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'INTRODUCTION

I, 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 Hundred 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 ‘E’ 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 hag 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-
mateg Committee (Third Lok Sabha) is given in Appendix VI. It
would be observed therefrom that out of 50 recommendations made
in the Report, 3¢ recommendations i.e., 68 per cent have been
accepted by Government and the Committee do not desire to pursue
8 recommendations i.e., 18 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 DeLHI; P. VENKATASUBBAIAH.
February 20, 1968. Chairman,
Phalguna 1, 1889 (Saka). Estimates Committee.
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CHAPTER 1
REPORT

The Central Small Scale Industries Organisation—Need for Review
of Staff position and Reorganisation of the CSIO

Recommendation Sl. No. 11, Para 21

In para 21 (Serial No. 11) of their Hundred and Fifth Report
(Third Lok Sabha) on the Ministry of Industrial Development and
Company Affairs (Organisation of the Development Commissioner,
Small Scale Industries) the Estimates Committee pointed out the
existence of surplus staff in the C.S.1.0., 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 staff strength of the C.S.1.0. 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 responsibility
during the Fourth Plan period. In reply the Government stated
that 20 gazetted officers and 197 non-gazetted staff in the General
Administration Division attended not only to general administra-
tion of the Headquarters but also to such work relating to the various
Small Industries, Service Institutes in the various States and Exten-
sion/Production Centres under them. They also did special work
such as implementation of the recommendations of Committees,
rural industrialisation, inspection of institutes etc., for which it would
not be correct to spare technical persons. The Government further
stated that 23 gazetted officers and 793 Class III and 650 Class IV offi-
cers in the General Administration Division of the Small Industries
Service Institutes, was the very minimum essential for efficient man-
agement. The Government finally stated that in view of the position
explained above, a review as suggested by the Estimates Committee
did not appear to be necessary.

2. The Committee are not at all convinced by the reasons advanc-
ed by the Government for not having a critical review of the exist-
ing organisation and staff strength of the C.S.PO. as suggested in
para 21 of their 105th Report (Third Lok Sabha). They feel that such
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a review by a high-powered commaittee is an essential pre-condition
for toning up the organisational efficiency of the C.S.1.O. and remov-
ing the various deficiencies in the implementation of the small scale
industries programmes to which attention has been drawn in the
105th Report and 106th Report of the Estimates Committee (Third
Lok Sabha). The Committee, therefore, reiterate the aforesaid
recommendation and hope that necessary action to implement it
would no longer be delayed.

Development Programme and Progress (Third Five Year Plan)
Recommendation SL. No, 21 to 25, Para 33

Progress of Expenditure and Central Assistance 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 exrpenditure 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 scale 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 of 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 Plan funds among the wvarious States
the Committee urged its replacement by a more rational and equit-
able system, which would encourage the States to make greater
effort for the development of small scale industries as also would
contribute towards the balanced development of the country by
bringing up the industrially backward States to a higher level. The
specific steps recommended by the Committee in this connection
are briefly indicated below—

) A progreuibely higher proportion of the expenditure of
the small scale sector should be borne by the States.

(i) Central assistance to the States should be givew, invari-
ably on a matching basis to the contribution that each State
makes from its own resources for the development pro-
grammes for small scale industries. However, to reduce
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the eristing disparties in the development of small scale
industries in the wvarious 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 assistance to each State into
grants and loans should be in accordance with some defi-
nite criteria. Here again, it would be desirable to give
due weightage to the less developed States so that the
element of grants is higher in their case 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 the para-
graph arise out of the present patterns of assistance from the Centre
and Planning Commission, these have been referred to them sepa-
rately. The final decision, when taken, will be communicated to
the Estimates Committee.”

6. The Committee are not satisfied with the reply of the Govern-
ment. They feel that } 2ving admitted that there are anomalies in
the allocation of Central assistance to the States for the develop-
ment of small scale industries, Government should have taken
urgent steps to remove the anomalies by remedial measures on the
lines suggested by the. Committee. As it is, although nearly two
years have elapsed since the Report was presented, Government
have not yet even taken a final decision on these recommendations.
Meanwliile Central assistance to the States has presumably continu-
ed to be given on a basis which s, 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 imbalances and basic weaknesses in the
development of small scale industries in most of the States. The
Committee strongly urge that Government should expedite final
decigion in this matter and should take necessary steps to implement
the recommendations urgently. They would also like to be intima-
ted of the action taken in this behalf at a very early date.

Recommendation Sl. No. 26, Para 33

7. Further in para 33 (Serial No. 26) the Committee recommend-
ed that with a view to ensure proper utilisation of Plan allocations
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for small scale industries, the CSIO. should undertake regular and
systematic evaluation of the actual progress made by the different
States in promoting small 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 patterns of assistance from the Centre to the
States. .. ... To remedy the situation it will be necessary to review
the patterns of assistance on the lines suggested in the puragraph.
Since this involves concurrence of the Ministry of Finance and Plan-
ning Commission, these have been referred to them separately. The
final decision when taken will be communicated to the Estimates
Committee”. The Committee would like to observe that the reply
of the Government ig not at all relevant to the point. They would
like to reiterate the recommendation and urge its early implementa-
tion,

Recommendation Sl. No. 27, Para 33

8. In the same para (para 33, Serial No. 27), the Committee had
stated that they did not approve of the existing practice where-
under the States were free 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 cconomy, 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 for the small industries programmes were diverted to the
village or traditional industries, there was bound to be a slowing down
of progress in all those important spheres where only small scale
industry could deliver the goods. The Committee, therefore, sugges-
ted that in future, the allocation earmarked for small scale indus-
tries should not be utilised by the States for other purposes save in

exceptional cases and that too only with prior approval of the
Centre.

9. In reply the Government stated that “The anomalies pointed
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 Ministry of Finance and Planning Commission, these have been
referred to them separately.”

10. The Committee are not satisfied with the reply furnished by
the Government. They would like to reiterate their earlier recom-
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mendation and urge the Government to take effective measures to
ensure that the funds earmarked for small scale industries are not
diverted for other purposes.

GENERAL

11. While noting the action taken by Government on certsin
recommendations, the Committee desire that further information on
the progress made in the implementation of some of the recommenda-
tions (included in Chapters II and III) may be furnished to the Com-
mittee in due course.



CHAPTER I

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (Serial No. 1, Para 3)

Considering the fact that the financial and technical resources
available with the Government as also the supplies of many essen-
tial raw materials fall even now much short of the requirements of
the small scale sector, the Committee feel that an abrupt raising of
the capital limit from Rs. 5 lakhs to Rs. 10 lakhs 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 marked 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, therefore, be-
come necessary that the capital limit of small scale unit is adjustable
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 to
place.

RrpPLY OF THE GOVERNMENT

The small scale industries Board at its 24th Meeting held at
Bangalore on 8th and 9th July, 1866, 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 be 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 defl-
nition should be revised so as to exclude the value of land and build-

6
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ings from the existing of Rs. 10 lakhs. This recommendation has
been accepted by Government and orders have been issued.

[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 lst August,

1967.]
Recommendation (Serial 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:—

(i) The Annual Survey of Industries does not cover the entire
small scale sector as units employing less than 10 workers
when using power and less than 20 workers when not using
power, are excluded from its purview. Moreover, the
larger part of the small scale sector is covered on a samp-
ling basis and reliable results at the district level are not
available.

(ii) The Ad hoc surveys conducted by the C.S.1.0. are only
selective attempts which only serve the limited purpose of
providing basic information on particular industries and
particular areas.

(iii) The Directories listing small scale units Tegistered with
the State Directorates of Industries are neither exrhaus-
tive, nor do they have uniformity of content.

(iv) Registration of small scale units with the State Directo-
rates being voluntary and necessarily incomplete, compari-
son over a period of time will not indicate 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,

RerLy 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 19.12.1968 and D.O. of even number dated 1st August,

1867.]

Recommendation (Serial No, 4, Para 21)

The Committee cannot too strongly emphdsz’se that the collection
of reliable statistics about all the important aspects of the small scale
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sector is an essential pre-requisite for the planned development of
small scale industries. They regret to note that although the recom-
mendations made by them in this behalf in their 77th Report (Second
Lok Sabha) were accepted by the Government, no real progress has
heen made in implementing them and a large part of the small scale
industries functioning in the country still continues to remain out of
the purview of industrial statistics.

The 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
scale 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 Industries Service Institute, Kanpur for con-
ducting the unit to unit survey in all districts of Uttar Pradesh dur-
g the years 1961—63 and for maintaining this record up-to-date.
Any legislative measures required for the purpose should also bhe
speedily devised 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 small scale units. The procedure for regis-
tration should be shorn of all unnecessary.formalities 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 Extension
Officers can greatly facilitate the work of registration for they have
ulready got the requisite field staff: this should also incidentally make
for substantial reduction in the administrative cost of enforcing
registration of small scale industries.

The data thus collected may be integrated and tabulated at the
State level and might be periodically checked by the Central Statis-
tical Organisation on a sample basis.

RePLY OF THE (FOVERNMENT

The Committee’s recommendation has been noted. The matter
has been under constant consideration in consultation with the CSO.
Estimates of cost of collection of data have been prepared and in view
of the high costs the scheme is getting postponed from time to time
(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)

Ag 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
proforma in this behalf may be prescribed to facilitate collection of
information on uniform basis.

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-
tricity 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.
SSI (C) dated 19.12.1966 and D. O. of even number dated 1st August,
1067.]

CoMMENTS OF THE COMMITTEE

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

Recommendation (Serial No. 6, Para 15)

The Committee are of the view that even in normal times, a two-,
day meeting of the Small Scale Industries Board once a year can
hardly be considered adequate for critical review and fruitful deli-
berations on the problems facing the small scale industries. They
strongly feel that in the context of theiemergency situation prevail-
ing in the country, both on the economic and defence fronts, the

2794 (aii) LS—2.
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prime need to achieve maximum self-reliance within the shortest
time, and the grave problem of idle capacity in the small scale sector
due to lack of essential raw 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 suggest positive
measures to strengthen, the small scale sector and to increase its
contribution to the national effort for 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 months 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.

[ Ministry of Industrial Dev. & 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. 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 industry require continuous high level
attention for the formulation of Government policies and measures
for ensuring the healthy growth of small industries. In subsequent
Chapters of this Report the Committee have drawn attention to the
disappointingly slow progress of 'some of the small scale industry
programmes, such as the Common Production Programme and the
development of Ancillaries, which the Central Small Industries Orga-
nisation has been expected to further ever since it was established
more than eleven years ago.

The Committee consider that the Central Small Industries Orga-
nisation as the primary national agency for the development of small
scale industries, should not have over-looked to provide in its elabo-
rate vrganisation a cell for continuous evaluation of the . dewvelop-
ment programmes so as to provide guide-lines for realistic policy
planning. Ewvaluation would no doubt have brought to the notice of
Government much earlier the little progress that had been made in
‘the implementation of the programmes of Common Production and
Ancillaries. The Committee urge that the evaluation cell should be
set up without further loss of time by finding the requisite staff from
within the existing strength of the Central Small Industries Organi-
agtion.
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RePLY OF THE GOVERNMENT

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.
SS1 (C) dated 19.12.1966 and D. O. of even number dated 1st August,
1967.]

Recommendation (Serial No. 9, Para 19)

The Committee are inclined to agree with the views of the Inter-
nativnal Perspective Planning Team regarding the functioning of the
Central Small Industries Organisation that the “senior officials of the
C.S.1.0. are presently too involved in the minutiae of dey to day
operdtions to devote adequate time and attention to the important
functions of policy planning, co-ordination and control.” They hope
that the senior 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 extent possible, the
Directors of the Small Industries Service Institutes should be made
free from routine and administrative work so 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 suggest that a systematic effort should be made to rationalise the
distribution of work and explore the possibilities of delegation of
powers, not only in the Small Industries Service Institutes, but also
at the Headquarters of the Central Small Industries Organisation so
that the division of work between the various categories of officers
could be put on a sound footing ensuring the best use of 1"~ technical
know-how and talent available in the Organisation.

RepLy oF THE GOVERNMENT

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 O.M. No. 5(3) /66.
SSI (C) dated 19.12.1866 and D. O. of even number dated 1st Auqust,
1967.]

CoMMENTS OF THE COMMITTEE

The Committee would like to be informed as to how far the D.C.
(S.S.1.) hes implemented the recommendation.
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Recommendation (Seiial No. 10, Para 20)

The Committee consider the frequent changes in the incumbency
«f the office of the Development Commissioner to be unfortunate.
They feel that such frequent changes cannot but have ¢ harmful
effect 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 the requisite exper'ence and develop a genuine concern and
a real sense of responsibility for the progress of the Organisation and
its various 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 incumt 2nt being technically and
amotionally suitable for the post, he woul i ordinarily stay im the
post for a period of five years to provide the necessary leadership in
formulating and implementing the plans for the development of
amall scale industries.

RerLY OF THE GOVERNMENT
The recommendation of the Committee has been accepted.

[Ministry of ladustrial 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. 12, Para 22)

The Committee feel that in an Organisation like the Central Small
Industries Organisation whose primary function is to bring about
development of small scale industries, the performance of the officers
and other staff should be judged by the success they achieve in this
behalf. They would, therefore, suggest that an effective system of
evaluating the performance of officers at all levels should be intro-
duced without delay.

REPLY OF THE GOVERNMENT

The officers of the CSIO are advisors to small industrialists on
technical matters. They discuss technical & operational ‘problems
with small scale industrialists either in the office or in the factory.
This tvpe of work cannot be quantified and, therefore, difficult to
¢valuate. A suitable guide for judging the work of an officer under
such circumstances is his reputation among the small scale indus-
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trialists in the area. The D.C. (SSI) has been advised to keep a

methodic watch/record of the work of the officers.

[Ministry of #ndustrial 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 about the method
adopted for ascertaining the reputation of the officer. 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 small scale industries is mainly the res-
ponsibility of the States, the Committee need hardly stress that ur-
gent measures should be 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 scale 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 be
entrusted with the tasks of co-ordinating the work of the District
Officers and maintaining close liaison with the C.S.1.O.

The Committee have been informed that there is a proposal to
introduce a promotional element in the small 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 levels.

REPLY OF THE GOVERNMENT

This has been conveyed to the State Governments,

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5 (3)/66-
SSI (C) dated 19-12-1986 and D.O. of even number dated 1st

August, 1907].
Recommendation (Serial No. 15, Para. 26)

The Committee hope that keeping in. view the main objective of
promoting the healthy growth of the small scale sector, efforts will
be made to secure close and effective co-ordination between the
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Development Commissioner and the Director General, Technical
Development in all important matters having a bearing on the
development of small scale industries such as the allocation of raw
materials and foreign exchange; licensing of additional capacity in
the large scale sector; supply of components produced by large scale
units to small scale units, purchase of components 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 arrangements, the Director General, Techni-
cal Development comes unde* the Ministry of Supply while the

Central Small Industries Orgerisation remains under the Ministry
of Industry.

RerLy oF THE (GOVERNMENT

The representatives of the DC(SSI) and the DGTD meet during
the Licensing Committee Meetings and the Officers Level Committee
meelings. These two committees meet fortnightly and are respon-
sible for licensing/registration of large scale/medium scal: 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/Officers 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 Industry.

[Ministry of Bndustrial Dev. & Company Affairs O.M. No. 5(3) /686-
SSI (C) dated 19-12-1966 and D.O. of even number dated 1st
August, 1867].

Recommendation (Serial No. 16, Para 27)

The Committee regret to note the delay of nearly 18 months in
the appointment of the Orgarnisational Committee in pursuance of
the recommendation contained in their 77th Report (Second Lok
Sabha). They are also unhappy to find that although the Organisa-
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 Plan period (1986-71) and in some cases indefini-
tely. Now that the Fourth Plan has commenced, the Committee
hope that the matter will be examined thoroughly and that vigorous
efforts will be made to give effect to such of the recommendations
of the Organisational Committee as have not been implemented so
far,
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The Committee further regret to point out that they came across
other instances also in which the recommendations made by the
Committee in their previous report on this subject (77th Report, 2nd
Lok Sabha) have not been properly and timely implemented by
Government even though the Committee have been informed of the
acceptance of those recommendations. The Committee expect that
after Government have accepted a recommendation of the Com-
mittee, there should not be any undue delay or Resitation in its im-
plementation.

REPLY OF THE GOVERNMENT

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

{Ministry of Badustrial Dev. & Company Affairs O.M. No. 5(8) /68-
SSI (C) dated 18-12-1900 and D.O. of even number dated 1st
August, 1967].

CoMMENTS oF THE COMMITTEE

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 Advisory Committees attached to
the Small Industries Service Institutes have so far failed to make the
expected impact on small scale industries even though these can go
a long way towards ensuring the necessary coordination between the
various Central and State agencies for the development of small scale
industries. They hope that the Advisory Committees would be
energised.

The Committee urge that each Advisory Commistee should meet
-at least once in three months and more often, if necessary, and should
watch and ensure the tmplemcntatton of the decisions reached at each
meeting.

The proceedings of the Advisory Committee and the action taken
‘thereon should be regularly submitted to the headquarters of the
Central Small Industries Organisation which should collate the ex-
perience of the various States and provide necessary guidance. The
Committee suggest that the Development Commissioner may review
2he working of these Advisory Committees with special referenee to
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action taken by 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-.
mittees should be strengthened by getting into them representatives.
of the State Bank, Commercial Banks and State Productivity Coun-
cils, and @ few more small industrialists.

RepLy oF THE GOVERNMENT
The recommendation of the Committee has been accepted.

The matter has been taken up with the State Governments and
replies from some of them are still awaited.

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5(3) /66-
SSI(C) dated 18-12-1966 and D.O. of even number dated 1st
August, 1967.]

Recommendation (Serial No. 19, Para. 29)

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 useful
means of bringing about a broad uniformity in the provision of re-.
quisite facilities and services for the development of small scale
industries in the var.ous States.

RepPLY OF THE GOVERNMENT

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, 1961.]

Recommendation (Serial No. 20, Para, 29)

While taking note of the present arrangements for coordinating:
the activities of the various agencies concerned with the development
of small scale industries, the Committee would like to suggest the:
appointment of an ad hoc committee by the Small Scale Industries:
Board to consider whether the existing powers of the Central Small
Industries Organisation are adequate to enable it to secure the neces-
sary coordination and uniformity in regard to the development of
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small scale industries, and make suitable recommendations, The
. Committee wish to stress that thought they do not consider 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 Small Industries Organisation finds itself unable to
implement agreed policies and objectives for lack of adequate powers.

REPLY OF THE GOVERNMENT

The recommendation of the Committee 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 lst
August, 1967.]

CoMMENTS OF THE COMMITTEE

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

Recommendation (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 industries.
In addition, they would like to refer here to a other basic deficiency
of the small scale sector—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
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.]

Recommendation (Serial No. 29, Para. 35)

While extension of the coverage of small industrial unity under
the devslopment programmes is desirable, the Committee feel that
this should be brought about in a phased manner keeping in view
the total resources—financial as well as technical and administrative—
available for the programmes and the need to give special attention
to these industries which are most important for economic develop-
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 for the expanding labour force and make systematic arrange-
ments to process the additional production expected from the special
emphasis on agricultural development in the Fourth Plan, the Com-
mittee suggest that agro-based industries should no longer remain
excluded from the Central and State programmes for the develop-
ment of small scale industries.

RePLY OF THE GOVERNMENT

The recommendation of the Committee 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 gpecific action
taken.

Recommendation (Serial No. 30, Para. 36)

The Committee agree with the view of the Working Group that
the programme for the development of small scale industries during
the Fourth Plan should take into account the serious problem of
under-utilisation of capacities in the small scale sector. They have
suggested in Chapter IV the introduction of a system of guided
development of the small scale sector so as to check and regulate the
setting up of new units requiring scarce raw materials. They wonld
like to stress here that keeping in view the need for maximum self-
reliance 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 materials, and also to enable
the sector to play a significant 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 exchange. With this end in view, the
Committee suggest that the various forms of assistance now made
available to small scale industries under the Central and State
programmes should be utilised in such @ manner as to give preference
and priority to the needs of industries which cater to higher national
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priorities viz., industries falling under one or the other of the follow-
ing categories:-—

(1) Defence requirements.

(2) Industries directly concerned with the development of
agriculture such as improved agricultural implements,
pesticides etc.

(3) Export-oriented industries.

(4) Import substitution industries.

(5) Units producing components, etc., required in certain vital
sectors like Railways, Transport and Power.

(6) Industries for processing agricultural product and other
industries not requiring use of scarce raw materials,

(7) Producer goods and essential consumer goods industries,

REPLY OF THE GOVERNMENT

The recommendations of the Committee have been noted and will
be implemented to the extent possible. This recommendation has
been brought to the notice of the State Directors of Industries and
the D.C.(S.S.I).

{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].

Reecommendation (Serial No. 31, Para, 40)

The Committee note that in recent years, the total allocation of
various items of scarce raw materials to the small scale sector have
fallen far short of the demand. Moreover, the allocations to this
sector have been proportionately much less compared of those made
to the large scale sector. '

Recommendation (Serial No. 32, Para. 44)

The Committee would like to recall the Lokanathan Committee’s
finding that, in general, the allotted scarce raw materials are adequate
to meet only about one-third of the requirements of the small scale
sector whereas units in the large scale sector are able to utilise
between half and two-thirds of their production capacity from allot-
ted scarce raw materials.

The Committee Tegret to note that although serious difficuities
and competitive disadvantage exrperienced by the small scale units
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because of wholly inadequate and irreqular supplies of scarce raw
materials were brought out 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 observe that although the
declared policy of the Government is to favour small 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 implementation
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 with
foreign exchange shortage for a considerable time to come, the
Committee would like to stress in this context of continuing shortage
it is all the more necessary that solutions to the problems of equit-
able distribution of scarce raw materials to the small scale industries
should be sought with expedition.

The Committee can see no wvalid reason why the wmall sccle
industries should be singled out tc bear the brunt of the shortoge of
scarce raw materials. It is evident that if the impression of delibe-
rate discrimination against the small scale sector is to be removed,
the share of scarce raw materials allocated to this sector must he
at least commensurate with its contribution to total industrial pro-
duction. The Committee would, therefore, urge that the wvarious
measures suggested by the Lokanathan Committee to ensure the
equitable distribution of scarce raw materials on the basis of the
priorities of the end-products and irrespective of the size of the units
should be in:tiated with all possible speed and earnestness.

RerLYy 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
&gated in this rapidly expanding sector. However, as foreign ex-

ange situation deteriorated, the allocations, though increasing, did
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not keep pace with the rise in the number of small scale uniis. To-
wanrds the end of 1962, it was clear that the small scale sector wa: not
getting adequate foreign exchange allotments for its raw materials,
but in view of the emergency additiona]l allocations could no: he
made. The pcsition was reviewed in March, 1063 by the Small
Scale Industries Board which recommended increased allocations to
the sector. This recommendation could not be implemented in view
of foreign exchange difficulties. As the feeling that the small scale
sector was being discriminated against in allocations of foreign
-exchange has continued, 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
betwean the three sectors, large, medium and small scale. The
recommendations of the Lokanathan Committee have been accepted
and will be implemented a; data on prcduction capacities existing
in the small scale sector become available. In the meanwhile,
various measures of import liberalisation have been announced. It
is hoped that these would mitigate the hardship of small scale units
and to enable them to utilise their capacities more fully.

A list of 59 priority industries 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 value of import licences obtained by them during 1964-65/
1965-86. The idea is that these units should get an adequate foreign
exchange to utilise th2ir production capacities fully. It is hoped
that th's liberalisation will remove all discrimination so far as the
units in the priority category are concerned. So far as the units in
the non-priority industries are ccmcerned, as data regarding their
production capacity become available, allocations to them will be
increased. In the meanwhile, the value of their import licences is
being increased to 2 times/8 times the amount of licences obtained
by them during 1964-65/1965-66.

[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. 33, Para. 48)

The Committee are constrained to observe that the existing
-arrangements for dstribution of scarce raw materials among the
small scale units leave much to be desired. In fact, these arrange-
‘ments can hardly be said to constitute a system since there is little

J
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evidence of any agreed objectives, much less of any planned efforts
‘o achieve the same. Thus, the procedure and priorities, if any, for
allocation vary from State to State; at present allocation is mnot
necessarily linked to production capacity and, of course, there is no
uniform. precedure for assessment of capacities. The Committee
feel that any arrangement for the distribution of scarce raw materials
which lacks well defined criteria and a clear cut procedure for
allocation and an effective machinery for inspection of utilisation
is very likely to lead to abuses as it leaves wide scope for the
exrercise 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 procedures
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 respective State. Still, he
relies on these demands and distributes the allocation awailable for
the small scale sector among the States on a pro rata basis of
demands made by the States. This leaves scope for the States to

inflate their demands or to make unrealistic assessments of their
requirements.

The Committee consider that so far as the basic criteria and
procedure for allocation of scarce raw materials or inspection of
utilisation of such materials are concerned, there is hardly any justi-
fication for permitting each State to follow its own course in the
name of local needs or peculiarities. They feel that as the Central
agency responsible for coordinating and implementing the national
small scale industries programme, and with its wvast array of
administratives and technical officers, Small Industries service Insti-
tutes etc., the Central Small Industries Organisation should not have
rested content with playing a purely advisory role in such impor-
tant matters as the allocation and utilisation of scarce raw materials.

The- Committee hope that with the implementation of the Loka-
nathan Committee’s main recommendation, viz., the distribution of
scarce raw materials on the basis of uniform assessment of capaci-
ties of all industrial units and the priorities of their end products,
there will be uniformity in all essential matters concerning the dis-
tribution of scarce raw materials. The Committee also trust that
appropriate measures will be taken, in the light of that Lokanathan

. Oommittee’s recommendations, to enable the Central Small Indus-
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, ties Organisation to effective discharge its functions as the central
co-ordinating and controlling agency for assessing the requirements,
allocation and inspection of utilisation, of scarce raw materials.

ReprLy 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.

(Ministry 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

1st August, 1967.)
CoMMENTS oF THE COMMITTEE

The Committee would like to be informed of the specific action
taken by the D.C. (S.S.1.) and State Directors of Industries in the

matter.

Recommendation (Serial No. 34, Para 49)

On the basis of the data available, 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 would be removed without delay by
introduction of a uniform system for the allocation of scarce raw
materials to all industrial units on the basis of priorities of end-
products and assessment of capacities.

RerLY OF THE GOVERNMENT

The Development Commissioner (Small Scale Industries) has
completed the assessment of capacities of non-ferrous metals using
small scale units. The results of the survey have been accepted by
the State Directers of Industries.  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-SSI(C) dated 19-12-1966 and D.O. of even number dated
18t August, 1967.)



24
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 development of the small scale sector in
these particular branches of industry is enormous and hope that the
necessary facilities in this direction will be provided by ensuring
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 hurdles
should be allowed to come in the way of working out the require-
ments of 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, who
are already running Raw Material Depots for distribution of scarce
raw materials to small 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 items 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 Controller. But in view of the limited production

capacity of the items in high demand in the sector, scarcity is being
felt from time to time.

The recommendation of the Estimates Committee so far as distri-
bution of the raw materials from raw materials depots is con-
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«<erned, is already bemg x.mplemented

[Ministry of Indus;ml Dev. and Company Affeirs O.M. No.
5(3)/66-SSI(C), dated 19-12-1966 and D.O. of, even number dated
Ist August, 1967].

Recommendation (Serial No, 39 Pan. 54)

The Committee are surprised to note that ulthough allocations of
scarce raw materials to large scale units are made on the basis of
their production capacities, there are no effective grrangements to
ascertain whether these units actually utilise their allocations for
‘production purposes. This is a serious lacuna as it permits unscrupu-
lous parties to obtain higher allocations by inflating their production
figures—a possibility that has been accepted during official evidence.
‘The fact that in general small scale units meet their requirements of
scarce raw materials, either partially or even substantially some-
times, from the open market also confirms this apprehension.

The Committee consider that there is no justification for permit-
ting a situation where some large scale units find it possible to
obtain raw material allotments in excess of their real needs while
a vast number of small units are faced with the grave problems of
idle capacity because of inadequate and decreasing supplies of the
scarce raw materials,

The Committee need hardly emphasise that the prevalent open
market in scarce raw materials is not only an unmixred evil in itself,
but is also a sad reflection on the ineffectiveness and inadequacy of
the eristing arrangements for checking the utilisation of these mate-
rials in both the large and small sectors.

The Committee need hardly stress that scarce raw materials,
obtained at considerable expense of foreign exchange, should be
properly utilised to sustain the industrigl tempo of the country and
to produce goods at competitive cost, particularly, in the small scale
sector. The Committee believe that following two recommendations
of the Lokanathan Committee, would go a long way towards ensur-
ing that the raw material allocations are, in fact, utilised by the
allotteds and not sold in the open markets

(a) annual inspection of all industrial units in both the large
scale and the small scsle sectors according to a uniform
procedure drawn up jointly by the Directorate General of
Technilcal Devélopment and the Central Small Industries
Organisation, and

2794 (aii) LS—3.
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(b) random checking up of a few large and small scale units
by Central Teams consisting of representatives of the
Director-General Technical Development and the C.S.1.O.

The Committee, would therefore, urge that immediate steps should
be taken to set an effective machinery for inspection of utilisa-
tion of scarce materials on these lines.

REPLY OF 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-SSI(C) dated 19-12-1966 and D.O. of even number dated.
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 all units, whether large or small,
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 is done by the
Director of Industries, Delhi. They feel that such publicity would act
as a solutary check on malpractices relating to the allocation and wti-
lization of scarce raw materials.

RePLY OF THE GOVERNMENT

Some State Directors are already giving publicity to the alloca-
tions of scarce 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 Affairs O.M. No.
6(3)/66-SSI(C) dated 19-12-1966 and D.O. of even number dated
1st August, 1867].

CoMMENTS oF THE COMMITTEE

.

The Committee would like to be informed about the action takem
to publish the allocations of scarce raw materials by the C.SI1.0s
and SISIs.



27
Recommendation (Serial No. 41, Para 55)

* Considering that the shortages of scarce raw materials are likely
to persist for quite some time the Committee feel that to check the
further aggravation of these shortages as also of the concommitant
problem of idle capacities in the small scale sector, it is necessary to
discourage the setting up of new wunits requiring scarce Taw
materials.

The Committee note that Government have been trying to secure
foreign loans for meeting the maintenance requirements of industry.
The Committee hope that with the grant of loans and resumption of
aid by the United States etc., it may be possible to ease the position
regarding import of raw materials and spares for maintenance. The
Commiittee 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 using 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 substantially utilised because of inadequate
supplies of raw ‘materials.

The Committee would also like to suggest that the Central Small
Industries Organisation and the State Directorates of Industries
should provide positive incentives to encourage the establishment
of small scale units 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 industries from the national point of view is now
available. Intrepreneurs setting up units in the non-priority indus-
tries are ‘being appraised of the difficult 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 units with indigenously available
raw materials.

[Ministry 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
1st August, 1967].
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Recommendafion (Serial No. 43, Para 59

The Committee note that in many States the amoumts actually
disbursed to small scale industries under the State Aid to Industries
Act are likely to fall considerably short of the provision made 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
purposes of advdnces in each State and- gives subsidy to cover the
difference between the normal rate and concessional rate of interest,
the Committee suggest that the Cenrtral Government/Central Swmail
Industries Organisation should take positive menswres: to identify and
to secure the removal of the causes for the umsatisfactory progress
of the scheme in States such as Rajasthan, Bihar, Mysore, Madhya
Pradesh, etc. so that the development of small scale industries is
carried on in each State according to the programme,

REPLY OF THE GOVERNMENT

The recommendation of the Committee has been noted. Suit-
able action will be taken. Alse at the time of Annual Plan discus-
sions, the State Governments representatives will be persuaded
to increase the provision.

[Ministry of Industrial Dev. & Company Affnirs O.M. No. 5(3)/
66-SSI(C) duted 19-12-1968 and D.O. of even number dated lst
August 1967,

Recommendation (Serial No. 44, Para 60)

The Committee feel that both as regerds the number of small
scale units assisted and the total amount of loans disbursed to such
units the performance of the State Financial Corporations has not
been impressive. They also consider it unfortunate that the State
Financial Corporations should have developed a preference for invest-
ing their funds in the medium scale units and to the bigger among
the small scale units, with the result that the really small wunits,
which need institutional credit most, ara léft to fend for themselves.

The Committee suggest that a specific portion of the finance
available with each State Financial Corporation should be earmarked
for the small scale sector. The Corporations should also ‘be given
clear instructions to liberalise their procedures and cut down un-
nécessary formalities, and induced to adopt a developmental outlook
towards small scale industries.

Government may also consider the feasibility of channelising loans
to small scale industries through the State Small Industries Corpora-
tions who are fully acquainted with the requirements of this sectnr.
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REPLY OF THE GOVERNMENT
This has been 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-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 about the views of
the R.B.I.

Recommendation (Serial No. 45, Para 61)

The Committee are happy to note that short-term credit advances
to small scale industries by the State Bank have increased from
Rs. 11 lakhs in 1959 to Rs. 44.96 crores in March 1985. The Committee
also like to put on record the general qppreciation expressed by the
-small scale imdustries, of the.financial help rendered by the State
Bank of India. They hope that the Bank will be .able to progressively
increase the volume of its assistance to the small scale sector con-
sidering the sector’s growing credit and credit worthiness needs.

RerLYy OF THE GOVERNMENT

The -recommefidation -of : the Comumittee -has been. noted. This
hes been ‘conveyed to the'State Bank-of India.

‘[Ministry of Industrial :Dev. and Company Affairs M. No.
5(3) /66-SSI(C) dated 19-12-1968 and D.O. of .even - number .dated
18t August, 1967].

Recommendation (Serial No. 46, Para-§2)

The Committee note that out of the 42 companies floated under
the Orissa Scheme during 1957—81, only 31 have been in production
.igince 196182 after which years no new compunies have ‘been started
. wwaer ‘this scheme. Purther, although 30 of the 42 companies haa
-been established during 185759 even in the year 1962-63 only 16 com-
panies earned profit. Keeping these facts in view, the Committee
consider that the Orissa experiment in State participation in equity
capital of small scale units cannot be claimed to be a success.
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The Committee are of the view that the basic defect of the Orissa
Scheme lies in the very high percentage of State participation in the
share capital which tends to leave little incentive for the entrepreneur
to run the industry with drive and imagination. The Committee
feel, moreover, that with the State contributing a8 much as 90 per
cent of the initial capital, the possibility of the scheme attracting
spurious entrepreneurs who may manage to go into liquidation after
obtaining the funds from the Government cannot be ruled out. The
scheme also leaves scope for political and personal patronage. From
the performance of the companies started with Government participa-
tion in Orissa, the Committee apprehend that in many cases the
entrepreneurs might not have 'been properly selected.

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

Recommendation (Serial No. 47, Para 62)

There should be regular arrangements for the inspection of the
units concerned to ensure that the funds made available to them by
the State are properly utilised for the purpose for which they are
gwen

v Though the Maharashtra scheme of Government participation in
equity shares appears to be an improvement on the Orissa scheme,
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the Committee would like the Central Small Industries Organisa-
‘tion to take an active interest in the operation of such schemes keep-
ing in view the experience of Orissa State and give appropriate
guidance and advice to the concerned State agencies,

REPLY OF 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 so
"that suitable guidelines might be provided for other States.

[Ministry 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
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 small scale industries has
‘been not only negligible but has been showing, in relative terms, a
tendency to become smaller in recent years. The Committee are
‘particularly distressed to find that even the Credit Guarantee Scheme
of the Reserve Bank has had little success, so far, in inducing the
commercial banks to provide greater credit assistance to small scale

‘industries;

The Committee need hardly stress that an adequate supply of
‘bank credit is a prerequisite for the steady growth of the small scale
sector. They would, therefore, suggest that early steps be taken to
induce commercial banks to make a greater contribution towards
‘meeting the credit requirements of small scale industries.

In particular, the Committee would like the Government to
consider the feasibility of modifying and liberalising the Credit
Guarantee Scheme of the Reserve Bank so as to induce a larger num-
ber of commercial banks to utilise the scheme,

REPLY OF THE GOVERNMENT

The commercial banks have been covering under the credit
-guarantee scheme only margina] cases unlike the State Bank which
made it a practice to cover all 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 fact, the scheme has given the
necessary confidence to commercial banks to increase the volume of
their business with small scale units. This recommendation has how-
-ever been brought to the notice of the Reserve Bank for necessary
:action. The working of the Credit Guarantee Scheme has recently
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been reviewed and its scope and éoverage have been considerably
increased. Details, in this regard, are attached (Appendix—IV).

The recommendation of the Estimates Committee is noted and:

possibility of further liberalising and extending the Credit Guaran-
tee Scheme is being explored.

~ [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 lst:
August, 1967].

CoMMENTS OoF THE COMMITTEE

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 although the Maha-
rashtra Scheme of credit guarantee to selected banks in rsepect of
.loans granted to small scale industries has been in operation since
September 1963, as late as November, 1965, the Ministry and the Cen-
tral Small Industries Organisation had not been able tp get adequate:
information about the scheme. The Committee would like the Cen-
tral Small Industries Organisation to closely study the working of
the scheme, consider whether any improvements could be made, and

commend the beneficial features of the scheme to other Stite Gov--
ernments for aloption by them,

'RePLY OF THE GOVERNMENT
The ‘Malfitashifta State Scheme 'of credit ‘Paaraitée “Was kvail-
ahle with the DC (SSI). It is regretted that the information on this
.- 8Ubjeet was not.submitted in time fo the Esﬁmtes qoxnmhtea. The

information has since been circulated to all States for their infor-
mation.

[Ministry 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
1st August, 1967].

Rocmdaﬁon (Serial ‘No. 50 Pm 66)

The Comwittee mz that the setdng up of a high level expert
committee to $igpest effective ways to meet the éredii rieeds of the
‘stall scale sector is long overdue. They twould like the Government
$o set up such a Committee without delay so that whatever chihges

"% the ‘existing'syitéin, inchiding the credtion of a new findnetal ins-
‘Htution to cater exchisively to the tieeds of #mall scale sector, are-



gonsidered necessary, can be made fully operative at an early stage
of the Fourth Plan.

The Committee hope that Governmeént would work out g well-
_coordinated and practical scheme to give effect to their proposal to

set apart Rs. 10 crores for purposes of advancing loans to technitian:
entrepreneurs.

REPLY OF THE GOVERNMENT

This recommendation of the Estimates Committee was placed be-
fore the 24th meeting of the SSI Board. The Board unanimously
recommended that a séparate institution might be set-up at the Cen-
tre to cater 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 financial
institutions viz.,, the State Financial Cérporations, the 'State Indus-
trial Development Corporations etc. catering to 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. ' A Conitiittee as recomntended will be set up to

. suggest effective ways to meet the credit needs of the small scale
sector.

. ATsuitable Scheiie *will '‘be drawn up dnd placed before the ‘SSI
‘Board as soon ‘asthe Schérhes for the IV Five Year Plan are fina-
lised. "I'he rééommendauohs of ‘the Estimstes Comrnittee will be
‘borne in m{ﬁd"mﬂle Yofn ttlng thié ‘scheme.

[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].

“Conisaidis oF Pt Cosiiirre

“Whé CHRRE Would MK €5 Be uppraskd of e Netiohr taterd re-.
" Farditig the séfthg Up' of the dxpert Cohmittee.



CHAPTER I

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT WANT
TO PURSUE IN VIEW OF GOVERNMENT'S 1.EPLY

Recommendation (Serial No, 2, Para 6)

The Committee appreciate the significant contributions of the
-small scale sector to the creation of new employment and to the total
industrial production of the country. The Committee therefore wish
to stress that proper development of this sector with the gradual in-
troduction of modern technology and standardisation, is crucial for
accelerating the industrial and economic progress of the country and
for providing broader and economically and socially more justifiable
industrial base. The Committee further feel that the sphere of
activity between the small scale and large scale sector should be
clearly demarcated.

REPLY OF THE GOVERNMENT

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 ceiling 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 expansion 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 Dev. and Company Affairs O.M. No.
5(3) /66-SSI(C) dated 10-12-1966 and D.O. of even number dated

1st August, 1967].
1
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Recommendation (Serial No, 7, Para 15)

The Committee recommend that in the context of the growing
need for national self-reliance, the Small Scale Industries Board
should constitute Standing Committees to review, and suggest ap-
propriate ways and means for increasing the contribution of the
small scale 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
Standing Committee on Industrial Estates since, as pointed out in
Chapter VI, the Industrial Estates Programmes does not seem to
have made much headway.

REPLY OF THE GOVERNMENT

The Small Scale Industries Board has now three Standing Com-
mittees, viz., (i) Raw Materials, (ii) Ancillary Industries, and (iii)
Credit Facilities. It is proposed to constitute two more Standing
Committees, viz. (i) Export Promotion and (ii) Industrial Co-ope-
ratives. Besgides 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 will
bring together representatives of large and small scale industries,
besides Government Officers, to plan the development of the res-
pective industries in the small scale sector. The panels consist of
specialists in the different fields, and are thus in a position to advise
the Development Commissioner about the scope of further develop-
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 matters 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.

[Ministry 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
1st August, 1967].



' 86
Recommendation (Serial No. 14, Para 26) R

The Committee feel that the powers of Development Commissioner
for the proper development of small scale industry are not at par with
those enjoyed ‘by the Director-General of Technical Development in
respect of large scale industry. The Committee would like Govern-
ment to remove all such handicaps which come in the way of Deve-
lopment Commissioner performing his duties efficiently in respect of
small scale industries,

REPLY OF THE GOVERNMENT

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) does not have such powers since that is the
work of the State Directors of Industries, the allocation work be-
ing decentralised in this case.

[Ministry of Industrial Dev. 'dnd Company Affairs O.M. No.
5(8) /66-SSI(C) ‘dated 19-12-19686 and D.O. of even number duted
1st August, 1967].

‘Recommeéndation (Serial No. 18, Para - 29)

The Committee would like to see closer coordination and coope-
ration between the Small Industries Service Institutes'and Directo-
rates of Industries in the States. 'They ure ¢lad to note that the
need for pooling together the resources of the ‘two- otganizations is
recognised. In view of the fact that most Stute Directoittes “do
not have an adequate organisation for inspection, the Commvittee
would like the Union Government to consider whether the Small’
Industries Service Institutes cotild help them in cenducting inepec--
tions of small scale units for assessment of production ‘capacity,
necessity and utilisation of raw madterials etc. till suchtime -as' the
Directorates are themselves suitably strengthéned for the purpose.

"RepLY OF TR GOVEMVRIENT

The existing staff of the Small Industries Service Institutes is
inadequate even to meet the demands of small industrialists for in-
dustrial extension work. The staff of the SISI are technical ‘advis-
ers to small scale industrialists and have to establish their repata-
tion as advisers by “infusing corifidence in the small industrialists
gbout their reliability and techntcal competence. If these .officers
undertake inspection of utilisation of raw material also, it is*feared:
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this  confidence would. be undermined and would effect their pri-
pary role as.technical advisers. Moreover, inspection is primarily
the responsibility of the State Directorates of Industries and they
will have: to. strengthen their staff to meet the additional demand.

[Ministry of Industrial Dev, and Company Affairs O.M, No.
5(3) /68-SSI(C) dated 19-13-18668 and D.O. of even number dated
1st August, 1967].

Recommendation (Serial No, 35, Para 50)

The Committee note that the small scale sector’s annual capacity
for aluminium has been estimated at 10,369 metric tonnes in 1963, Az
-against this, the allocations of aluminium made to the sector in
1964-65. totalled only 2,191 metric tonnes, Further, while the non-
ferrous metals requirements of small scale wire-drawing plants have
been placed at 39,000 tons, only 5,500 tons of aluminium wire rods
were allotted to these units for the half-year ending March, 1964.

The Committee consider that out of the non-ferrous metals, alu-
minium is of special importance in view of its growing indigenous
production, its versatility and possibilities of being used as a substi-
tute for imported copper and zinc. They are unhappy to find that
although small scale units are prepared to switch over to aluminium
the share of this metal allotted to them falls much short of their
requirements. They consider it particularly unfortunate that even
the existing users of aluminium in the small scale sector should find
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 situation calls
for intensive efforts to replace imported raw materials by alumi-
nium wherever possible. It is obvious, however, that if small scale
units are expected to minimise the use of the imported raw maute-
rials, substitute raw materials should be made available to them in
adequate quantities. The Committee, therefore, urge that Govern-
ment should take immediate steps to augment the supply of alumi-
nium to the small scale sector. The Committee feel that in such a
vital matter as providing adequate facilities for fuller utilisation of
the installed capacity of small scale industrial units any policy deci-
sion should not be frustrated or nullified by administrative lapses

RePLY OF THE GOVERNMENT

The recommendations of the Committee have been noted. This
recommendation will be implemented to the extent possible. How-
ever, it may be pointed out that it will not be possible to induce
large scale units producing raw materials/intermediate/components



38

to supply to small scale units fixed quantities at fixed prices unless
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-SSI(C) dated 19th December, 1966 and D.O. of even num-
ber dated 1st August, 1967].

Recommendation (Serial No. 36, Para 30)

The Committee would also like the Government to take appro-
priate measures to see that in all cases where small scale units pro-
ducing end-products are dependent on large scale processing units
for obtaining their raw materials or components, the latter are re-
quired to set apart a prescribed portion of their products for the
small scale units at reasonable prices.

REPLY OF THE GOVERNMENT

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

Recommendation (Serial No. 38, Para 52)

The Committee regret to observe that under the existing arrange-
ments the auction of non-ferrous scrap available with Government
and semi-Government undertakings is likely to lead to profiteering
and black-marketing and has jurther aggrevated the difficulties ex-
perienced by small scale industries in regard to the availability of
scarce raw materials, ‘

The Committee consider that in view of the scarcity of mon-fer-
rous metals in the country and the consequential demand for the
scrap of such metals by the small scale industries, there is need to
ensure that the non-ferrous metal scrap is made available to the
small units at reasonable prices. The Committee suggest that a
substantial portion of the scrap available with public/departmental
undertakings should be made available to the State Directorates of
Industries or State Small Industries Corporation at reasonable prices
for equitable distribution to the small scale industries having re-
gard to the end-products manufactured by them and their capacities.

REPLY OF THE GOVERNMENT

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

[Ministry of Industrial Dev. and Company Affairs O.M. No.
5(3) /66-SSI(C) dated 19th December, 1966 and D.O. of even num-

ber dated 1st August, 1967].
CoMMENTS OF THE COMMITTEE

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

Recommendation (Serial No. 42, Para 56)

The Committee regret that no serious attention was given to the
implementation of the Third Plan targets for copper, zinc, lead,

sulphur, etc.

The Committee consider it extremely 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 this
important non-ferrous metal. They are also distressed to note that
the projects for expansion of zinc and lead refining should not have
been completed within the Third Plan period. The only metal which
could facilitate substitution ig aluminium, but here agadin there has
been a shortfall 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-ferrous
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 position
after taking into account the requirements particularly of defence
and small scale industries and take necessary measures to ensure
that the production targets in these key metals are reached in the
shortest possible time so as to reduce dependence on imports 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 Ministry of Supply and Technicul
Development and Materia] Planning. The Ministry of Mines and
Metals have stated that:—

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

2. As regards copper, every effort is being made for the spee-
dy implementation and completion of the projects whose:
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. progresy has been hampered by the lack of technical
knowhow and required plant and machinery. ‘

3. Regarding zinc and lead it may be stated that the ander-
taking of the Metal Corporation of India Ltd. which own-
ed the Zinc smejter (under construction) at Udaipur, the
lead smelters at Tandoo as also the Zawar mines was ao-
quired by the Central Government in October, 1965 as it
was found that the Metal Corporation of India Ltd. was
not in a position to complete the project due to its finan-
cial difficulties. The Central Government have since
then formed, in January, 1866, a Government company
viz,, the Hindustan Zinc Ltd. to run apd manage the
undertaking. The work on the project is now progres-
sing satisfactorily. The production from the mines is
proposed to be expanded from present 500 tonnes per day
to 2,000 tonnes of ore per day. The zinc smelter is ex-
pected to go into production by the end of this year. Ex-
pansion of producticn from the lead smelter is also envis-
aged.

[Ministry of Industrial Dev. and Company Affairs O.M. Np.
'5(38) /68-SSI(C) dated 19th December, 1966 and D.O. of even num-
iber dated 1st August, 1967].



CHAPTER IV

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES HAVE
NOT BEEN ACCEPTED BY THE COMMITTEE

Recommendation (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 Commissioner, Small
Scale Industries, conducted by the Staff Inspection Unit in Novem~
ber-December, 1964, have disclosed a surplus of as many as 58 hands
in the Organisation—most of them mnon-technical. The Committee
are, therefore, unable to appreciate the Ministry’s contention that
all the posts that have remained vacant for long periods in the Cen-
tral Small Industries Organisation are ‘very necessary’ for the effi-
cient working of the Organisation.

The Committee would like to recall in this connection the view
©of the International Perspective Planning Team that at the Head-
quarters of the Central Small Industries Organisation “Supporting
staff should be kept ut the minimum ‘consistent with the program-
ming, co-ordination and control function which must be the respon-
sibilities of the Development Commissioner’s Office”. 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 Small Industries Service Institutes nearly half the
strength is engaged in non-technical work. The Committee are con-
vinced that the existence of such a high proportion of non-technical
elements is neither conducive to nor necessary for, the efficiency of an
organisation which i8 primarily meant to render technical assist-
ance and expert guidance to small scale industries. They feel that
the Central Small Industries Organisation should be a compact
body of technically competent leaders who have first-hand experi-
ence of problems facing the small scale industries and can be of
concrete assistance to the small entrepreneurs in resolving their
problems.

In the later Chapters of this Report (Parts I and 1I) the Com-
mittee have pointed out the deficiencies in the various programmes
with which the Central Small Industries Organisation is concerned.

41
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The Committee feel that basically these deficiencies are attributable
to the organisational weakness of the Central Small Fndustries Or-
ganisation. They would, therefore, like to stress the urgent and
imperative need of a critical review of the exigting -orgapisationy,.
and staff strength of the C.S.1.0. 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 such a review ag an early
date so that the Central Small Industries Orgamsthn 4s rid of un-
necessary non-technical staff and equipped with gualified and effi-
cient technical persons so as to enable the Organwafwn to discharge
adequately its responsibilities during the.Fourth Plan peried.

13
REPLY OF THE GOVERNMENT

Recommendations’ of the Staff Inspect-xon Unit have been imple--_'
mented. .

A statement showing the staff at headquarters and the Institutes
of the CSIO category-wise is.attached ,(Appendix, I). [t 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:
under the General Services also serve the officers and sections in
the Technical and Specialists Services. The detai}g of the 20 gazet-
ted officers of the General Administration Division at the Head-
quarters are given in Appendix II - It will be seen therefrom that’
these are very essential .for attending to the work indicated against
each. It may be mentioned that these officers attend not only to
general administration of the headquarters but also 4o such work re-
lating to the various Small Industries Service Institutes 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.

1

In respect of the Small Industries Service Institutes also it will
be seen that there are only 23 gazetted officers and 793 class IIT and
650 Class IV staff in the General Administration’ Division. The
number of gazetted officers, namely 28, for 16 Small Industries Ser-
vice Institutes, 5 Branch Institutes and 65 Extension/Production
Centres is the very minimum essential for efficient management.
As regards the non-gazetted staff it will be appreciated that the
number cannot be considered large, if the work entrusted to the 16
Small Industries Service Institutes, 5 Branch Institutes and 65
Extension/Production Centres under them spread over the counfry.,
is taken into account. )
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In view of the posrtaon explained above, a review as suggested
by the Estimates Committee, does not appear to be necessary.

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5(8)/
66-SSI(C) dated 19th December, 1966 p-68 D.O. of even number dated

1st August, 1967].
CoMMENTS OF THE COMMITTEE

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

Recommendation (Serial No. 21, Para, 33)

The Committee mnote that, during the Third Five Year Plan
period, the progress of expenditure on the small scale industries
programmes in the different States has been determined very large-
ly by the quantum of Central assistance, in the form of loans and
grants, sanctioned to a State. For 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 in 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 actual expenditure is
likely to exceed the Plan target by agbout 18.1 per cent.

The Committee regret to note that although the bulk of 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 States has not been on a uniform rate with the result that
there are great disparities in the levels of actual exrpenditure for
and actual development of small scale industries among the various
States. The Committee fail to understand how the ratio of Central
assistance to different States for the development of small scale in-
dustries can vary so widely.

The Committee also consider it highly unsatisfactory that there
should be no clear relationship or ratio between the Central assist-
ance (loans and grants) a State gets and the contribution that it
makeg from its own resources towards the development of small
scale industries. They would like to cite a few concrete instances
in this connection. Thus, in the case of Bihar, Central assistance
covers only 32.34 per cent of the Plan outlay on smal] scale indus-
tries; white for Madras the percentage of Central assistance to the
Plan outlay is as high as 89.71 per cent. The corresponding figures
for West Bengal and Andhra Pradesh are 48.7 per cent and 49.78
per cent respectively.
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The Committee also find 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, Gujarat, Ma-
dhya Pradesh and Rajasthan.

On an analysis of the data available, the Committee are con-
strained to observe that the present procedure for the allocation of
Central assistance to States has, in practice, worked to the disad-
vantage of the industrially less developed States like Bihar, Rajas-
than and Madhya Pradesh, 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 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 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.

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5(3)/
66-SSI (C) dated 19th December, 1866 and D.O. of even number dated
1st August, 1967].

CoMMENTS OoF THE COMMITTEE

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)

3 view of the many drawbacks in the present procedure for
allocation of Plan funds among the various States for the develop-
ment of small scale industries, the Committee would like to urge
its replacement by a more rational and equitable system, which
would encourage the States to make a greater effort for the develop-
ment of small scale industries as also would contribute towards the
balanced development of the country by bringing up the industrial-
* ly backward States to a higher level.



45 : - ‘;.-
RerPLY OF THE GOVERNMENT

The anomalies pointed out in this paragraph arise out of the
present patterns of assistance 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 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 and Planning
Commission, these have been referred to them separately. The
final 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 19th December, 1966 and D.O. of even number dated
1st August, 1967].

COMMENTS OF THE COMMITTEE

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. 23, Para 33)

A progressively' higher proportion of the expenditure on the small
sector should be borne by the States. This is necessary not only to
make the States feel a real stake in the success of the various pro-
grammes for small scale industries, but also because in view of the
many pressing demands on the Centre, it is difficult to envisage any
substantial increase in the quantum of Central qssistance to meet the
growing needs of the small scale sector.:

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 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 concurrence of the Ministry of Finance & Planning Commis-
sion, these have been referred to them separately. The final decision
when taken, will be communicated to the Estimates Committee.

[Ministry of Industrial Dev. & Company Affairs O.M. No. 5(3) /86-
SSI1(C) dated 19-12-1966 and D.O. of even number dated lst August,

1967].
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COMMENTS OF THE COMMITTEE

"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. 24, Para 33)

-Central assistance to the States should be given invariably on a
matching basis to the contribytion that each State makes from its own
* resources for the development programmes for small scale industries.
" However, to reduce the existing disparities in the levels of industrial
- development, the proportion of Central Assistance should be higher

in the case of less developed States and of States with untapped in-
dustrial potentialities than in the case of the other States.

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 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 concurrence of the Ministry of Finance & Planning Commission,
these have been referred to them separately. The final decision, when
“%aken, 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 lst August
1967]. RS 4

CoMMENTS OF THE COMMITTEE

The Committee are not satisfied with the reply of Government.
Please see comments in para 6 of Ch'apter'{ of the Report.

Recommendation (Serial No. 25, Para 33)

The division of Central assistance to each State into grants and
loans should be in accordance with some definite criteria. Here again,
it would be desirable to give due weightage to the less' developed
' ‘States so that the element of grants: is highe-r in their case as compared

to the more advanced States. AR

»
[

REePLY OF THE GOVERNMENT

_ 'The anomalies pointed out in this péragraph arise out of the pre-
.gent patterns of assistance from the Centre to the States. This has
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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-

wvolves coneurrence | of the Ministry of Finance & Planning Commission,

these have been referred to them separately. The final decision, when
taken, will be comrmmicated to the Estimates Committee

{[Ministry of Induatﬂal Dev. and Company Affairs O.M. No. 5(3) /66-
SSI(C) dated 19-12-1966 and D.O. of even number dated 1st August,

‘1067]. -

PR

CoMMENTS oF THE COMMITTEE

. ' 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, 26, Para 33)

To ensure the praper utilisation of Plan allacations for small scale
industries, the C.S.1. 0. should undertake ‘regular and systematic eva-
“luation qf the actu.al _progress 1 ‘made by the different States in promo-
ting small scile manufacturing activity and give appropmte guidance
ito each State.

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 States. This has
been fully explamed in the wntten notes as well as during oral evi-
.dence before the Estimates Commxttee

To remedy the situation it will be necessary to review the patterns
of agsistance on the lines suggested in the paragraph. Since this in-
volves concurrence of the Ministry of Finance & Planning Commission,
these have been referred to them separately The final 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 1st August,
1967]. TTRTITY™

CoMMENTS oF THE COMMITTEE

The Committee are not satisfied with the reply of Government.
Please see comments in para 7 of Chapter I of the Report.
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Recommendation (Serial No. 27, Para 33)

The Committee do not approve of the present practice whereunder
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 important 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 small 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-employed vocation to the large number
of under-employed and unemployed rural people—even on the basis
of part-time or periodical employment.

Thus, to the extent funds allocated for the small industries pro-
grammes are diverted to the village or traditional industries, there
is bound to be a slowing down of progress in all those important
sphereg where only small scale industry can deliver the goods. The
Committee, therefore, suggest that, in future, the allocations ear-
marked for small scale industries should not be utilised by the
States for other purposes save in exceptional cases and that too only
with prior approval of the Centre.

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 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 lineg suggested in the paragraph. Since this in-
yolves concurrence of the Ministry of Finance & Planning Commission,
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these have heen referred to them separately. The final 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 19-12-19668 and D.O. of even number dated lst August,
1967].

COMMENTS OF THE COMMITTEE

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

New DELHI; P, VENKATASUBBAIAH,
February 20, 1968, Chairman,

Phalguna 1, 1889 (Saka) Estimates Committee..
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APPENDIX 11
(Vide page 42)

Statement showing the details of general Administrative Gazetted
Staff at Headquarters Office

(1) Development Commissioner —1 Head of the Central Small Indus-
tries Organisation.

(2) Joint Dev. Commissioner —1 Second-in-command. Incharge
of all Administrative and coor-
dination work at the Head-
quarters as well as in the field
(States).

3) Director (Grade I) Shri PM. —1 Rural Industrialisation.
Mathai’

(4) Director (Grade II) Shri S.V. —1 Incharge of Planning and Sec-
S. Sharma retary to the Small Secale In-
dustries Board and its various

Committees.

(5) Deputy Director (Admn.) —1 Establishment work of field

staff.

(6) Deputy Director . . —1 Inspection of Institutes and
Centres in the States.

(7) Deputy Director —1 Work connected with the In-
dustrial Estates and State
Government Schemes.

(8) Deputy Director . . =—I Implementation of Mathur
Committee Report (Prt. I and
II) with special ref. to cleara-
ance of banned items.

(9) Asstt. Director (Admn.) —1 Dealing with house keeping of
headquarters staff.
(10) Asstt. Director (Admn). —1 Coordination Committees, Con-
ferences etc.
(11) Asstt. Director (Gr. I) —1 Dealing with the work connected

with permanency, confirma-
tion, quasi-permanency, re-
cruitment rules, principles of
service & other allied matters.
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(22) Asstt, Director (Gr. II) —I1 Work connected with vigilance,
cases coming under discipli-
nary rules, conduct rules etc.

(13) Section Officer —8 Supervisory heads of Sections.

20

Note:—The officers at Headquarters are not only dealing with adminis-
trative work of the Headquarters but also of the various subor-
dinate offices located in the States,



APPENDIX Il
(Vide page 30)

STATE PARTICIPATION

Copy of letter No, 6-SSI(B) (17)/60 dated 20th February, 1961 from.
Ministry of Commerce and Industry to all 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 gcale 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 enterpreneurs to such areas. Recently, 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 establishing 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 Small
Scale Industries Board has suggested that such State particivatior

54
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smight suitably take the form of holding redeemable non-cumulative:
preference shares which would be repayable in not more than #
annual instalments beginning from the end of the third year of the
formation of the company with a divident rate not exceeding 5 per
cent and with the right to vote and appoint directors. It is also sug-
gested that the State participation should not exceed 50 per cent of
the total share capital with a ceiling of Rs. 1 lakh. Further more, in
cases where participation was envisaged the ratio of loang advanced
for fixed capital to the total 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 some 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 backward greas and possibly, to a lesser extent, for assist-
ing persons with little capital but with good technical qualifications,
it might be useful to try out 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 on a limited scale. Funds required for such parti-
cipation could be found from the provision for loan assistance under
the State Aid to Industries Acts. It is Suggested that an Advisory
Committee may be constituted by the State Industries Directorate
consisting of the representatives of the State Bank of India, the State
Financial Corporation, the Small Industries Service Institute, 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 proposals, watching the working of
the concerns, ete.

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 1V
(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 as
-on 1st August, 1866 was 463.

(2) Extent of guarantee:

Under the revised and liberalised 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 52¢ per cent and 60 per
cent earlier. The maximum amount of loss recoverable from the
‘Government against a guarantee in respect of any one advance hasg
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 hag 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 institutions can now seek at their option guarantee in res-
pect of such advanceg 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 for 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 basig of the amount outstanding at the
-commencement of each successive year of the period of guarantee
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instead of on the amount originally guaranted. This will result in
donsiderable saving of the guarantee fees for the borrowers.

(5) Payment of guarantee fee in respect of enhancement in guarantee
cover:

In respect of enhancement in guarantee cover, the fee on the
amount of enhancement is af present payable for the full period of
the guarantee. It will 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 for the borrower,



APPENDIX V
(Vide page 33)

Statement showing the progress in various forms of financial assistance from
Government and institutions to small scale industries

(rupees in crores)

Positionas Amount dis- Assistance

on bursed given du-
during ring  Se-
the Third cond Plan

Plan period

I 2 3
State Aid to Industries (Block 31-3°1966 18-18 12'91
Loans)
State Financial Corporation 31121965 15-08 5:62
(ason3r-3-
61)
Commercial Banks (Including 3131965 7383 26-46
S.B.L) (Jan. June,

61 average)

Credit Guarantee Scheme (out-

standing guarantees) 31°3'1966 49°70 175
(asons31-3°
1961)
Nationad Small Industries Corpo-  31-3°1966 18-67 569
ration (Hire Purchase of Machi-
nery)
State Small Industries Corpora- 1964-65 13°01

tion (Supply of raw materials & 1965-66
and Hire purchase of machinery).




APPENDIX Vi
(Vide Introduction)

Analysis of the action taken by the Government on the recommendations
contained in the 105th Report of the Estimates Committee (Third Lok Sabha):

I. Total number of recommendations

II. Recommendations which have been accepted by Government

III.

IV.

(vide recommendations at S. Nos. 1, 3-5, 6, 8-10, 12, 13,
15-17, 19, 20, 28-34, 37, 39-41, 43-50).

Number
Percentage to total

Recommendations which the Committee do not desire to
pursuein view of Government’s reply (vide recommenda-
tions at Sl. Nos. 2, 7, 14, I8, 35, 36, 38, 42)

Number . . . . . . . .
Percentage to total.
Recommendations in respect of which replies of Govern-

ment have not been accepted by the Committee (vide recom-
mendatiods at S. Nos. 11, 21-2§, 26, 27).

Number.
Percentage to total

so
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