Third Five Year Plan. As the coordination Of the 
State Aid" to Industries Scheme is the responsibility of the Central' 
Government which also supplies 2/3rds of the amount earmarked for 
purpose~ of advances in each State ami !]WeB subsidy to covet the 
differen.ce between. the nortnel rGte and' conaesBional rate of i'l'lterftt', 
the Committee S'ttggest that the Ceft.t'Nll Govemment/Centr.Gil Small 
Industries Organi8ation: stumtd til'ke positive m.eI1~s; tb~f!l and 
to seCure the rem.oval of the cawes /07' ~Jae Ut\B<lttlfootory progre81 
of the scheme in St4tes such as Ra;asthan, Biha1, Mysore, Madhya 
Pradesh, etc. so that the devtlopment of smaU scale industries 18 
carr\ed on in each State accdftliftg to the programme. 

REPLy 01' 'l'HE GoVI:RNMZNT 

The r~endation' of th& COMmittee- has. beeJi JIOt .. :t Suit .. 
able' liction will be taken. m., at the. tUne of Annual Plan discus ... 
sions, the State Governments representatives will be persuadt.d 
to increase the proVUribft. 

[Ministry of Industrial Dev. & Company Affhi~ D.N!: Nb. 5(3)/ 
66-SSr (C) dated 19-12-1966 and D.O. ot et>en numb.. ~d list 
August 196'7. 

Recommendation (Serial No. 44, Para 60) 

The Committee feel that both aa 1'eflO'l'd8 the number of small 
.cale units assisted and the total amount of loans disbursed to such 
unit. the performance of the State Financial' Corporations has not 
been impre8Siv~. They also consider it Uft.jor.iunate tJuR the State 
Financial Corpor4t1ioos should Mue develope4 fl vrejet:8fUl8 /Of' inuest
ing their funds in 15M medium· scale u.tMts 4'ItCt to the bifger a.mong 
the small scale units, with the result that the Teany sman units, 
which need institutioftat m-edit m.oet, 0'1'8 I-tt to f1e'lUi jor ~eZve«. 

The Committee suggert that a ~ffc portion' ~ the ftnanee 
available with each State Financial C01'POTC1tion should be earmarked 
for the small scale ~ctor. The Corporatiom shoUld abo 'be given 
clem- imtructions to Jiberatise their p"'ocethwe, and CII.t dow", un-
neeeftMy fonn.oU~B. and induced to edopt II clev.lopmentai OI'tloOk 
towards small scale industries. 

Government may also consider the feasibility of chaftneCising lomu 
to small scale tndustrie, through the State S'malllndwtrie, Corpora
tions who crre fully acquainted with the requi,.ements of this seCf'M'. 
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REPLY OF THE GoVERNMENT 

This·hasbeen brought to the notice of the Reserve Bank of India. 

There are various institutions catering to the financial require-
ments of small industrial units. These include State Directorates of 
Industries for loans under the State Aid to Industries Act, State 
Financial Corporations, State Bank of India, Commercial Banks, Co-
operative Banks etc. It is, therefore, not considered desirable to 
channelize all loans through the S.S.I. Corporation. 

(Ministry of Industrial Dev. and Company Affairs O.M. Nc 
5 (3) /66-SS1 (C) dated 19-12-1006 and D.O. of even number dated 
1st August, 1967]. 

CoMMENTS OF THE COMMITTEE 

The Committee would like to be informed about the views of 
the R.B.I. 

Recommendation (Serial No. 45, Para 61) 

The Committee are happy to note that short-term credit advanc~8 
to small scale industries .by the State Bank have increa3ed from 
Rs. 11 lakhs in 1959 to Rs. 44.96 crores in March 1965. The Committee 
also like to pu.t on record the general qppreciation erpres$ed by the 
Im4lZ SC4le itwiustrles, 0/ the. fina.ncial help ren£ieredby the State 
Bcmk oflndMI. They hope that the Bcmk will be .able to, progressively 
increcue the volutIU of its asris.ta.nce .to the· small scale sector con
mering the sector's .. growing credit and cre~ worthliness nuch. 

Rzpx.Y OF THE GOVERNMENT 

The '-reeommetldatJion ,of, the ~tee .-a88 hem, noted. ·This 
llu:tDeerl'conft1ed to thetsta&e Bank-of India. 

'[Mifrimoy jof ltad~l -Dev. 4ttd -Company .Affairs·o.M . .No. 
5 (3) /66-8SI (C) dated 19-12-1966 and D.O. of ~~n nUMberdil.ted 

'1st,·August, '11967]. 

Becommehdation (Serial No. 441, Para--62) 

The Committee note that out of the 42 companies floated under 
the Orissa Scheme during 1957-61, omy31 heme been in production 

,.mce ~96142 ,1fttn' 'Which ,!tHN· ftO'fteW ~. ,uve 'been·.tarted 
tAII'.Mr ·thuBCheme. hrCber,. Q~ 30 of· the ,42 eo1J1.P4nie. iuz4 

• be4M esMbHlhed d~ l-957-~·.59,·eOM·'n-the ya:r,U62 .. 63.oo1y 16com
panies earned profit. Keeping these factll in view, the COCI.mittee 
con.siderthat the Orissa experiment in State participation in equit!J 
capitlal of .mall SCGle units cannot be claimed to be a llUCCeas. 
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The Committee are Of the view that the billie deject of the Oris.Ja 
Scheme lies in the very high percentage of State participatiOn in the 
:share capital which tends to leave little incentive fOT the entrepreneur 
to run the indU&try with driue and imagination. The Committee 
jeel, moreover, that with the State contributing Il8 much as 90 ~ 
cent of the initial capital, the possibility of the scheme attracting 
spuriOtLS entrepreneurs who may manage to go into liquidation after 
obtaining the funds from the Government cannot be ruled out. The 
scheme also leaves scope fOT political and personal patronage. From 
the performance of the companies started with Government participa
tion in Orissa, the. Committee apprehend tha.t in many cases the 
entrepreneurs might not have 'been properly .elected. 

The Committee consider that the entrepreneur's stake in the small 
scale unit should not be unduly reduced so that the urge' for keeping 
the unit solvent and efficient is not diminished. 

REPLY OF THE GoVERNMENT 

The recommendation of the Committee has been noted. This re-
commendation has been communicated to the Govt. of Orissa. It 
may, however, be pointed out that the pilot project scheme was 
started in Orissa as a 'demonstration' scheme to persuade prospec-
tive entrepreneurs to set up units and demonstrate to others about 
the feasibility of runnmg such units in Orissa. The scheme has, 
therefore, been discontinued after some time when the State Govt. 
felt that necessary climate has been created. The State Govt. now 
welcome private entrepreneurs to set up small scale units. 

In the Ministry of Commerce and Industries Circular letter 
No. 6-SSI(B) (17) /60, dated 20th February, 1961, (Appendix III) 
the State Governments were advised that the State participation 
should not exceed 50 per cent. of the total share capital with a ceil-
ing of Rs. 1 lakh. 

[Ministry of Industrial Dev. and COmpany' Affairs O;M. No. 
5 (3) /66-8S1 (C) dated 19-12-1966 and D.O. Of even number dated 
1st August, 1967]. 

Recommendation (Serial No. 47, Para 62) 

There should be ,.egular arrangements fOT the inspection of the 
units concerned to ensure that the funds made available to them by 
the !ta.te are properly utilised fOT the purpose for which they ttre 
given . 

.... 

Though the Mah.arlllhtra scheme of Government participation .n 
equitll ,"flfeR appears to be an improvement on the Orissa scheme, 
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:the CommIttee would like the CentTaI 81'714l1 lndu.strles Qrganisa-

• -tion to take an active interest in the opet'Qtion of such ,eMma keep
:ing in mew the experience of OrUsa State and give appropriate 
_guidance and advice to the concerned State agencies. 

RBPLY or THE GOVERNMENT 

This recommendation has been brought to the notice of the State 
'Governments. The CSIO will watch the experiment in Maharash-
tra State. After it makes some progress, it would be evaluated 10 

-that suitable guidelines might be provided for other States. 
[Ministry of Industrial Dev. and Company Affairs O.M. No. 

'5 (3) /66-SS1 (C) dated 19-12-1966 and D.O. Of even number dated 
1st August, 1967]. 

Recommendation (Serial No. 48, Para 65) 

The Committee are unhappy to note that the role of the commer
cial 'banks in meeting the credit needs of smatI Bcale industries hal 
been not only negllgible but has been showing, in ,.elattve terms, a 
tendency to become smoller in recent years. The Committee are 
particularly distrelled to find that even the Credit Guarantee Scheme 
of the Reserve Bank has h4d little success, 80 far, in inducing the 
'Commercial 'banks to provide greater C7'ed.it assistance to small .cale 
'industries J 

The Committee need hardly stress that an adequate supply of 
bank C7'edit is a pre1'equisite for the steady fl"owth of the .mall Bcal, 
sector. They would, therefore, suggest that early steps be taken to 
induce commercial banks to make a fl"eater contribution towards 
·meeting the credit requirements of small Bcale industries. 

In particular, the Committee would like the Government to 
consider the fearibility of modifying and liberalising the Credit 
-Guarantee Scheme of the Reserve Bank 80 as to induce a larger num
oer of commercial banks to utilise tne scheme. 

REPLY OF THE GOVERNMENT 

The commercial banks have been covering under the credit 
-guarantee scheme only marginal cases unlike the State Bank which 
made it a practice to cover aU its loans to eligible small scale units, 
it, thus, prima facie, seems that the Credit Guarantee Scheme has 
not had the desired success. But in tact, the scheme has given the 
necessary confidence to commercial banks to increase the volume of 
their business with small scale units. This recom.m.endatioD has how· 

.. ever been brought to the notice of the Reserve Bank for necessary 
;:action, The working of the Credit Guarantee Scheme hall recently 
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been reviewed and its scope and coverage have been considerabl" 
increased. Details, in this regard, are attached (Appendix-IV). 

The recotnmendation of theE~timates Com:rntttee 1s noted and' 
possibility of further liberalising and extending the Credit Guaran-
tee Scheme is being explored. 

[Minist1'1/ oj Industrial Dev. & Company Affairs O.M. No. 5(3)/ 
~-SSI (C) dated 19-12-1966 and D.O, of even number dated 1st' 
August, 1967], 

COMMENTS OF THE COMMI'l"l'EE 

The Committee would like to be' informed of the progress made-
in further liberalising and extending Credit Guarantee Scheme. 

Recommendation (Serial No. 49, Para 65) 

The Committee are surprised to find that altho1tgh the Maha
TashtrCl Scheme of credit guarantee to selected banks in rsepect of 

, loans, gramedto small scale indU3tr:ie~" has b,e~m. ,in op~ation since 
Sept~mb~rl963, '" late,as November, 1965~ theM,~i8try and. t!J,e Cen
tral S1f'I411 Industries Organisati0rt hap" no,~ been (J.b~ tpget adequate' 
i".1oTm<ttion about the scheme. The Comlnittee 'Would like the Cen
tral S1f'I411 Industries Organisation to closely study the w()Tking of 
the scheme, consider whether any improvements could be made, and. 
commend the beneficial' features of the s~heme to other Sttite Gov-
emment8 'Jor aCioption 'by them. 

RBPI..T OJ' TIm GOVERNMENT 

The'~ State Schetne )bfereddt;~ai'aI\b!e"'Was "AlvaU:" 
'able. with tbe D.C (Sal)· It ~ re~t~ ~atJ~e, ~oJl'On this 
sUbject was,not:lUbmltted in ~,Jp ~~tea ~oIIU¥lfttee~.,The' 
,tnfwmation has since been circulated to all States for their infor-
mation. 

[Ministry 01 .1~usmatD~v.and Company Affairs O.M. No. 
5(3) /66-5S1 (C) dated 19-12-1966 and D.O. Of even number dated 
lstAugust, 1967]. 

\ « : "_' • ,J._ '. t • • l:~ I • 

Rec:O"MN"'ldation (Serial No.' 50, Para 66) 

'the Comw~' 1*1 'that the 'sett!ngupof a high leuel ~ert 
d1mmtffiretosugoert;efectwe tDay. to"~t 'the ~4it'''''edao1 the 
'~ll' scale "dCtbr" is' t01ag,' Ove1'due. They woUld like the Gbo~meftt 
"to, let Up ~"a Committ'e without;delay.o that WMtet1er'~ge. 
C~~the '~! BtlIt~, 'inC~"g the ct'edtion 01 a "~~l '7&1-
r.:tutiOn'to cater e:cCltUioely "to the '+leeds Of ~n IttIle Ifffiw; aNt-
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ionaideTed neceuary. can be made fully operative at an ea"l~ 'tag" 
of the Fourth Plan. 

The Committee hope' th4t 'Govehimkt would work out a well
,coordinated and practical scheme to give effect to their proposal to 
aet apartRs. 10 crores for purposes of advancing loans to techniCIan 
entrepreneurs. 

REPLY OF THE GoVERN'MIlNT 

This recommendation of the EBtimates Committee was plaeed be-
fore the 24th meeting of the SS! Board. The Board unanimously' 
recommended that a sepanrte institution might be setup at the Cen-
tre to eater to the financial needs of small scale units exclusively. 
The Ministry of Finance to whom this recommendation of the SSI 
Board has been referred feel that in view of the existing ftnaneial 
institutions viz., the State Finandal C6rporatlons,' the 'State Indus-
trial Development Corporations etc. caterdngto the needs of the 

, small' scale industries, and the progress already made by them vide 
statement attached (Appendix-V) the time is not opportune for 
the setting up of a separate institution for financing small scale, 
units exclusively. 'ACOtmntttee as ~ded will be set up to 
suggest effective ways to meet the credit needs of the small scale 

'sector. 
A~Suiia'ble'SCheme'~n '1)e' araWn up md'pU~ befote'the:ssr 

'BOard ils se:;Oit''aS''theScliem.es fbr'theIV F1~YearPlanerelna
Used. The'reeoiiUriendAt'IOns of the' !lsti1nltes Cotninittee will be 
1iome"ln ilifiicr.wnne ~ formU1~ftru!'~. 

'[Min~t?itI.' of IndUBtrial);>et7.an~" CompanJi Affairs OM. No. 
, 5(~) /66-SSHC) dated 1~12-1966 and D.O. Of even nuri1.ber 'dated' 

1st Augwt. 1967]. 

'·C"o~ dr''M~~ 

:~;·caftlitiift'ee.~ouJd"~ fi)~~..a·'Of'tturRtitm''tderl'' 1'8-' 
, ': ~it the~ il!fttftg 'Up' of'lhe"~ 'eofltnUttee. 



CHAPTER HI 

"RECOMMENDATIONS WHICH THE COMMITrEE DO NOT WANT 
TO PURSUE IN VIEW OF GOVERNMENT'S l..EPLY 

Recommendation (Serial No.2, Para I) 

The Committee appreciate the significant contributiona of the 
·.,mall scale sector to the creation of new employment and to the totaL 
industrial production of the countTy. The Committee therefore wish 
to stress that proper development of this sector 'With the gradual in
troduction of modern technology and standardi!ation, is crUCial for 
4Ccelerating the industrial and economic progress of the country and 
for providing b7'OCl481' and economically and socially more ;ustifiable 
industrial 'base. The Committee further feel that the sphere of 
activity between the small scale and large scale sector should be 
dearly demarcated. 

REPLY OF THE GoVJ:RNMENT 

The small scale sector has made considerable progress during the 
last 10 years and many small industrial units are in a position to un-
,dertake the production of highly-sophisticated, precision items and 
. compete with large scale units producing similar items. The recent 
decision to revise the definition of small scale units, namely, to 
raise the fixed investment cellin.g of a small scale unit from Rs. 5 
lakhs including land and building to Rs. 7.5 lakhs exeluding land and 
buildings will further facilitate development. The recent measures 
of liberalization of imports are also intended to improve the competi-
tive position of the small scale units. In view of this, it is hope that the 
distinction between large scale and small scale sectors would gradually 
narrow down and that industrialists will be able to choose the size of 
their unit entirely on the economic criteria. Under these circumstan-
ces, the demarcation of spheres- between large scale and small scale 
sectors may not be wholly advantageous to the latter, since it may act 
as a barrier against the eX1pBnsion and growth of capable small scale 
units. Meanwhile, certain industries has been generally reserved for 
development with small scale sector and that reservation continues 
and is reviewed from time to time. 

[Ministry of Industrial De'/). and Company Affair. O.M. No. 
5 (3) /66-551 (C) dated 19-12-1966 and D.O. of even number dated 
1st August. 1967]. 
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ReeommeadatiOil (Serial No, 7, Pan 15) 
The Committee recommend that in the conte~ of the grotoing 

-need for na.tional .el!-reli4nce, the Small Scale Indu8trie. Boa,.d 
.1wuld conatitute Standing Committees to review, and B'Ugg~st ap-
propriate ways and means for increasing the contribution of the 
.small .cale sector to (1) Defence reqUirements, (2) Production of 
Agricultural inputs like improved agricultural implements, (3) Ex-
ports and (4) Import substitution. 

The Committee would also like to suggest the constitution of a 
Standi.ng Committee on Industrial Estates since, as pointed out in 
Chapter VI, the Industrial Estates Programmes does not ,eem to 
have made much he..adwa1l. 

REPLY OF THE GOVERNMENT 

The Small Scale Industries Board has now three Standing Com-
mittees, viz., (i) Raw Materials, (if) Ancillary Industries, and (iii) 
Credit Facilities. It is proposed to constitute two more Standing 
Committees, viz. (i) Export Promotion and (li) Industrial Co-ope-
l'ativEl8. Besides these Standing Committees of the Board, the 
DC (SSI) has set up panels for advising him on the development of 
various industries in the small scale sector. A panel on Electronics, 
Machine Tools, Agricultural implements, Ceramics, Plastics and 
Organic Chemicals Industries have been. set up. These panels wllI 
bring together representatives of large and small scale industTips, 
besides Government Officers, to plan the development of the res-
pective industries in the small scale sector. The panels consist of 
specialists in the ditlerent fields, and are thus in a position to advise 
the Development Commissioner about the scope of further d'welop-
ment in their respective fields of specialisation. The work relating 

. to defence requirements and import substitution is actually being 
looked after by the Ancillary Standing Committee and Raw Mate-
rial Standing Committee. It is felt that separate standing com-
mittees on defence requirements, agricultural implements and im-
port substitution are not required since the type of work envisaged 
by the Estimates Committee for these standing committees is already 
being attended to by similar other committees. Since matter!'! relat-
ing to industrial estates, viz. supply of raw materiaLs, finance, etc. 
are already being dealt with by separate functional Standing Com-
mittees, it is felt that a separate Standing Committee on Industrial 
Estates would not serve any additional useful purpose. 

[Mint.try of IndU8trial De'l1. and Company Affairs O.M. No. 
S (3) /66-881 (C) dated 19-12-1966 and D.O. Of even number dated 
1st August, 1967]. 
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Reconim~ndation (Serial 'No. 14,P1ira 26) 

The Committee feel that the powers of Development Com.miSS'ioncr 
JOT the proper development ot smart scale indtL8try a.re not at par with 
those enjoyed 'by the Director-General of Technical Development in. 
respect of large scale industry. The Committee would like Gove'rn
ment to remove all such handicaps which come in the way Of Deve
lopment Commissioner performing his duties efficiently in respect of 
.mall scale industries. 

REPLY OF THE GOVERNMmT 

The DGTD has the same position in relation to large scale in-
dustries as the State Directors of Industries have in relation to small 
scale industries. The DGTD does not enjoy any Special statutory 
powers which the DC (SSI) does not have. DGTD is the sponsor-
ing authority for foreign exchange allocation to large scale indus-
tries, but the DC (SSI) docs not have such powers since that is the 
work of the State Directors of Industries, the allocation work be-
ing dccentralised in this case. 

[Ministry of Industrial Dev. 'and Company Affairs O.M. No. 
5 (3) /00-8S1 (C) 'dated 19-12-1966 cvnd D.O. Of even ttumber dated 
1st August, 1967]. 

"RecommendatiGn (Serial, No. 18, ~P .... , 29) 

The Committee would like to see closer coordination a.nd coope.. 
ration between the Small Industries Service InStitutes' and Directo-
rates oj Industries in the States. 'They ttre 'gtad' to' 'flute that the' 
need for pooWng together the tes01lrces' of 'the 'tWD' orga1l.i8'I!ti&ns is', 
Tecognised. In view of the' fact that' 'I'ttOstSttl.te Di'l'~tOtMe8'do 
not have an adequate organi.!a&n1or inspectiOn, the· C'c!Iom.Wtllttee 
would like the Union GoveTnment to conBtder 'lO'k~her the Small' 
Indtutries Service Institutes could h-elp'them 'm ~'i1'Mpec-, 
tions of small scale units fOT as$essment of l'1'oci'\LCtionrapttcity, 
necessity and utilisation of raw mate"ials~tc. till S'Uch'·'time 'M'the-
Directorates are themselves suitablysttengthened for the pu"pI'>se. 

'"1bPLY ()\I''TIIII'Go~ 

The' existing staff of the Small Industries SerVice Institutes is 
inadequate even to meet the demands of small industrialists for In-
dustrial exrtension work. The staff of the' SISI are teChhica}'lldvis-
era to small scaae industrialists and have to establish their 1'@pQta-
tion as ad*i~s by infusing con'ftdence in "the s1Dallindu'tHr'lalists 
ilbouttheir :reliabilUy lind technkal('Ottlp~nce. Ifthese·~n. 
undertake inspection of utilisation of raw material also. it il~·feared: 
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this. ~ would. ~ ~dermined and. would. effect ~eir, pn-
VW'6' role 8$. tecbm~ a4vi~. MDreover, inspection is pdmaril, 
the r~nt.ib~Uty of tlw S"-te Director,ates of IndJ1Stries an4 thQy 
will have, to. strengtj)en thtm' sUijf to. rn~t tbe additional demand. 

[,MiniBtTy of Ind~triGI D~v. a1l4 Company Affairs 0.14. No. 
S (3) I~SI (C) dAted 19-1~1966 and D.O. oJ even nurpber dated 
1st August, 1967]. 

Reeenunenciatioll (SeriaJ No, 3S, Para 50) 

The Committee note that the 817mn Bcale lector', annual capacity 
JOT aLmmnJum has been estimated at 10,369 metric tonnes in 1963. As 

·agpin.-t this, the allocations of aluminium made to the sector in 
19M-Wi totalled only 2,191 metric tonnes, Further, while the n.on
ferrous meta.l.s requirements of small seale wire-drawing plants have 
been placed at 39,000 tons, only 5,500 ton, of aluminium wire rOell 
were allotted to these units for the half-year ending March, 1964. 

The Committee consider toot out of the non-ferrous metals, alu. 
minium is of spedal importance i,n. view of its growing indigenom 
production, its versatility and possibilities of being used all a substi
tute for imported copper and· zin.c. They arc ~. to find that 
although. smaU scale units are prepared to switch over to aluminium 
the share of this metal aUotted to them faUs much short of their 
req",irements. They consider it parttcularly unfortunate that even 
the existing users of aluminium in th~ small scale sector should 1lnd 
their very existence threatened because of the failure of the large 
scale producers of aluminium to supply requisite quantity to them. 

The Committee need hardly stress that the present IitU4tion calZs 
for intensive efforts to replace imported raw materials by al1nni-
niu.m wherever possible. It is obviOUS, however, that it small Bcale 
'1Lnits are expected to mtnimise the use of the imported raw mat.<!-
rials, substitute raw material, 'should be made available to them in 
'adequate quantities. The Committee, therefore, urge that Gove,,,," 
ment should take immediate ,teps to augmen.t the aupplll at alumi
nium to 'the small scale sector. The Committee leel that In st/.Ch IJ 
'Vital matter as providing adequate facilities for funer utilisatiOn of 
the installed capacity of small scale induatrial units any po!icy Mci
;lion should not be frustrated or n.u.llifled by admini8'trative kJpsa 

REPLY OF THIl ~ 

The recommendatiOll$ of the Committee have been noted. 'rhi. 
recommendation will' be implemented to the extent possible. How-
ever, it may be pointed out that It will not be po8Ilble to induce 
large scale units producing raw matelials/intermedi.te/~emponent. 
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to supply to small scale units fixed quantities at fixed prices unleu 
price and distribution control is introduced on those items. In the • 
present context of liberalisation of procedure and removal of control~ 
it may not be feasible to implement this recommendation fully. 

[Ministry of Industrial Dev. and Company Affairs O.M. No. 
5 (3) /66-SS1 (C) dated 19th December, 1966 and D.O. of even num-
ber dated 1st August, 1967]. 

Recommendation (Serial No. 36, Para 50) 

The Committee would alBa like the Government to take appro
pri4te measures to see that in all cases where small scale unit. pr0-
ducing end-products are dependent on large scale processing untu 
for obtaining their raw materia1.s or components, the latter are re· 
quired to set apart a. prescribed portion of their products for tht, 
small scale units at reasonalble prices. 

REPLY OF THlC GoVERNMENT 

Please see reply against S. No. 35 in Chapter II. 

Recommendation (Serial No. 38, Para 52) 

The Committee regret to observe that u.nder the exlsting arrange
ments the auction of non-ferrous scrap available with Governm.ent 
and semi-Gove'rnment undertakings is likely to lead to profiteering 
and black-marketing and has further aggrevated the difficulties ex
perienced by small scale ind1.L8tries in regard to the availability of 
scarce raw materials. 

The Committee consider that in view of the scarcity of non-fer
rous metala in the country and the consequential demand for the 
acrap of such metals by the small scale industries, there is need to 
ensure that the non-ferrous metal scrap is made a.vailable to the 
.mall units at reasonable prices. The Committee suggest that a 
8ubstantial portion of the scrap available with pwblic/departmentaI 
undertakings should be made (11,ailable to the State Directorates (If 
Industries or State Small Industries Corporation at reasonable price, 
lOT equitable distribution to the small scale industries having re· 
pard to the end-products manufactured by them and their capacities. 

REPLY 01' THE GOVERNMENT 

There is no price and distribution control over scrap-ferrous and 
non-ferrous Public sector undertakings which are commercial units 
wollJP Uke to sell their scrap at the maximum price that they clln 
,. in open auction and may not readily agree to make it available 
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to small scale unitQs at reasonable prices. The matter, however, i5-
beftlg further examined. 

[Ministry of IndUBtTial Dev. and Campa.ny Affa.irs O.M. No. 
5 (3) /66-SS1 (C) da.ted 19th December, 1966 and D.O. of even "urn-
beT da.ted lst August, 1967]. 

COMMENTS OF THE COMMIT'l'EE 

The Committee would like to be infonnedof the result of exa-
mination as and when it is over. 

Recommendation (Serial No. 42, P.ra 56) 

The Committee regret that no seriow attention was given to the 
implementation. of the Third Plan targets for copper, zinc, lead, 
aulphur, etc.' 

The Committee consider it e.rtremely unfortunate that the pro
duction achieved in copper is only 38.2 per cent of the target and· 
that India. continues to be largely dependent on imports for t1~i8 
important non,,-ferrous metal. They are also distressed to note that 
the projects for expansion of zinc and lead refining should not 1wme 
been completed within the Third Plan period. The only metal which 
could facilitate substitution is aluminium, but here again there has 
been a shortfan in the public sector plan for its manUfacture at 
Koyna. They note that Government have appointed a committee to 
take stock of the existing capacity fOr production of non-ferrou. 
metals and to suggest suitable measures for its augmentation and 
reorientation to meet the defence reqUirements. The Committee 
would suggest that Government should carefully review the poRition 
after taking into account the requirements particularly of defence 
and small scale industries and take neceIBary measures to ensure 
that the pro~tion targets in these key metals are reached in the 
.hortest possilble time so as to reduce dependence on import. and 
to save valuable foreign exchange. 

REPLY OF THE GoVERNMENT 

This recommendation has been brought to the notice of the Min-
istry of Mines and Metals and the MiJiistry of Supply and Technic .. l 
Development and Material Planning. The Ministry 01. Mines and 
Metals have stated that:-

1. The Third Plan target for production of aluminium wu 
88,000 tonnea and it is likely to be achieved during the 
current year. 

2. A. regards copper, every eftort i. being made for the .pee-
dy implementation and completion of the projects whose-
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pro~~, ~. been han,l'pered by the lack of. tec,hnical 
knowhow and required plant and'macpinery. ' 

3. Regarding zmc and. lead it may be st&ted. ~t the olnger-
taking. Q( the Metal Corporation of India Ltd. which own-
ed othe Zinc smE!\lter (under construction) a~ Udaipur, the 
lead smelters at Tandoo as also the Zawar mines was ac-
quired by the Central Goverrunent in October, 1965 as it 
was found that the Metal Corporation o£ India Ltd. waa 
nat in a position to complete the projeCt due to its finan-
cial difficulties. The Central Government have since 
then formed, in January, 1966, a Government company 
viz" th~ Hind\lstan Zinc Ltd. to run ~d manage the 
undertaking. The work on the project is now progres-
sing satisfactorily. The production. from the mi~ ia 
proposed to be expanded from present 500 tonnes per day 
to 2,00Q tonnes of ore per day. The zinc smelter is ex-
pected to go into production by the end of this year. Ex-
pansion of produc;tion from the lead smelter is also envis-
aged. 

[Ministry of Industrial Pev. and Comp(l.ny Affq.~r8 O.M. Np. 
'5(3)I66-SS1(C) dated 19th Decemb~, 1966 and D.O, of ev~. num":"" 
iber dated 1st August, 1~67]. 
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CHAPTER IV 

BECOMMENDATIONS IN RESPECT OF WHICH REPLIES HAVE 
NOT BEEN ACCEPTED BY THE COMMI'M'EE 

ReeGmmendation (Serial No. 11, Para. 21) 

'The Committee note that two 6-day sample studies Of the work
ing of the Head Office of the Development Commissione1', Small 
Scale Industries,conducted by the Staff Inspection Unit in Novem.
ber-December, 1964, have disclosed a su",Zus of as many as 58 hnnd. 
in the Organisation-most of them non-technical. The Committee 
-are, therefore, unable to appreciate the Ministry's contentiOn thllt 
-all the posts that have remained vacant for long periods in the Cen.-
:tral Small 'Industries Organisa~on are 'very necenary' for the ejfi-
lCient working of the Organi~ation. 

The Committee would like to recall in this connection the vi.ew 
<1/ the International Perspective Planning Team that at the Head
quarters of the Central Small InduBtries Organisation '·Supporting 
staff should be kept at the minimum ·consistent with the program
ming, co.ordination and control function which must be the respon
~ibilities of the Development Commissioner's Off/ce". The Com
mittee entirely agree with the above view of the International Pers
pective Planning Team. They would like to refer to Appendix III 
which shows that out of the 264 staff and officers at the Headquar
ters of the Central Small Industries Organisation as many as 201, 
including 19 gazetted officers, are engaged in purely administrative 
work. Again, in the Small1ndustries Service Institutes nearly half the 
strength is engaged in non· technical work. The Committee are con
vinced that the existence oi such a high proportion of non-technical 
elements is neither conducive to no?' nece,sary for, the ef!icienc1l of an 
organisation which is primarily mea'ltt to render technical a.sbt
anee and expert guidance to small scale industries. They feel that 
the Central Small Indmtries Organisation should be a compact 
body of technically competent leaders who haue first-~nd experi
ence of problems facing the small scale industries and can be of 
concrete assistance to the small entrepreneurs in resolving thefr 
problems. 

In the later Chapters of this Report (Parts I and II) the Com· 
mittee have pointed out the d~encies in the variotu programme. 
with which the Central Small Industries Organisation is concerned. 

41 
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The Committee feel that basically these deficiencies are attributab~' 
to the organisational weakness of the .central Small Industries Or· 
ganisation. They would, therefore, l'ike to stress the urgent and 
imperative. need of a critical review of the e:.ti4~ing . Qr9M-isatiQ~~~ 
And stafJ strength of the C.S.I.O. with a view to effect economy and 
improve its capacity to render effective assistance and guidance to' 
small scale units. They suggest that Government should set up a 
high--powered committee to undertake suc~ a review ~t. ,an early 
date so that the Central Small Industries OrganiB~ti01,l. -ts rid of un· 
necessary non-technical staff and equipped with ,gu~~ified and effi-
cient technical persons so. a8 to enable ~he prgani$atJion to discharge 
adequately its responsibilities during the .Fourth Plan perjQd. 

~ 

REPLY OF THE GOVERNMENT , ' ". 

Recommendations' of the Staff Inspection Unitbave been imple-. 
mente<:!. ,', I ... 

A statement showing the staff a\: headquart~rs .and the Institutes 
of the CSIO category-wise is, attached. .,,,Appendix, I). It will be. 
seen therefrom that at the Headquarters, there are 20 gazetted offi-
cers and 197 non-gazetted staff (144 Class III and 53 Class IV) in 
the General Administration Division. The non-gazetted staff shown· 
u.nder the General Services also serve the officers and sections in 
the Technical and Special~sts,.,services. The deW~ pf the 20 gazet-
ted officers of the Gener~ Administration DiviSion at the Head-
quarters are given in Appendix II. . It will be seen therefrom that 
these are very essentia.\ .£o,rattending 1.0 the work indicated against 
each. It may be mentioned that these officers attend not only to 
general administration of the headquarters but also .,0 such work re,., 
lating to the various Small Industries St!rvice Institu!es in the various 
States and Extension/Production Centres under them. They also do 
special work such as implementation of the recommendations of Com-. 
mittees, rural industrialization, Inspection of Institutes etc. for which 
it would not be correct to spare Technical persons. 

In respect of the Small Industries Service Institu-res also it will 
be seen tha.t there are only 23 gazetted oftlcers and 793 class III and 
650 Class IV staff in the General Administration'Division. The 
number of gaZetted officerS, namely 23. for 16 Small Industries Ser-
vice Institutes, 5 Branch Institutes and' 65 Extension/Production 
Centres is the. very minimum eqential for efficient management. 
As ~gards thenon-gqetted staff 'it wiJl be app1,'ecl~ that the 
number cannot be considered large, if the work entrusted to the 16 
~all Industries Service Institutes, 5 Branch Institutes and 65 
Extension/Production Centres under them spread over the country-" 
ia taken into account. . ,. 
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In view of tbeposiUon explained above, a review as IUgge8ted 
by the Estimates Committee, does not appear to be necesll81'Y. 

[MiftoistTy of Indmtrial Dev. & Company Affair. O.M. No.l(a)/ 
.8-881 (C) dated 19th December, 1966 p-68 D.O. of even. number datecl 
lit August, 1967]. 

COMMENTS OF THE COMMl'l'TBE 

Reply of Government is not convincing. Please see commenta 
in para 2 of Chapter I of the Report. 

Recommendation (Serial No. 21, Para. 33) 

The Committee note toot, during the Third Five Year Plan 
period, the progress ot expenditure on the small scale indmtries 
programmes in the different States has been determi.ned very large
ly by the quantum of Central assistance, in the torm 'of loans and 
grants, sanctioned to a State. FOT instance, in Mysore and Rajas
than 'where the percentage of Central assistance to the Plan outlay 
is relatively low (31.08 per cent and 37.2 per cent respectively). 
the percentage of short-fall iTt Plan expenditure is very high (63.82 
per cent and 58.61 per cent). On the other hand, in Madras, which has 
received central assistance to the extent of 89".71 per cent of its Plan 
outlay, there is not only no shortfall, but the actuaZ expenditure iB 
likely to exceed the Plan target by about 18.1 per cent. 

The Committee regret to note toot although the bulk ot the 
total expenditure on the States' small scale indusries programmes. 
during the Third Five Year Plan period, has been met through Cen
tral assistance to the States, the flow of Central assistance to the 
different State.~ has not been on a uniform rate with the result that 
there are great disparitles in the le1,eLor of actual expenditure for 
and actual development of .<:mall scale industries among the various 
States. The Committee fail to understand how the ratio of CentraZ 
assistance to different States tor the development of small Bcale in
dustries can vary '0 Widely. 

The Committee also con.~ider it highly unsatillfactory that there 
should be no clear relatiomhip or ratio between ·the Cent1'al almt
ance (loans and grants) a State gets and the contribution that it 
make, from its own resource. towards the development of .mall 
scale industries. They would like to cite a few concrete instances 
in this connection. Thus, in the cue of Bihar, Central Cl88istance 
covers only 32.34 per cent of the Plan outlay on .mall 8C4l.e indUII-
tries; tOhite for Madl'(J8 the percentage of Central a.smtance to the 
Plan outZoll is til highCl889.71 p'" cent. The corresponding flgurea 
for Wen Bengal and Andhl'a Pradah are 48.7 per cent and 49.78 
per cent respectively. 



'l'he Committee also ji.nd it difficult to appreciate why in the 
case of some States like Madras and Andhra, the percentage of 
grant in the total Central assistance should be considerably higher 
than in the case of some other States, sUch as Bihar, Gu;arat. Ma
dhya Pradesh and Ra;asthan. 

On an analysis of the data available, the Committee are con
strained to observe that the p1'esent procedure for the allocation of 
Central assistance to States has, in practice, worked to the disad-
vantage of the industrially leBs developed States like Bihar, Ra;aa-
than and Madhya PTadesh, inasmuch as they have not been given 
even their proportionate share in Central assistance and Central 
grants. 

REPLY OF THE GOVERNMENT 

The anomalies pointed out in this paragraph arise out of the pre· 
sent patterns of assistance from the Centre to the Sta.tes. This has 
been fully explained in the written notes as well as during oral evi-
dence before the Estimates Committee. 

To remedy the situation it will be necessary to review the pat-
terns of assistance on the lines suggested in the paragraph. Since this 
involves concurrence of the Ministry of Finance" Planning Com-
mission, these have been referred to them separately. The final deci-
sion,' when taken, will be communicated to the Estimates Committee. 

[MiniBfry of Industrial Dev. , Company AfJa.irs O.M. No. 5 (3) I 
fS6.SS1 (C) dated 19th December, 1966 and D.O. of even number date. 
1st August, 1967]. 

COMMENTS OF THE COMMITl'U 

The Committee are not satisfied with the reply of Government. 
Please see comments in para 6 of Chapter I of the Report. 

Recommendation (Serial No. 22, Para 33) 

}n. view of the many dr4'W'backB in the present p1'ocedure for 
allocation of Plan funds among the various States for the develop-
ment of .mall scale industries, the Committee would like to "rge 
its replacement by a more rational and equitable system, 11,hich 
would encourage the States to make a greater effort for the develop
ment of small .eale industries as also would contribute towards the 
bala"ced development Of the country by bringing up the industrial. 
ly ba.cktoard States to a highe1' level. 
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REPLY OF THE GoVERNMENT 

The anomalies pointed out in this paragraph arise out of the 
present patterns Of assis1ance from the Centre to the States. This 
has been fully explained in the written notes as well as during oral 
evidence before the Estimates Committee. 

To remedy the situation it willl be necessary to review the pat-
terns of assistance on the lines suggested in the paragraph. Since 
tlUs involves concurrence of the Ministry of Finance and Plannini 
Commission, these have been referred to them.. separately. The 
final decision, when 'taken, will be communicated to the Estimates 
Committee. 

[Minisiry of Industrial Dev. & Company Affairs O.M. No. 5(3)1 
66-881 (C) dated 19th December, 1966 and D.O. of even number dated 
1st August, 1967]. 

COMMENTS OF THE COMMITTEII: 

The Committee are not satisfied with the reply of Government. 
Please see comments in para 6 of Chapter I of the Report. 

Recemmenclation (Serial No. 23, Para 33) 

A p1'ogreasively!higher proportion of the expenditure on the .mall 
.ector .hould be borne by the State.. This is neceBlary not onZy to 
make the State. feel a real .take in the IUCceas of the va'l"iOul pro-
grammes for small .cale industriel, but also because in view of the 
many prelBing demand. on the Centre, it i. difficult to envisage anti 
.ubstantial increase in the quantum of Central (l8siltance to meet thl 
prowing neecb of the sman Bcale lector .. 

REPLY OF THE GOVERNMI!NT 

The anomalies pointed out in this paragraph arise out of the pre-
sent patterns of assistance from the Centre to the States. This has 
been fully explained in the written notes as well as during oral evi-
dence before the Estimates Committee. 

To remedy the situation it will be neceuary to review the patteI'Ill 
of assistance on the lines suggested in the paragraph. Since this in-
volves concurrence of the Miniatry of Finance" Planning Commis-
sion, these have been referred to them separatelY. The final deei8ion 
when taken, will be communicated to the Eatimates Committee. 

[MinilU'y of IndUltrial Dev. & Companu Atlai", O.M. No. 15 (3) I .... 
SSI (C) dGted 19-12·1966 and D.O. of eve-n number d4ted 1st Augurt. 
1967]. 



CoMMENTS or THE COMMI'l"l'U 

"The Conunittee are not satisfied with the reply of Government. • 
Please 'see eonunents in para 6 of Chapter 1.01 the Report. . L 

Recommendadoll' (Serial 'No. 24, . Para 33) 

-Central assistance to the States should be given 'invariably on a 
matching basi, to the contribution that each State makes from its 1ltDn 

, resou.rce, for the development programmes jor small Bcale ind148t1'ies. 
: However, to reduce the existing disparitie, in the levels of industrial 
.; deuet"pment, the proportion of Central Assistance should be higher 

in the case of leS8 developed States and of States with u.ntapped in
dwtrial potentialities than in the case of the other States. 

REPLY OF THE GOVERNMENir, ' 

The anomalies pointed out in this paragraph arise out of the pre-
sent patterns of assistance from the Centre to the States. This has 
been fully explained in the written notes as well as during oral evi-
dence before the Estimates Committee. " 

To remedy the situation it will be necessary to review the patterns 
of assistance on the lines suggested in the paragraph. Since this in-

" volves eoncurrence of the Ministry of Finance & Planning Commission. 
these have been referred to them separa1;e1y:..drhe ftnaldec:ision, when 

" "tOen, will be cOmJ'nunicated 1lo~Estimates Comnrlttee. 
[MiniBtry of Indu.stMl Dev. &: Company Affai't's O.M. No. 5(3)/66-
SSI (C) dated 19-12-1966 and D.O. of even numoerdated 1st Augu,t, 
1967]. ., . ~ 

COMMENTS OF THE COMMI'l"l'IZ 

The Committee are not satisfied with the reply of Government. 
Please see comments in para 6 of Chapter 'I Of the Report. 

~ ~", 

Recommendation ~rtal No. 25, Para 33) , , 

The division of Central assistance to each State into grantS and 
loans should be in acccrrdance with some deJinite criteria. Here again, 
it would be desi't'Q.ble to give due weightage to the Ie .. ' developed 

'States '0 that the element of grant'S'lI higher in their ClUe GB eompared to the mo't'e advanced' States. . " . "L, , 

REPLY or no: GOVUNMENT 

'. The anomalies pointed out in this paragraph arise O\lt of the pre-sent pattems of assistance from the Centre to the States. ,This haa 
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j)een fully explained in the written notes as well as during oral evi-
.dence before the Estimates Committee . 

To rezne4y the situation it will be necessary to review the patterns 
: :ofassi~ce on' the, llD.es . ~,uuested in, :~e paragt'8ph. Since this tn-
.volv~c<lQ~~ceof the MiJ:listry of .FU,wlce, ~ PlaJiUling t;:ommission, 
'thelle ~v~ been re~erred ~o them separately .. The fin~ll decision, wheR 
,18ketlJ :will' be. c~~r:nu,n~cated to > th~.,.~stimates Committee. 
I[Ministry of Industrial Dev. and Company Affair. O.M. No .. 5 (3) /66· 
SSI (C) dated 19-12-1966 and D.O. of even number dated 1st August, 
:1967].-

.: ... • i COMMENTS OF THE COMMIT1'EE 

.. The Committee are not satisded with the reply of Government. 
"Please see Comments 'in para 6 of Chapter I of the Report. 

Recommendation (Serial No. ZI, Para 33) 

To ~~ure .. t~,p'?:a~r. util~~tio~ t?f ,~la~. allQc~~i~ . f~r.~n Icale 
:,in~!l81:ie"the C~S:f.o,: 'h~u~¥.n4e.r~ake .. reSl¥la.~ a7J.d. !V~tematic eva
''J~ti<,>~ pJ" t1~eactUfLpr~g!e6~'~··~lI.t~e ~ig~rent States .~.n promo
ti~g $matl scale manUfacturing' aCtivity and give appropnate guidance 
:to each State. . . . , 

REPLY OF THE GOVERNMENT 

The anomalies pointed out in this paragraph a.riJe out of the pre-
. 'se~~.patterns ()~. assistanc~ f,rom the gentre to the ,States~, This hu 
I J:>een }ull~ expl~in¢ ~ the written notes as well as during oral evi-
,dencE! 'before the Estim.ates 'Commi~tee. 

'ro.rewedr the ~i~ation it will be necessary ~ ~evie", the, patterns 
of, a~i9t~t).ce 011 the ~fnes suggested in the paragraph. Since this in-
volves~oncurrence of tlie Ministry of Finance &: Planning Commission, 
these h'ave been refmect' to'them sepJirately. The flnal decision, when 
taken, will be communicated to the Estimates Committee. 

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5 (3) /66-
'SSI (C) dated 19-12-:1966 and D.O. of even number dated Itt August • 
.1967]. . ' ... - --~-.' .• "., 

COMMENTS OF THE COM'MITl'ltE 

The Committee are not satisfied with the reply of Government. 
Please see comments in para 7 of Chapter 1 of the Report. 



Recommendation (Serial No. 27, Para 33) 
c 

The Committee do not approve of the present practice whereuncte7"" 
the States are free to utilise the allocations for small scale industries; 
for the programmes of khadi and village industries, handloom, handi
crafts etc. 1.'he Committee recognise that khadi and village industries 
have an iml,ortant role in the present state of our economy, but that 
does not mean that they would be allowed to operate to the detriment 
of small scale industries. The smaU scale industries have a definite 
and distinct role to play in the industrial development of the country; 
and this role!, the Committee would like to stress is very different from 
that of the khadi and village industries. Thus, the Committee note 
that the small scale industries have made a significant contribution to· 
the diversification of the country's industrial production and the manu
facture of machinery and components and have potentialities of play
ing an important part in development of import substitution and sup
plying defence requirements and the khadi and the other village in
dustries are confined to certain traditional lines of production. Again, 
small scale industries programme aims at encouraging the small en
terpreneurs with limited capital to set up fully viable units, providing 
employment to skilled and semi-skilled workers, which can compete" 
largely on their own strength, with large scale industries; but the 
village industries are not expected to compete with other industries 
and require a large measure of subsidy and are often taken as mea
sures intended to provide self~mployed vocation to the large number 
of under-employed and unemployed TUral people-even On the basis' 
of part-time or periodical employment. 

Thus, to the e:ttent funds allocated jor the small indtLStries pro
grammes are diverted to the village Or traditional industries, there' 
is bound to he a slowing down of progress in all those impartant 
spheres whe-re only small Bcale industry can deliver the goods. The' 
Committee, therefore, suggest tllat, in future, the allocations ear
marked for small Bcale industries should not be utiliaed by the 
States for other purposes save in exceptional cases and that too only 
with prior approval of the Centre. 

REPLY OF THE GoVEllNMENT 

The anomalies pointed out in this paragraph arise out of the pre-
sent patterns of assistance from the Centre to the States. This has 
been fully explained in the written notes 88 well as during oral evi-
dence before the Estimates Committee. 

To remedy the situation it will be necessary to review the patterns-
of assistance on the lines suggested in the paragraph. Since this in-

.yolves concurrence of the Ministry of Finance & Planning Commission, 
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these have been referred to them separately. The final decision, when, 
taken, will be communicated to the Estimates Committee. 
[Ministry 0,( Indu.strial Dev. & Company Affairs O.M. No. 5 (3) /66-
SSI (C) dated 19-12-1966 and D.O. of even number dated 1st August, 
1967]. 

COMMENTS OF THE COMMITl'EE 

The Committee are not satisfied with the reply of Government. 
Please see comments in para 10 of Chapter I of the Report. 

NEW DELHI; 
Fe'b1'U4ry 20, 1968. 
Phalguna 1, 1889 (Saka} 

P. VENKATASUBBAIAH, 
Chairman, 

Eltimates Committee .. 
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APPENDIX 11 
(Vide page 42) 

Sta.tement showing the details of general Administrative Gazettec! 
Staff at Headquarters Otfice 

(I) Develt'pment Commissioner 

(2) Joint Dev. Commissioner 

(3) Director (Grade I) Shri P.M. 
Mathai' 

(4) Director (Grade II) Shri S.V. 
S. Sharma 

(5) Deputy Director (Admn.) 

(6) Deputy Director 

(7) Deputy Director 

(8) Deputy Director 

(9) Autt. Director (Admn.) 

(10) AIItt. Director (Admn). 

(II) Assn. Direc:tor(Gr. I) 

-I Head of the Central Small Indus-
tries Organisation. 

-I Second-in-command. Incharge 
of all Administrative and coor-
dination work at the Head-
quarters as well as in the field 
(States). 

-I Rural Industrialisation. 

-I Incharge of Planning and Sec-
retary to the Small Secale In-
dustries Board and its various 
Committees. 

-1 Establishment work of fidd 
staff. 

- 1 Inspection of Institutes and 
Centres in the States. 

-1 Work connected with the In-
dustrial Estates and State 
Government Schemes. 

-I Implementation of Mathur 
Committee Report (Prt. I and 
II) with special ref. to c1eara-
ance of banned items. 

-I Dealing with house keeping of 
headquarters staft'. 

- I Coordination Committees, Con-
ferences etc. 

-1 Dealing with the work connected 
with permanency, confirma-
tion, quasi-permanency, re-
cruitment rules, principles of 
service & other allied matters. 



S3 
---_. __ .--------------------_. 

{!l)Asstt. Director (Gr. II) 

(13) Section Officer 

- I Work connected with vigilance, 
cases coming under discipli-
nary rules, conduct rules etc. 

-8 Supervisory heads of Sections. 

20 

Nott:-The officers at Headquanen are not only dealing with adminis-
trative work of the Headquarters but also of the "arious subor-
dinate offices located in the States. 



STATE PARTICIPATION 

APPENDIX DI 
(Vide page 30) 

Copy of letter No. 6-SSl (B) (17) /60 dated 20th Febrtl4ry, 1961 from 
Ministry of Commerce and Industry to aU State Governments 

The Small Scale Industries Board has for some time been giving 
thought to various measures that might be taken to encourage and 
accelerate the development of small scale industries in areas which 
are at present industrially backward. A committee set up by the 
Board to make recommendations regarding dispersal of industries 
has in its interim report suggested certain criteria for determining 
what are backward areas and also made proposals regarding various 
facilities and direct and indirect assistance which might be provided 
for attracting enterprcneurs to such areas. R~ntly, in the light of 
the third report of the Sub-Committee on Credit Facilities, the·Board 
has recommended that the experiment should be tried of Government 
participation in the share capital of deserving small scale industrial 
concerns of limited liability, including limited liability co-operatives. 

2. The recommendation has been considered in consultation with 
the Ministry of Finance and the Planning CommiSSion. It is felt that 
adequate arrangements have already been made under the Guarantee 
Scheme and the State Bank of India Scheme for the provision of work-
ing capital for small industrialists through institutional and banking 
agencies. Loans for working capital are also available under the 
State Aid to Industries Acts. As regards fixed capital requirements, 
e.g. land, building, machinery and eqUipment assistance is provided 
to a considerable extent by means of loans under the State Aid to 
Industries Act and by the programmes for industrial estates and the 
supply of machinery on hire-purchase terms. In view of all these-
provisions there should not ordinarily be need for State participation 
in the share capital of small scale enterprises. It is felt, however,_ 
that such participation might be useful as an additional incentive to 
attract enterpreneurs to establlshing themselves in industrially back-
ward areas. There might also be a few cases where such participation 
could be justified with a view to asSisting persons with little capital 
but good technical qualifications to set up in business. The SmalT 
Scale Industries Board has suggested that such State partieioatlon 

54 



.. 
emight suitably take the form of holding redeemable non-cumulative~ 
preference shares which would be repayable in not more than a 
annual instalments ,beginning from the end of the third year of the 
fonnation of the company with • divident rate not exceeding 5 per 
cent and with the right to vote anclappoint directors. It is also lug-
teSted that the State participation- should not exceed 50 per cent ot' 
the total share capital with a ceiling of Rs. 1 lakh. Further mora, In 
cases where participation was envisaged the ratio of loans advanced 
for fixed capital to the totai share capital should not, as a rule, exceed 
2: 1 till the liability to the Government is cleared. 

3. A number of State Governments have made soine provision in 
their Third Plan for State participation in the share capital of small 
scale industries. The Government of India consider that for the 
purposes mentioned in paragraph 2, viz., to attract enterpreneurs to 
industrially ~a<;k~ard ~te.as alld possibly, to a lesser extent, for assist-
ing persons with little capitai but with good technical qualifi.cations, 
it might be useful to tryout on a limited scale the possibilities of 
State participation on the pattern suggested by the Small Scale Indus-
tries Board. Those State Governments which have not already made 
provision for such participation in their plans may now like to con-
sider doing, so, it being understood that, to begin with, such partici-
pation should be ~m a limited scale. Funds required for such parti-
cipation could be tound from the provision for loan assistance under 
the State Aid to' Ip.dustries Acts. It is suggested that an Advisory 
Committee may b~ (:onstituted by the. State Industries Directorate 
consisting of the representatives of the State Bank of India, the State 
Financial Corporation, the Small Industries Service I~titute, and 
any other suitable association or financial institution with a view to 
assisting the Directorate mainly in regard to assessing the technical 
and financial soundness of the propos'als,· watching the working of-
the concerns, etc. 

4. The view of the State Governments on this matter and the-
action which they propose to take on the above suggestions may 
kindly be communicated to the Ministry of Commerce and Industry 
at an early date. 



APPENDIX IV 
(Vide page 32) 

Review of the working of the Scheme 

The working of the Scheme has been periodically reviewed by 
-the Reserve Bank of India and its provisions have been liberalised 
from time to time in the light of suggestions received from the credit 
institutions. On the basis of the recent review the Credit Guarantee 
Scheme has been further liberalised from the 1st August, 1966. The 
following are the steps taken: 

(1) Expansion of the list of specified credit institutions: 

The list of credit institutions eligible for seeking the credit has 
'been expanded to include 8 non-scheduled banks and 358 central co-
·operative banks, as such the number of eligible credit institutions II 
'on 1st August, 1966 was 463. 

(2) Extent Of guarantee: 

Under the revised and liberallsed scheme the share of the Gov-
ernment in the amount in default would work out to between 64 

. per cent and 68 per cent as against between 52i per cent and 80 per 
cent earlier. The maximum amount of loss recoverable from the 

'Government against a guarantee in respect of anyone $ldvance haa 
also been increased from Rs. 1 lakh to Rs. 2 lakhs. 

~3) Period of guarantee: 
The maximum period for which guarantee can be issued in res-

pect of term loans has been increased from 7 years to 10 years. In 
the case of advances other than the term loans viz .. cash credits, over-
drafts, etc., guarantees could be ISSUed for a period of one year only. 
The credit intJtitutions can now seek at their option guarantee in res-
pect of such advances either for one year or for two years. 
(4) Issue of guarantee in respect of term loans with the facility of 
payment of guarantee fee annually of the outstanding balance. 

The credit institutions can now seek guarantee for the term 
·advance fo1'\ one or more years or the full period of the advance 
(subject to a maximum period of 10 years) with the facility of pay-
ment the fee annually on the basis of the amount outstanding at the 
~ommencement of each successive year of the period of guarantee 
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instead of on the amount originally guaranted. This will result in 
t'onsiderable saving of the guarantee fees for the borrowers. 

(5) Payment of guarantee tee in respect ot enhancement in guarantee 
cover: 

In respect of enhancement in auetlLtltee cover, the fee on the 
amount of enhancement is af present payable for the full period of 
the guarantee. It win now be payable for the unexpired period of 
the guarantee subject to a minimum period of three months or the 
next higher multiple thereof. This is intended to effect some saving 
of guarantee fee fOf the borrowef. 



APPENDIX V 

(Videpoee 33) 

Statement showlng the progress in various forms of financial assistance from 
Government and institut;ons to small scale industries 

Position as 
on 

(rupees in crores) 

Amount dis-
bursed 
during 
the Third 
Plan 

Assistance 
given du-

ring SI.'-
condPlan 

period ---- -----_ .. _-_._---_ .. __ ...•.. __ .... __ .-
1 3 

---- .. -.,-------.-----.----"-~-... -----,--.. _-_. ~--
State AiGi to Industri~ (Block 31' 3' 1966 18, 18 12'91 

Loans) 

State Financial Corporation 31' 12' 1965 15'08 5'62 
(as on 31' 3' 

61) 

Commercial Banks (Including 31' 3'1965 73'83 26'46 
S,B,I,) aan,June, 

61 average) 

Credit Guarantee Scheme (out-
standing gu&rutees) 31'3'1966 49'7° I' 75 

(ason31'3' 
1961) 

National Small Industries Corpo-
ration (Hire Purchase of Machi-

31' 3' 1966 18·67 5,69 

nery) 

State Small Industr,ies Corpora- 1964-65 13'01 
tion (Supply of raw materials 
and Hire purchase of machinery). 

&1965-66 



ApPBNDBVI 

(Vide IntroducdGn) 

Analysis of the action ta1ten by the GOfJernment on tlu r,commendations 
cDtJlained in the I 05th Report of the Esl;matu Committee (Third LoIc Sabha): 

I. Total number of recommendations 

II. Recommendations which have been accepted by Go~rnment 
(vide recommendations at S. Nos. I, 3-5, 6, 8-10, I~, 13, 
15-17, 19, 20, 28-34, 37, 39-41, 43-50). 

Number 
Percentage to total 

III. Recommendations which the Clommittee do not desire to 
pursue in view of Government's reply (vide recommenda-
tions at S1. Nos. 2, 7, 14, 18, 35,36.38.412) 

Number 
Percentage to total. 

IV. Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee (rJide recotn-
mendatiods at S. Nos. 1 1,21-25.26,27). 

Number. 
Percentage to total 

so 

34 
68 

8 
16 

8 
16 
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