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Title: Discussion on points arising out of the answer given by the Minister of State in the Ministry of Small Scale
Industry, Agro and Rural Industies to Starred Question No. 245 of 8.8.2001 regarding Dereservation in the Small
Scale Sector.
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SHRI M.V.V.S. MURTHI (VISAKHAPATNAM): Sir, | would like to ask a pointed question to the hon. Minister.
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SHRI M.V.V.S. MURTHI : The situation will aggravate with dereservation of small scale industries because carpets
and toys are manufactured as a cottage industry and home industry in certain places like Eluru and Etikoppata of
Andhra Pradesh. It is so everywhere in the country. Employment situation will get aggravated. As it is, we are facing
unemployment problem. How will the hon. Minister ensure employment with this dereservation of small scale
industries?
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THE MINISTER OF STATE OF THE MINISTRY OF SMALL SCALE INDUSTRIES, AGRO AND RURAL
INDUSTRIES, MINISTER OF STATE IN THE DEPARTMENT OF PERSONNEL AND TRAINING, DEPARTMENT
OF PENSIONS AND PENSIONERS WELFARE OF THE MINISTRY OF PERSONNEL, PUBLIC GRIEVANCES
AND PENSIONS AND MINISTER OF STATE IN THE DEPARTMENTS OF ATOMIC ENERGY AND SPACE (
SHRIMAT| VASUNDHARA RAJE): Sir, | think, basically all the questions have already been taken care of by the
hon. Member, Shri Puglia because in his opening remarks, he has covered every single piece of ground which he
wanted to, as far as small scale industry is concerned.

| am actually very pleased that a discussion of this nature is taking place because it is concerning a very important
sector. Everyone is concerned with this across the board. The issue that has sparked this off is actually that of
dereservation. But before | touch upon that point, | would just want to make one point. There is misinformation that
is doing the round that the small scale industry is in extremely bad situation and in its last throes, and that it would
not last long. | think this is a very dismal way of looking at things because if you look at the figures referred to by
Shri Rudy, the hon. Member, it is very clear that the sector is very vibrant and reinventive. When everytime it finds
itself in a particular kind of a situation, it reinvents itself due to its size and is able to continue with whatever



business it needs today.

I would like to say here that when this issue of dereservation started taking place, we looked at the figures of 1997
and those of the last year. The number of items were 15, and 14 had been dereserved. Over a period of time, we
have 799 such items which still remain reserved today.

We have commissioned an independent study to look at the impact of the dereservation of those 15 items that
happened in 1997. We found that there was no negative impact of dereservation of those particular items. | would
just like to look at the brighter side of the things. We do not do any of these things without actually taking into
consideration the views of the stake holders. And it is only after the discussion with the stake holders, we went
ahead with the dereservation of those items.

Hon. Member, Shri Puglia, asked not only about dereservation of these 14 items but also spoke about imports from
China and the effect that imports from China has had upon this particular sector. | would like to say that we have
opened up the economy as a result of various agreements that have come under the aegis of WTO. Therefore,
there is going to be some kind of an impact. This is not something that we can run away from. We have to take into
account the fact that we would be facing a tough task and that we would be exposed to certain amount of
competition. But there would be infusion of capital and technology. There is going to be an opportunity to expand.
Therefore, we can reap the benefits of economies of scale. At the same time, certain protections are available to
take away the negative impact of liberalisation. We will be able to enhance the applied rates to the bound level.
There are something called anti-dumping duties. There are safeguard measures if any injury is caused by sudden
and massive surge of imports. There is a protection to human, animal, and plant health. There is a question of
security of nation. You can impose the same standards applicable to domestic industry and QRs can be re-applied
if we find that we have some problems.

As far as discontinuation of reservation policy is concerned, the reservation policy is compatible with the WTO and
it is an instrument of support to the small industry. This will continue but we will be reviewing the items on the list. It
is not that for the first time these items have been dereserved. We did all this with the full consultation of the stake
holders. As far as China is concerned, | need to tell you that Indian export to China grew by 46 per cent whereas
imports from China grew by only 20 per cent. These are figures which are easily available. Out of the 95 cases
since 1992, anti-dumping investigations are on in 44 cases against China. Recently, duty has been imposed on
sports shoes and dry cell batteries that come from China. Toys have actually been dropped for lack of evidence.
So, the situation is not as bad as everyone makes it out to be. Small industries have a special place and we intend
to be supportive to them because our Ministry is really a facilitative Ministry. Our job is not to be in the business for
doing business. We are trying our very best to put in supportive measures and those measures were announced by

the hon. Prime Minister on 301 July.
MR. CHAIRMAN : Shri Nitish Sengupta, please take your seat. ...(Interruptions)

SHRIMATI VASUNDHARA RAJE: Small industries have a special place. There is a niche market for them which
nobody else can fill. Small industries would always be relevant because of the fact that they are small enough to be
able to move along as far as possible. There is a niche market which they are going to fill. Nobody is going to take
that away from them. They can also, as | said, take into account the economies of scale.

| would just like to quickly mention the kind of support that we have been able to give very recently. The Gupta
Committee made very good recommendations. | would be happy to give a copy of the Gupta Committee

Report to the hon. Members so that they can have a look at it. Very good recommendations came out of it. Two
important lines have been taken. One is about the money that we are putting in towards the upgradation of
technology.

The other one is the Credit Guarantee Scheme which we have put into being because we feel that the most
important thing today for the small scale industry is to have credit support. Now, | think, with the coming into being
of the Credit Guarantee Trust, this is going to be taken into account as well as the upgradation of technology
towards which we have set aside a considerable amount of money.

There are major ongoing schemes. As | said, the Credit Guarantee Scheme itself is for the individual SSls. It gives
the collateral free composite loan up to Rs.25 lakh. Then, there is a Credit Linked Capital Subsidy Scheme for
Technology Upgradation where a capital subsidy of 12 per cent is given on loans taken for technology upgradation.
This again is for individual SSls. Then, we have the ISO-9000 Certification Reimbursement Scheme. Itis a
reimbursement scheme. Costs of obtaining ISO-9000 Certification are reimbursed to the extent of 75 per cent or
Rs.75,000 whichever is lower for the individual SSis.

Then, we have the U PTECH Scheme which is a very useful Scheme. This promotes technology upgradation and



also allows for putting up common facility centres for SSI units of one industry. The Scheme is basically for a cluster
of similar SSI units.

Then, we have the Purchase and Price Preference Policy. Under the Single Point Registration Scheme of NSIC,
358 items are reserved for exclusive purchase from SSI by the Central Government.

Then, there is the PMRY Scheme. Loan up to Rs.2 lakh with a subsidy of 7.5 per cent is given. Then, there are
Testing Centres for which we give an assistance of 50 per cent or Rs.50 lakh whichever is less. These are
available for associations. Then, there is the Integrated Infrastructure Development Scheme. An assistance of 40
per cent or Rs.2 crore is given, whichever is less, for setting up of industrial estates for the SSI units. For the North-
East, the assistance is 80 per cent or Rs.4 crore. Then, there are Mini Tool Rooms. An assistance of 90 per cent or
Rs.9 crore is given, whichever is less, for setting up of Mini Tool Rooms. For upgradation of existing Tool Rooms,
an assistance of 75 per cent or Rs.7.5 crore is given. | think the assistance that is being provided is considerable.

This Ministry itself has come into being only two years ago. The package was announced only last year. | think that
we do need to fairly actually give that kind of time to be able to see how the support systems are going to work.

About the Dr. S.P. Gupta Report, | would submit that | shall be handing it over to you at a later time so that you can
have a look at it.

Basically, you have also spoken about Khadi. Actually, you covered everything. This is a very large and wide
subject. | would be able to extensively discuss it with you. But | think in the interest of time, perhaps, | am trying to
shorten this. About Khadi, | submit that you particularly asked me why did | go for a foreign consultant. | can
understand the reason for having this consultant. Without being apologetic about it, | would like you to know that it
is an Indian subsidiary of Arthur Anderson itself. It is being manned entirely by an Indian Group at this moment. But,
apart from that, it has done consultancy for very prestigious institutions like the RBI, the petroleum companies, for
the SEBs and for various banks. | think it has done very well for them.

What we really required was not actually to tell us about people knew about Khadi sector. But what we looked at
was actually programmes regarding investment and improvement of the actual body when you go into the new
millennium. That is what we are looking at. We are not looking at it to see any kind of improvement for the Khadi
sector itself because there are lots of bodies within the country which know about this sector and which are giving
us very vital inputs. It is a very important sector. We are very much concerned about it. The Government is doing its
very best to be able to put as much effort towards the growth of this sector as possible.

Together Khadi and Village Industries, these industries are producing about Rs.5000 crore worth of goods. | think it
is an amazing amount. With a little bit of push and support from the Government itself, we will be able to do much
more.

Dr. Pandeya asked a question which was very much similar to that of Shri Pugalia's. | think at the end of the day, |
will repeat that they will have to face up to competition. They will have to improve quality because the WTO and the
liberalisation regime is not something that is concerning just India but it goes across the globe. | think, therefore, this
is something that everybody has to put up with. We will have to be able to pull up our socks to take care of
technology and do whatever we can to see that the sector is strengthened so that it can go ahead and face the new
millennium.

18.00 hrs.

Shri Rajiv Pratap Rudy came up with very good ideas. It is not that my Ministry alone that takes care of it. My
Ministry really is a nodal agency. We try to facilitate all this and try to make it easier for the small-scale sector. The
Ministry of Agriculture, the Ministry of Finance, the Ministry of Information Technology, the MNES and a lot of other
Ministries converge upon this sector. It is important that we have a look at the suggestion that was made by the
hon. Member. As far as the convergence, banks and the incentives are concerned, it is a very good idea. We will
certainly look at it. ...(Interruptions)

As far as WTO and the packages are concerned, | have just mentioned to you that yes, there is a protection that is
available but we have to work within certain parameters. We are doing that. WWe have to put into place, things like
War Room in the Commerce Ministry. ...(Interruptions)

MR. CHAIRMAN : Please conclude.

SHRIMATI VASUNDHARA RAJE : We are actually monitoring the impact of the QRs. Out of 300 items which we are
monitoring, 67 items are of interest to SSI.

As far as anti-dumping is concerned, India is a country which is taking the least amount of time to initiate anti-



dumping activities, cases and investigations. It is the second biggest user of anti-dumping investigations after South
Africa.

| mentioned to you a number of cases that have been registered. We are also trying our level best to sensitise the
small-scale sector across the country. As far as the WTO is concerned, we have held 28 seminars across the
country, talked to the associations and tried to involve them in getting the people understand what this is all about.
Similar is the case with regard to the Intellectual Property Rights. At the end of the day, this is a very close activity
between the individual entrepreneur, industries, associations, the State Governments and the Central Government.
| think, here, there are really no parties involved. It is something that confronts all of us. We are interacting at close
quarters with all these people to try and build a substantial base for the improvement of this sector in the country.

| do not have a magic wand. | do not think that the Government has a magic wand and nobody has to be able to say
that things are going to improve radically overnight. This is an amazing sector. There are people who have closed
down their units. There are new start-ups. | just want to give a small figure.

MR. CHAIRMAN : Please conclude.

SHRIMATI VASUNDHARA RAJE: According to the RBI figures, last year, perhaps, there were over three lakh sick
industries but at the same time, we have figures which tell us that under the PMRY, new start-ups of almost two
lakh industries across the country are taking place every year. So, actually there are no figures as such which are
Centrally-maintained about this. The figures which come from the State Government and associations are put
together at the moment in the form of census/sample surveys which would give us a basic idea of as to where the
sickness lie and as to what are the sectors that need to be supported. We will be more supportive of themin times
to come.

Frankly, | think it is a major effort, and it is an effort that cannot be made just by the Government alone. | look
forward to the support of all Members. | am open to suggestions. | would be happy to turn and talk with Members if
there is anything that needs to be looked into and taken care of.

| can only thank all of you — Shri Naresh Puglia, Dr. Laxminarayan Pandeya, Shri Rajiv Pratap Rudi and Shri
M.V.V.S. Murthy - for having taken such a keen interest in the affairs of the small-scale industry. | also thank Shri
Priya Ranjan Dasmunsi who has made his contribution. | would only be too happy to say that if there is anybody
who needs to know or wants to contribute or wants to talk about and discuss the sector, | shall be happy to do it.
Thank you very much.
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