Title: Discussion on the point arising out of the answer given by the Minister of Small Scale Industries and Agro rural Industries on
01.12.2004 to Starred Question No.3 regarding production in SSISector.

17.30 hrs.
HALF-AN-HOUR DISCUSSION

Production In Small Scale Industry Sector

DR. CHINTAMOHAN (TIRUPATI): Sir, | am thankful to the hon. Speaker for admitting this Half-an-Hour discussion
and to your goodself for giving me this opportunity to speak about the Small Scale Industries. It was supposed to be
listed last week but for various reasons it had to be postponed to this week.

Sir, before | dwell on the Small Scale Industries, | would like to give a historical background of the evolution of the
Small Scale Industries. The issue of the Small Scale Industries was first discussed in 1938. It was under the
Chairmanship of the late Pandit Nehru in a regional conference of the Indian National Congress this subject of the
Small Scale Industries were discussed. The late Dasgupta was the convenor of that Conference and Shri K.T.
Shah piloted the Resolution on this subject. After Independence, in 1948, the Government of India passed an order
to have Small Scale Industries in this country. But it was only in 1954 finally that the Small Scale Industries' Board
was formed. In 1954, there were about 20,000 Small Scale Industrial units in this country. Today, there are about
2,31,000 such units.

Sir, what is the philosophy of having the Small Scale Industries? The main philosophy of having such industries
were to reduce regional imbalances, encourage entrepreneurship in the backward areas and to remove
unemployment and to boost exports. This was the main philosophy behind having Small Scale Industries. What are
basically Small Scale Industries? They include the handloom industry, the shoe-makers, the beedi workers, the toy
industry, the handicrafts industry and etc. There are about 800 types of Small Scale Industries. When it was started
in 1954 about 800 types of industries of this nature were included.

Sir, what is happening in this industry today? In backward areas of Andhra Pradesh, in places like in the Chittur
district of Andhra Pradesh, in Rangareddy district of the same State, even in your constituency, Mr. Chairman, Sir,
namely, Mansaud, there are a large number of Small Scale Industries which are in a very bad shape. Even in Delhi,
owing to a judgement of the Supreme Court, the Small Scale Units are facing a lot of hardship. What is the
condition of such units at the international level? In a small country like Bhutan, the growth of Small Scale Industries
is about ten per cent. In Indonesia, the growth of Small Scale Industries is about ten per cent. | would not like to
compare ourselves with a country like China where the growth of such industries is about 16 per cent. Today, as
per records, the growth of Small Scale Industries in our country is about 7.9 per cent. It is quite a small percentage.

Sir, what are the problems being faced by these industries? The main problem that these industries is facing is that
of finance. The banks are not giving proper attention to this sector. The interest rates for loan is very high and the
moratorium given to these industries is very less. The repayment time given to these industries is very less, it is
hardly six or seven years. They also are not getting proper raw materials. They also are not getting proper
marketing facilities and proper incentive for exports on time. The financial institutions are not coming forward to help
them. As a result of these, most of the assets of these industries are being rendered as NPAs and becoming sick.

Sir, here | would like to mention about the NPAs. When the late Indira Gandhi was the Prime Minister, the definition
of NPA was different. When the late Rajiv Gandhi was the Prime Minister, the definition of NPA was different.
Today, the definition of NPA is that if a person fails to repay the interest within a stipulated period, then the assets
of the units become NPAs.

He becomes sick and nobody gives him any support. Government is not prepared to help them. In America, the
definition of Non-Performing Asset is, if a man does not pay back within six months, then that becomes a Non-
Performing Asset. The interest rate in America is one or two per cent. Here, in India, the interest rate for a small
scale borrower is about 15 per cent. Sometimes, they are increasing it to 18 per cent. With a huge rate of interest,
without any proper support from the Government and outside, how will small scale industrialists flourish in the
country? At least, we should try to give them soft loans. As regards the loans we give them, we should give them
more moratorium, less interest and more time for repayment. We must see that they are given some export subsidy
or export incentives. Without this, no small scale industrialist can survive in this country.

We should relax the definition of NPA for the small scale industrialists. The small scale industry has got its own



history and philosophy. With this philosophy, big industrialists can afford to pay the interest on time but the small
scale industrialist is not in a position to pay it on time. He will become sick.

You have established a Bank called the Small Industries Development Bank of India, SIDBI. They are not able to
relax the rules. The CMD who was sitting there did not have any sympathy for poor people. Recently | was told that
he had been transferred to some other place. It is headless today. You need to have a person with pro-poor
thinking, pro-unemployed thinking and pro-small scale industrialists thinking. Without any philosophy, without any
proper commitment, | think the small scale industry cannot flourish.

Kindly look at the RBI today. The functionaries of RBI do not have sympathy for the poor. Not even one person has
got sympathy for the unemployed people. Not even one functionary knows what is poverty and the sufferings of the
people. The same thing applies to the Department of Banking also. The Secretary (Banking) does not know what
happens to the small scale industrialists. We have to have our own people with a firm commitment. We should try to
reduce unemployment and remove poverty. We should try to remove starvation. Only God knows what is happening
to the unemployed people. We have to think of going to their rescue.

The SIDBI while giving loans to the small entrepreneurs are taking post-dated cheques from them. Mr. Hannan
Mollah was mentioning in the Zero Hour that cases are piling up in the courts. What are these cases? Actually they
are not criminal cases. When poor people or the unemployed persons take loan, they are getting post-dated
cheques from them. If they do not repay the loan on time, they are fixing a criminal offence on them and taking them
to the court. These are the cases which are piling up in the courts today.

Section 138 has to be repealed. Unfortunately, without knowing the pros and cons, we have brought section 138
and all the middle class people, the poor people and women are suffering before the courts today. They do not
have advocates to argue their cases and they are going to jail. This is the situation in SIDBI.

There is another problem with the banks. When an MP or the District Collector or when even the Finance Minister
goes to them and asks them to help these poor people under Prime Minister's Rozgar Yojana, the bankers are not
prepared to help them. When we ask them the problem, they say that it is the problem of Central Bureau of
Investigation, the CBI. When Mr. Rajiv Gandhi was the Prime Minister, there was no link between the CBI and the
banks. They were given autonomy and freedom. They were given responsibility. They were taking decisions.

17.39 hrs (Mr. Deputy-Speaker in the Chair)

Today, because of the CBI, the banks are not in a position to help them. Nobody is willing to help them. So, we
must remove this CBI link with the banks. We must give them full autonomy. While selecting the CEOs of banks, we
should select such people who have a pro-poor and pro-small scale industry attitude and who know the problems of
those people. Today, none of the CMDs of banks has sympathy for the unemployed persons.

None of them got any sympathy for the poor. We are selecting these types of people. We have got the Governor
and so many Deputy Governors in the Reserve Bank. None of them knows what is unemployment, what is
starvation. None of them knows the sufferings of the people. With these types of people, how can we help these
industries? How can we help the unemployed people? | am afraid that unless we change these people, with the
people who have good thinking, who have commitment and who have conviction, we cannot help these industries.

Somewhere in the statement, | saw that Small Scale Industrial Development Bank is giving about 60 per cent of its
loans to these small industries; financial institutions and banks are giving about 16 per cent of their money to the
small scale industrialists; and State financial corporations are giving about 70 per cent of their loans to these
industries. On books, they are saying that they are giving this much of money. But in reality, they are not giving any
money. Nobody is coming up.

| request that this definition of Non Performing Assets be changed; try to delink the CBI cases from the banks; and



repeal section 138 to save all these small scale industries from their sufferings.

| request that more commitment be shown. Our philosophy is to develop these entrepreneurs in the backward
areas. It was started by Pandit Jawaharlal Nehru in 1938. We have got a commitment to help these small scale
industries. The Indian National Congress has got a commitment to help these small scale industries.

So, | request you to do the needful. With these words, | conclude.

#ft wall TER (a¥el) : Suena wRIgy, AR i v e Aew ot 3 @) QR @ gaet e gars & A @ off off weoee e
# wansit ¥ aRfed 1 H oft 9U @ o et 9 o €1 |E AT W € 6 8RN U @ Ugd TA.UE.eTE. €1 Bd 40 U B Sarad
AN ST & 3R U <fiF S AoIgY g B B B

A o1 Ry yfayer # 7 o <@ g A9 ol e wR ener ) @A SRR | UG gRTe @ 416 39 ave @ ga QU € T e § T8
of @1 2 fo5 g@at wae &w 8l gafay g9 #3 oft A 9 Fia A 39 0 W R @ 99 a9 $ fag smig e on) #3 oft @
B gH W H e @dd, SWaeN 9 WoH Y, T HAl off 9 ot Per 6w & W oSl AHEisll 1 Sayl o @ fy U 1 = man
S, @1 # sl arean € b gud ey |ea didar sem | saet g g gnn e S g aeen 8 R o e e @ s anfag
o1, @8 & I o W@ e

A $o [§g 44 off & d5E d a1 G| O IERIHR0 BT SR YH gall, (% AR HISH B W1 $ BRI BT FR AN FAR 99 H 3
@ 2 O SEPT TN QH.QH.RME. e B qdhEen dwit ? R ot & wre, R o1 o w QA wmm s qw A fra e 8 @ s R
? @Te B Y HH B, MW 4l W H S, A E g & W gen aren @ 81 pft wer I R $RdeR I w8 | 56 wHe @
TE 31 @ 2 6 APl @ S et 8, SEH BU ggard faar S| Ao @ReR A @1 B @S € B H B3 B gAE fmar of o 9
9 A 15 9fd9d b g8 EHR o B Ugal B | cfesw A4 A1 2 6 A @ra &¥ el it Surer €, Sefh iady W W 9R gfqed 9@ uid
i & die @19 aX 81 $IR @ WK gRI U€ bEl AT ¥ % 10,000 HAS BUY BT G 7 iR Rigdl @ qwn <ft| afs= gard wert §
amar & f& apft 9% 600 S BUY & Ry M Fl R e € P w.gwend. Pier wet @ @Y Ren A gach @A g e 7 A 7 e
faran e o 5 < @ B amen €, HEren Wi ok 4T Tew St 7 R Sigm & w3 R A w1 e g B o, S9 Wy B e
T g ?

FART MY a5 & fF oFR o+ o Al w orve ffor we wu d arga 8 el @ qagwens @ forg v aedt ot -1 amae fasw
e 8 5 a0 wagaaE & forn ome e e &Y T @ 39 Seriexy & ER § AE-amuR e @ w6l & R W) gaewss B ofif
aq @

3o FE 6 w9 Ad o @ € AfT o w1 @Y S0 QXA IR FEd &1 T S TEESTE B Y o, Jifs S Bie SvT anlRy, oY §@ 9
T8 < &1 e fae @ Madrel= v § o B ard B ot fr Mawrel= w3 @ ga @1 € gafew @ o oy gve w9 A & e aneid|
T 3T JRET HY Fehd & b 31T 3T @ A fd ST gl g Are@ ¢ 5 gudt O{« ol 2] arwd d S GATESE o &, ¥ &
IAEA & T TS 8, 3R U ! AR e el g, Tl et &l &, AR CHATERAE FAEN 81 AT A FA A9 8, WAl DI HH B
®1 &M 8l e a1 A gfew far 981 @ wddl| Sad 6 1 S TE SR M agd W AN g9 $ A ol gY 8| g9y qagaaTg &1 Rarg
T A T4 2| o opft FET T 2 fF 6 WE B A UAUIY 81 Sy, THPT A QTR e Areqn| S Wed §¢ Ve gIE I 1 78T &,
Rt qageens W &1 d we e

. W g aad (o) - Sweme Sff, F s Arerm | Aty w35t off @ s argm % oy s @ e 3w 7 o AEd ® e e
ﬁmﬁhwﬁﬁﬁqmgﬂhﬂmm%ﬁ a8 R 9@ @ forg Rasrd 8| wdwfe sgeal & ot ae 3t R 8, Swer dEd gy
BIS-BI ghrgal B R SET AR 37 B &1 €, FRPR B Q@ o7 B oy yaeEie e amfey| o wReR Hig @t oy S A
A BT AT HE? FT FHR A oy Ie A & dey § I90 W™ @ Ier /i B it wwe fGan-fad e @ @ife oy sen
B Feral R o 9% | Sws B W § HNS ad DI MU QR W@ 8 olfdhd 99 &1 Aed "edT 91 W61 ¢l IAUE IR A STH o &l @
oy 3R ¥ &1 &l &3 U VT IUAE DU B (oY TXHR AT JATd DR @l 87

@l gd I SENN ¥ R A 9$ §Y &l #ere el S @1 i e o 6 grivr SE @6, I &S @ iR i@l &1 waErin e @
3R Tg-SEl Bl Hicdred el | @iet am ST @1 [Rfd g8 qa-ita 81 W@ €1 SHd! °re | Sard & iy, Sl dicared e & fiy, aver
@ A BIS A ANS 8, g8 H S aresdn g

MR. DEPUTY-SPEAKER: | have received so many chits. The hon. Member wants to speak but, unfortunately, it is
not possible for me to give the time. The Rule says:

"Provided that not more than four members who have previously intimated to the Secretary-General may
be permitted to ask a question each for the purpose of further elucidating any matter of fact. "

aE W} fag 7fFwa 8 & 9 was @rga g1 Shri K.S. Rao. You have to put only one question.

SHRI K.S. RAO (ELURU): Sir, the Small Scale Industry is an area which everyone of us has to support. The reason
being that people who are involved in this Small Scale Industries are only lower-middle-class people, middle-class
people and possibly between lower-middle-class and self-employed people.



The advantages of these are, the establishment cost is very less, the transport cost is very less, the employment
potential is extremely high, but unfortunately, when you see the statistics, a lot of small-scale industries are a
failure, not because of the people who started those industries, but because of the unfortunate red-tapism and
untimely credit. When a small person approaches a bank for credit, the time taken by the bankers to give him the
loan is too much. They make him go round and round like anything, timely finance will not be given to him and this
poor man will get crippled. That is the main reason why small-scale industries have suffered all these years.
Nobody has got sympathy for them.

Secondly, when they produce the material, proper marketing facility is not there. Certainly small-scale industries
cannot compete with major industries. Naturally the Government has to provide certain incentives to them. For
example, soap, washing powder, pickles and phenol are manufactured in villages. The Government must ensure
that these things are used by Government organisations. Pickles can be used in Government hostels, phenol and
soap can be used in municipalities. But the rampant corruption existing in these Government organisations are
making those officers to look towards major industries where they can get a substantial cut rather than encouraging
these small industries. So, it must be ensured that these materials manufactured by small industries or agro or rural
industries are preferred and utilised in Government organisations.

Similarly, the Government must ensure that garments manufactured by small industries are used by police officers
and even politicians can use them. All the people who come under that sector must be encouraged to use all those
materials that are being manufactured by small-scale industries. It is not being done now.

Let me now come to agro industries. We are making a lot of noise that the farming community is not getting
remunerative prices because value addition is not there. When the farmer produces his material, when it is lying in
his farm, there is no proper price for it. Even if it is there, it is unremunerative. But the moment the material is lifted
from the farmer and taken to the trader, suddenly the price goes up. So, the beneficiary is only the middleman or
the trader and not the producer, the farmer. Suppose, if the Government and the financial institutions were to go to
the farmer to add value to his product, he will feel very happy because he can provide employment in the village
itself. This also has to be encouraged.

Sir, we are spending a lot of money, thousands of crores of rupees, on small industries. One fine morning, we
declare that we would distribute Rs. 10,000 crore loans to small-scale industries. | would like to submit that the
youngsters, the rural unemployed people must be trained scrupulously, their skills must be improved and then they
must be linked to financial institutions. If the skilled people are linked to financial institutions and timely credit is
provided to them, if facilities for storage are provided to them and if marketing facilities are provided to them,
automatically the small-scale industries will flourish and there will be extensive employment in rural areas. If this is
done, we do not need to give protection to the poor people or the middle class people who are there in the villages.
So, my humble request to the Government and more particularly to the Minister is that these people must be
properly trained and they should be given the required credit and other facilities.

Recently, the Self-Help Groups of women are doing wonderfully well. So, they must also be encouraged. We
should not limit the credit facility to them and give only small amounts of money to them. They must be encouraged
to start small-scale industries, rural and agro industries in the villages. They have got character, they are very
jubilant and they think that they have now got the authority to utilise the money to create income-generating assets.

Sir, Shri Chinta Mohan has raised a very good issue. The Minister should not rest with simply answering the
questions raised here or he should avoid the issue. He should take it to the heart and see that these small-scale
industries, rural and agro industries flourish in our country. He should ensure that proper financing is provided to
them by cutting down red-tapism and corruption and help these skilled people in the rural areas.

MR. DEPUTY-SPEAKER: Shri Faggan Singh Kulaste. You may ask only questions in two or three minutes.
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MR. DEPUTY-SPEAKER: Before | request the hon. Minister to reply, if the House agrees, we may extend the time
of the House till this debate is over.

SEVERAL HON. MEMBERS: Yes Sir.
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MR. DEPUTY-SPEAKER: Please address the Chair and not the individual.
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MR. DEPUTY-SPEAKER : The House is adjourned to meet again at 11 a.m. on Monday, 20" December, 2004.
18.19 hrs.
The Lok Sabha then adjourned till Eleven of the Clock
on Monday, December 20, 2004/Agrahayana 29, 1926 (Saka).




