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INTRODUCTION 

I. thc Chairman. Commirree on Public Undertakings having been 
outhorilicd by the Committee to preliCnt the Report on their behalf. 
present this Seventh Report (Eleventh Lok Sabha) on Action Taken by 
Govcrnment on the recommendations cQntaincd in the Forty-Ninth Report 
of the Committee on Public Undertakings (Tenth Lok Sabha) on Notional 
Small Industries Corporation Limited. 

2. The 49th Report of the Committee on Public Undertakings was 
presented to Lok Sabha on 28th February, 1996. Replies of the Govern-
mel'lt to all the recommendations contained in the Report were received on 
2nd September. 1996. Further information called for by the Committee on 
some of the recommendations was received on 15th November, 1996. The 
replies of Government were considered by the Committee on 21st April. 
1997. The COlT!mittec on Public Undcrtak)ngs considered and adopted this 
Report 'at thcir sirring held o'n 21st April. 1997. 

3. An analysis of the Action Taken by the Government on the 
recommendations contained in the 49th Report (Tenth Lok Sabha) of the 
Committee is given in Appendix-n, 

NEW DELIII; 
April 25. 1997 

Vuisakhu 5. 1919 (5) 

(v) 

G. VENKAT SWAMY. 
Chairman, 

Committee on Public Underla~/ngs, 
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CHAPTER I 
REPORT 

The Report of the Committee deals with the action taken by 
Government on the recommendations contained in the Forty-Ninth Report 
(Tenth Lok Sabha) of the Committee on Public Undertakings (1995-96) on 
National Small Industries Corporation Limited which was presented to 
Lok Sabha on 28th February, 1997. 

2. Action Taken notes have been received from Government in respect 
of all 23 recommendations contained in the Report. These have been 
categorized as follows:-

(i) Recommendations/Observations that have been accepted by 
Government:-
Sl. Nos. 2, S to 12, 14, 19 and 20. 

(Ii) Recommendations/Observations which the Committee do not 
desire to pursue in view of Government's replies:-
Sl. No. 13. 

(iii) RecpmmendationS/Observations in respect of which replies of 
Government have not been accepted by the Committee:-
Sl. Nos. I, 3, 16 and 17. 

(iv) Recommendations/Observations in respect of which final replies 
of Government are still awaited:-
Sl. Nos. 4, IS, 18, 21, 22 and 23. 

3. The Committee desire that nnal replies in' respect of recommendations 
for which only Interim replies have been given by Government should be 
furnished to the Committee expeditiously. 

4. The Committee will now deal with the action taken by Government 
on some of their recommendations. . 
A.Promotion 0/ Small Industries in backward areas 

Recommendation (SI. No.1) 

5. According to one of the micro objectives of NSIC, it was to organise 
its support programmes in such a manner as would help the growth of 
small scale industries in the backward areas and by entrepreneurs 
belonging to weaker sections of the society. The Committee were 
astonished to learn that even .after forty years of establishment of NSIC, 

,.. Government had not undertaken any detailed analysis in regard to 
fulfilment of this important objective by the corporation. They had 
comforted themselves by putting the whole responsibility of development 
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of backward areas on the State Government agencies like the Director of 
Industricl and the Small Industries Corporations. The Committee had, 
therefore. recommended that a detailed analysi$ of the impact of activities 
of NSIC in the development of small scale industries in the backward areas _. 
should be made by Government. In the light of such analysis NSIC should 
endeavour to identify the backward areas district by district which have 
potential for development of small industries and provide assistance 
depending on the type of activity which would be viable for them. If 
nece5Sary separate funds should be provided by Government to NSIC for 
this purpose. 

6. The Government have stated in their reply that the micro objectives 
of NSIC were approved in 1982 by the Board when the industrial scenario 
was different from the one that exists today. Now with the llberalisation 
and opening up of the economy there is need to provide different type of , 
support to thc small scalc IICctor. Kceping this in view, the Corporation, in 
its corpomtc plan. has re-oriented its objectives for the promotion and 
development of Small Scale Industries. Industrialisation is the specific 
responsibility of the concerned Stale Government and the Central 
Government supplements the efforts of the States by offering incerltives. 
concclllions etc. for the growth and development of industries. However. 
thc NSIC has been organising support prolrammes for wellker sections of 
the society as well as for the arowth of small scale industries in the 
backward arC8!; by organising Intensive Campaigns of supply of machinery 
on Hire Purchase Bilsis. The assistance provided by Ihe Corporation has 
helped ill employment generation in the rural areas and in backward areas. 
Out of the ~i5tjnce of Rs. 41.064 lakhs provided by NSIC. till 31st March. 
1995 unuer :ifa Hire Purchase Scheme, Rs. 11,804.64 laklts has been 
provided to backward areas. However. Government will endeavour 10 
p(ovide separate funds for this in 'he 9th Plan by formulating suitable 
schemes. 

7. The Committee aft ISt~nlshed wltb the reply of Government whlcb Is 
simply evalive. The Committee bad lpetlflcally recommended a detailed 
a.aly.ls c,r tbe implld of activities of NSIC I •• he develop_eli I of 11118n leale 
Industries In the backward areas to be made by Govern_nt. In the IlIht or 
such analYlis, NSIC should Ideatify the backward areas district by district 
which have pc,tentlal for develo~n' of ... all lnd .... rles and provide 
assistance depencllnc on the Iype of activity whkb would be viable for them. 
The GovemlReDt have failed to undertake any sucb detailed analysis and 
have limply stated that NSIC h .. been o .... n .. I •• support programmes for 
tile II'Owth of smaD scale Industries In lhe backward areas. Even the Impact 
of NSIC', efforts In backward area' In the matter or Irowth or small 
lnd .... rIes and employmen. l,n",.'IOI'I ha. not been quantlned. The 
Committee wonder how In the absence or IdenUncaUon rI backward areas ~ 
whicb bave potential tor development of slRali Indultries, separate fundJ are 
proposed to be provided for In the 'th Five Year Plan. The Committee, 
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therefore, reiterate that a detailed analysis of the impact of NSIC', activities 
in the backward areas should be undertaken and the Corporation should 
make special etrorts for development of small Industries In such areas 
depending 011 the type of activities which would be viable for them. 

B. Delay ill ellleting inlo of MOU 
Recommendation (SJ. No.3) 

8. While commenting on the delay in signing of MOU for the year 1995-96 
the Committee had observed that inspite of the L"suranee given to them by 
the Secretary,' Department of Small Scale Industries & Agro and Rural 
Industries that the MOU would be signed by the end of September. 1995; 
the same could only be signed on 19t~ December, 1995. The Committee 
were not at all convinced with the argument of the Min~try that pending 
the signing of MOU, NSIC had been told to go ahead with their work. 
Thcy had emphasised that if the MOU was not signed well in time it would 
not only lose its importance but would remain only an exe.rcise on paper. 
They had recommended that in future it should be ensured that the MOU 
is signed in time. 

9. Government in their reply have stated that the process of signing the 
MOU for the ycar 1996-97 wa, initiated in January, 1996. The NSIC 
submitted the draft MOU to the Department of Public Enterprises on 
26th February. 1996 with a r,,~y to the Department of Small Scale 
Industries and Agro and Rural Industries. The draft was examined in the 
Departn1ent and forwarded to DPE on 19th March, 1996. After the 
meetings hel~ on 27th March and 6th June, 1996. NSIC was requested to 
make certain modifiC'ltions and to send the rcvised MOU to the DPE for 
their consideration. Thc MOU between the Ministry of Industry and the 
NSIC is stated to have been signed on 23rd September, 1996. 

10. The Committee deprecate the delay in signing or the MOU for the 
year 1996·97 IK!tween the Government and NSIC Inspite or their categorical 
recommendation that the process should be completed well in time. It is 
disquieting to note that while the p~oc:ess or finalisinK the MOU Is initlated 
In January, 1996, the MOU could finally be signed only III September, 1996. 
The Commillc.oe ullderstand that the Department of Public Enterprises have 
recently ~ssued luidelines for expediUnK the process of entering into MOU •. 
The C"mmltlee recommend that these guidelines should be followed In leller 
and spirit so thai such delays do not recur. 

C. Extension of Equipment Leasing Scheme 
Recommendation (SI. No.6) 

11. The Committee observed that Equipment Leasing Scheme which was 
relatively a new scheme of the Co.rporation showed an upward trend. 
During the years 1992-93 to 1994-95, the number of units assisted under 
this scheme were 109. 91 an~ 285 respectively while, the profit earned 
under this scheme was Rs. 102.41 lakhs. Rs. 131.34 lakhs and Rs. 145.33 
lakhs respectively. Howevcr, what perturbcd the Committee was the fact 
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thnt the scheme was extended only to the existing viable units whieh 
undertook on either modernisation or technology upgradation or expansion 
of the units simply because only such units were able to repay the dues in 
time. They hlld opined that the scheme should be extcnded to all units 
existing and ncw-based on merits of each case. While noting that the 
equipment leasing scheme was concentrated only in a few States like 
Delhi. West Bengal and Tamil Nadu and in some of the States like 
Himachal Pradesh. Karnntaka. J&K and all the North Eastern States 
except Assam. the scheme was yet to be started. The Committee 
emphasized that the company should endeavour to provide' assistance 
under this scheme evenly in all the States. 

12. In their reply. the Government have stated that the base of the 
operationalisation of equipment leasing scheme has been further enlarged 
to cover Technocrats with B.E. degree. Export ,oriented units and units 
promoted by reputed as. .. ociateslcompanies. There is also a list issued by 
the officc of DC(SSI) covering industries where new units can be assisted 
under thiS" scheme on the merit of thc casco Howcver, viability of the unit 
is taken into consideration before providing assistance under the scheme. 
The Milli!llry huvc also stated that the Corporation has been reviewing the 
modifications in its Hire Purchasc1.easing Scheme from time to time to 
ensure that the assistance is provided to the maximum number of viable 
units. During the last 10 years, a number of non-banking financial 
companies have come into existence and the SSI entrepreneurs have now a 
wider choice in the matter of availment of financial assistance and credit. 

13. The Committee observe that the Equipment Leasina Scheme oC NSIC 
has lwen Curther enlarged to cover Technocrats with B.E. DeKree, Export 
oriented units and units promot~ by reputed assoclate:Ycompanles. The 
Commltt~ would like to emphasise that the scheme should be extended to 
more and more categories oC small units. Besides efforts should be made to 
make a"ailuble assistance under this scheme In an the States hitherto not 
covered by the scheme. ' 

D. Refinancing Facilities to NSIC and surplus funds of foreign banks 
R~ommelldatiC)n (SI. Nos. 16 and 17) 

14. The Committee nad pointed out that if NSIC was expected to 
provide assistance to small scale sector at reasonable rates, it was 
imperative that the company should be able to rjlise resources at a lower 
rate. They hlld also noted that inspite of the assurance given by Reserve 
Bank of India to NSIC that it would gct funds at three per cent less than 
thc normal market rotes, the ,same failed to fructify. Small Industries 
Development Bank of India (SIDBI) had also raised its ratc of interest on 
direct loans to NSIC to 19% while the 3vcrage rate of interest charged by 
NSIC WILCi I7%.. The Committee recommended that the matter providing 
funds to NSIC by financial institutions at eoneessionaL ratc, should be 
taken lip by the Ministry with the RBliMinistry of Finance. They also 
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recommended thnt SIDBI should also be persuaded to extend refinancing 
to NSlC as was done for State Government agencies, since NSlC was also 
engaged in the promotion of small industries. While noting that the foreign 
banks were required to deposit the shortfall in their mandatory lending to 
priority sector with SIDBI and NABARD, the Committee had desired that 
part of such surplus funds of Foreign Banks should also be deposited with 
NSIC since it is exclusivcly engaged in promotion and developmcnt of 
small business enterprises, a key priority sector. 

15. In their reply the Government have stated that the matter regarding 
charging of lower rate of interests on the financial advances granted by 
Scheduled Commercial Banks to intermediatory financial institutions for 
the purpose of on-lending to ultimate borrowers has been taken up along 
with the question of refinancing facilities to NSIC by SlOB!. The Ministry 
of Finance has been requested to specify NSIC as an eligible institution for 
refinance facilities un~er the Small Industries Development Bank of India 
Act, 1989. The response from the Ministry of Finance is awaited. In regard 
to the inclusion of NSIC as a recipient of surplus funds of foreign banks it 
has been stated that the Department of Economic Affairs have examined 
the matter in consultation with RBI. As per current instructions foreign 
bunks arc required to lend 32% of their new bank credit to the priority 
sector and those banks w~ich fail to achieve the said target are required to 
deposit with SIOBI the shortfall in their priority sector lending for a period 
of one year at .an interest of 8% p.a. As at the end of March, 1996 it has 
been observed that f.)reign banks as group have already surpasssed the 
target as their priority sector advances constituted 39%. The Qcposits with 
SIDBI have also indicated a declining t·rend year to year. Hence RBI are 
not in favour of inclusion of NSIC. as an eligible institution to receive 
deposits representing the shortfall from for.eign banks. 

16. The Commiltee are pained to observe that the Government have not 
so far been able to decide on the Important issue of maklnl available funds 
to NSIC at concesslonal rates and speclfyln, NSIC as an eligible Instllutlon 
for refinance facilities under the SIOBI Act, 1989. Needless to say, that any 
further delay III the matter would ultimately have an adverse impact on the 
promotion of' small scale sector by NSIC. The Commltlee, therefore, 
recommend that a decision in the matter should be taken within three 
months ()f the presentation of report and the Committee be apprised of the 
same. 

17. The Committee are also not satisfied with the reply of Government In 
relard to Inclusion of NSIC as a recipient or surplus funds of forel&n banks. 
They wish to point out that although the foreign banks as a group ·have 
surpassed the target of lending 32% or their net bank credit to the priority 
sector, there mi&ht be some Individual foreilA hanks which have failed to 
achieve the !laid tarlet and which accordlnl to current in!ltructionl are 
required to deposit such shortfall with SIDBI. The Committee reltente that 
• part of sucb surplus funds of forello banks should be deposited with 
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NSIC with is exclusively engaged In promotion and development of sman 
scale Industries. 

E .. Definition of Small Scale Industry 

Recommendation (SI. Nos. 22 & 23) 

18. The Committee were informed that at present an industry is termed 
a small scale industry if the investment of plant. machinery 'and equipment 
is less than Rs. 60 lakhs. NSIC submitted a proposal (in 1994) for raising 
this limit to Rs. 2 crores. The Committee had desired that in view of the 
need of technology upgradation on account of compctitilln an early 
decision in regard to raising this limit should be taken by Government. 
The Committee had also desired that the study stated to have been 
undertaken on account of NSIC to find out the impact of liberalisation on 
small scalc sector should be expedited. Having given to understand that 
the Government proposed to curtail the list of items reserved exclusively 
for thc small scnle sector. the Committce had recommended that in view of 
the importance of thc small scale sector in the Indian context the 
curtailmcnt of list be dcfcrred till such time as the small industries were 
nble to improve their quality and procure state of the art technology and 
could compete in do.nestie as well as international markets. 

19. In their reply the Government have stated that the prbposal for 
raising the limit of Rs. 60 lakhs on the investment of plant and machinery 
etc. has been under consideration since 1996. It was later on decided that 
as the Department of Small Scale Industries and Agro and Rural Industries 
have constituted an Expert Committee on small Enterprises under the 
Chairmanship of Dr. Abid Hussnin former Member, Planning Commission 
to look into the promotional and protective policies related to the Small 
Scale Scctor and other related aspects, a decision on raising the investment 
limit may be dcferr~d till the receipt of rcommendations of thc Expert 
Committee. Based on the report, Government will also :ake suitable 
measures for the promotion and development of small scale industries in 
the company. 

20. Since the Repurt of the Abid Hussain Committee has now been 
I.uhmltted to Government, the Committee desire lhal the decision In regard 
to raising the Ilmllcm Investment of plant, machinery and equipment by a 
unit 10 qualify as a small lCale industry as also the reservation of items 
exclusively for manufacture In Ihe sman scale sector should be taken 
Immediately and the Committee· apprised of the same within three months. 



~ CHAPTER n 
RECOMMENDATIONS TIlAT HA VE BEEN ACCEPTED BY 

C10VERNMENT 
Recwnmendation (SI. No.2) 

The Committee find-:tha~ the company prepares its Corporate Plan 
coterminous wit! the·Five Year Plan. The corporate plan for five years i.e. 
1992-97 was 'prk!pared in the year 1991. The Committee arc of the opinion 
that in order 10 have a clear picture of the direction in which the 
company's activities arc to be oriented, it would be more meaningful, if 

) the corporate plan i~ prepared for a longer period. The Committee, 
thercfqre, recommend that the corporate plan of the company for the 
periodi beginning 1997 should be for a period of ten years which could be 
reviewed after five years. They also desire that as assured by the Secretary. 
Deplt. of Small Scale Industries & Agro and Rural Industries this 
corporate plan should be finalised by April. 1996. 

Reply of the Government 
The Corporation has prepared its Corporate Plan for the period 1997-

2007. The Corporate Plan has been ~pproved by the Board of Directors of 
the Corporation. 

[Ministry of Industry, Department of SSI & ARI, O.M. No. 11127;1)5-
. SSI(P), 2-9-96]. 

Recommendation (SI. No.5) 
Hire Purchase Scheme is one of the oldest schemes which the 

Corporation is running to benefit the small scale industries and which has 
been very well received by first generation entrepreneurs. However, the 
Committee find that of late NSIC has accorded low priority to this scheme. 
It is seen that the number of units assisted in 1989·90 was 925, with the 

~ hire purchase' value being at Rs. 2757.47 lakhs. The number of units 
assisted sharply decljned. to 67 during 1994-95 with the value of hire 
purchase at Rs. 292 lakhs. The profits in this activity also declined from 
Rs. 63.98 lakhs in 1989-90 to just Rs. 11.19 lakhs in 1993-94. The main 
reMon of squeezing assistance under this scheme according to NSIC is the 
non· availability of funds, which resulted in restricting this scheme only in 
the backward areas and to the areas where subsidy was available. 
According to the Ministry this scheme has been accorded low priority due 
to problems of the recovery of instalments. The Committee recommend 
that as assured by the Chairman, NSIC's Hire Purchase Scheme should be 

.. given boost as this is the scheme which has been. found to be quite useful 
in stimulating the growth of small scale unit~ in the country and is 
acknowledged by the first generation entrepreneurs and has also been 

7 
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extended to old llnits. The Committee urge that NSIC should revitalize this 
Scheme by raising their own resources to the extent possible. The 
Committee recommend that special attention needs to be given to rocovery 
aspect of this scheme. 

Reply of the Government 
It is a fact thnt the Hire Purchase Scheme was accorded low priority due 

to problems of recovery of dues on investments made earlier. The Govt. 
agree that the activities of the Corporation should be revitalised. Since the 
Hire PurchallC. Leasing etc. are commercial activities of the Corporation, 
the Govt. is supporting tbem by way of equity support etc. However, it is 
also enjoined up on the Corpn. to make necessary changes in these 
schemes so that while serving the interest of Small Scale Industry, the 
interest of the Corporation also docs not suffer and they earn sufficient 
margin out of these adivities so as to fund their promotional activities. The 
Corpn. has decided to continue the Hire Purchase in full swing so that it 
may stimulate the growth of small scale units in the country. It is also 
laying more emphasis on the recovery aspect so that past outstandings are 
brought to a minimum low. 
[Ministry of Industry, Department of SSI&ARI, O.M. No. 11127/95-

SSI(P), 2-9-96] 
R~ommendatlon (Sl. No.6) 

The Committee note with degree of satisfaction that Equipment Leasing 
Scheme whieh is relatively a new scheme of the Corporation is showing an· 
upward trcnd. During the years 1992-93 to 1994-95, the number of units 
assisted under this scheme was 109.91 and 285 respectively ~hile, the profit 
earned under this scheme wa~ Rs. 102.41 lakhs, Rs. 131.34 and Rs. 14!i.33 
lakhs' respectively. However, what perturbs the Committee is 'the fact that 
the scheme is extended only to the existing viable units whieh undertake 
either modernisation or technology upgradation or expansion of the units 
simply because only such units arc able to repay the dues in time, The 
Committee understand that Equipment Leasing Scheme has recently been 
extended to the 'Now Units' called Small Scale Services and BuSiness 
(Industry Related) Enterprises, While not undermining the re-payment 
aspect. the Committ'?c arc of thc firm opinion that this !Chcme should. not 
be restricted to a few selected categories of units but should be extended 
to all unit~xisting and new-based on merits of each case. In the comiA, 
years, if thisseheme is able to carn handsome profits, the same could a¥ 
be utilised to sustain a part of the promotional activities of the company! 
The Commincc also note that at present the equipment leasing scheme it 
concentrated only in a few States like Delhi, West Benga,l and Tamil 
Nadu. In some of the States like Himachal Prdesh, Karnataka, J&K and 
all the North-Eastern States except Assam, the scheme is yet to be started: 
The Committee need hardly emphasize that the Company should 
endeavour to provide assistance under this acheme evenly in all the States. 

., 

.\\ 
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Reply or the Government 
The base of the opcrationalisation of equipment leasing scheme has been 

further enlarged to cover: 
(~) Tccl,uocrats with B.E. degree. 
(ii) Export oriented units & 
(iii) Units promoted by reputed associates-Cos. 

There is also a list issucd by the office of PC(SSI) covering industries 
where new units can be assisted under this scheme on the merit of the 
case. However. viability of the unit .is taken into consideration before 
providing assistance under the scheme. 

The Corporation has been reviewing the modifications in its Hire 
Purchasc/leRsing Scheme from time to time to ensure that the assistance 
is provided to the maximum number of viable units. 

Durin, the Inst 10 years, a number of non-banking financial companies 
have come into existence and the 551 entrepreneurs have now a wider 
choice in the matter of avoilment of financial as.4;istancc and credit. 
[Ministry of Industry, Department of 5SI&ARI, O.M. No. 11127195-

Comments or the Committee 
Please sec Para 1:\ of Chapter I of the Report 

Rec:omntendatlon (SI. No.7) . 

SSI(P), 2-9-96] 

The Committee note that NSIC hall five Prototype Development and 
Training Centres at Okhla, Howrah. Rajkot. Madras and Hyderabad. In 
addition to that it has 6 subccntres also at Aligarh. Dindigul. Ka.4;hipur, 
Guwnhati. Rajpura and Khammam. These centres provide technical 
support to small scale sector by providing trained manpower. developing 
prototypcs. providing common facilities and quality testing facilities etc. 
These activities arc stated to be more or less promotional in nature. The 
Committee desire that efforts should be made to set up more such centres 
partictthirly in the rural and ba.;kward areas. The Committee also came to 
know that these centTCs have 110 far incurred a deficit of about Rs. 1190 
lakhs upto the end of 1994-93. The NSIC wants that since POTCs arc not 
cngaged in commercial operations Government should meet full cost of 
running them ond also reimburse the deficit incurred so far. The 
Government's view on the contrary is that NSIC should make the activities 
of the PDTa; commercial to a certain extent in order to raise some 
resources for running them and the rest can be provided by Government. 
The Committee arc of the opinion that if at all the activities of PPTCs are 
to be commercialized. it should be done to the minimum extent while 
maintaining their predominant promotional character. In any casc. a 
decision in .this reaard should be taken without further delay and NSIC 
should be reimbursed at least the amount incurred on the promotional part 

J60kfLS/F-3-
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of the activities. The Committee also desire that for the specialised training 
which is imparted in these PDTCs the compallY must have liaison with 
employment exchanges also apart from the industrial houses 50 as to leave 
no stone untllrncd to get the trainees an opening in the industry. 

Reply or lhe Cov"rnm"nt 
The Govt. of India reimburses the expenditure incurred by the 

Corporation in running the PDTCs and Sub-Centres. The Prototype 
Development & Training Centres at Okhla. Howrah and Rnjkot arc 
funded out of the non-plan grants. The grants arc provided al 
reimbursemcnt to the Corporation for running these PDTCs. The deficits 
have occurred in respect of the three PDTCs which arc funded out of non-
plan gmnts. This mattcr has been taken up with the Min. of Finance again 
with thc suggcstion that it should be a one time settlement and that 
henceforth there will be a panern of assistance for these PDTCs. Further, 
the Governmcnt as has already been stated. assists the Corporation by way 
of equity support etc. and expect the Corporation to increase its 
profitability so that they arc able to meet part of the running cost on these 
promotional activities including PDTCs. As regards opening of more 
PDTCs. the Govt. has other schemes being operated by the Small 
Industries Development Organisation (SIOO). Moreover, the emphasis is 
on invulvement uf Non-Governmental Organisations (NGOs) in training 
and olhcr relalcd activities. However, Govt. is of the view that existing 
PDTCs should bc modernised and their training programmes re-structured 
so mi to kccp in tunc with thc changes taking place in technology and in 
the present industrial scenario in the era of liberalisation. 

The Li .. ison with the Employment Exchange is a good idl!a and will be 
followed up. However, this may not be of much benefit to the trainees as 
the Employment Exchanges generally get requisition from Govt. 
Departments only. Most of the Trainees get placed in private &cctor. A 
large number of trainees get placement from the Campus ilself. This is a 
faster and more effective route. However. the Corporation will establish 
Linison with Employement Exchanges. 
[Ministry of Industry. Department of SSI&ARI. O.M. No. Il1.Z7.A)S-

SSI(P), 2-9-96] 
Recommendalion (SI. No.8) 

The Committee find thllt marketing i5 one of the important commercial 
activities of the ~>~l'poration. The Corporation's role in this field cannot be 
over emphasised as it market5 the products of small and tiny industry 
which is otherwise difficult for them if they do it individually. But the 
Committee nrc perturbed to find that the value of marketing support 
declined sharply from Rs. 40.50 crores in 1993-94 to Rs. 19 crores in 1994-
95. The Committee strongly recommend that marketing of SSI products 
should be given a fimp 50 that small industries can fight the glamourou.'1 
marketing campaigns launched by Multinational Corporations who have 
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entered lately into consumer products also. The Committee arc unhappy to 
note thnt the marketing oSllistanee programme is also maximum in four . 
States viz. Delhi. Tamil Nadu, Maharn.o;htra and Gujarat. They have yet to 
start this scheme in almost all the North·Eastern States except As-o;am. 
They desire that vigorous efforts should be made to provide assistance 
under this scheme in all regions of the country. 

Reply or tbe Government 
According to NSIC in the recent years, a trend has been noticed that 

majority of the Government Departments and major buyers have started 
giving lesser weightage to the NSIC sponsored units purticipating in tender 
marketing. Consequently, lesser number of units have been participating in 
Govl. Purchase Programme because of the non·exemption of EMD and 
Performance Guarantee. This Ministry is taking up with the concerned 
Departments whenever instances of such nature arc brought, to its notice. 
As regard II the questi6n of extending the role of the Corporation to other 
parts of the country, their aSllistancc is available to them also. However, 
they arc being directed to make vigorous efforts to increase the quantum 
of as.llistance. 
[MinistrY of Industry, Department of SSI&ARI, O.M. No. 11127t95·SSI(P) 

. 2.9.96) 

Recommendation (Sl. No.9) 

The Committee note that NSIC has set up Market Development Centres 
at Delhi. Madras and Cochin for the promotion of marketing of Small 
Industries products. The Committee expect that such centres at Patna, 
Ahmedabad and Calcutta would be set up within this year. The Committee 
dcsirc that keeping in mind the feedback, such centres may be set up at 
other places also to provide an effective marketing outlet to the small scale 
units. They would also suggest that the profit and loss account of each of 
thcse centres should be maintained separately in order to ensure effective 
monitoring of their performance. They also desire that the proposed 
Market Information Centre should be set up expeditiously. 

Reply ur the Guvernment 

Market Development Centres arc being made more purpose oriented by 
proper relocation, keeping in view the viability of such Centres. 
Instructions hrive been is.llued by the Corporation to the concerned offices 
to maintain separate profit and Io.~s account of Marketing Development 
Centres in order to ensure effective monitoring of their performance. 

The Corporation has been asked to evaluate the performance of the 
existing Centres and come up with proposals for opening of more Centres 
if potential for such centres exists. 
[Ministry of Industry, Department of SSI&ARI, O.M. No. 11127t95· 

SSI(P). 2·9·96) 
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R4K:ommendlition (SI. No. 10) 
The Committee find that .the NSIC participates in around tcn Natior;lal 

and six International Fairs/cxhibitions in a year for giving an exposure to 
SSIs to the national/international market. The business generated from 
such fainvexhibitions for the small scale industries during 1992-93 to 1994-
95 was Rs. 16.47 erores, Rs. 19.11 crores and Rs. 26.32 crores, 
rellpectivcly. The Committee urge that NSIC should participate in larger 
number of fairs and concerted efforts should be made to increase the 
number of units whieh participate in these cxhibitions and to gcnerate 
more and more bUlliness for them. NSIC should also organillc on its own 
exhibitions of SSI productS at different places in the country. Also, in their 
Tcchmart. which ,-'Oincides with the India International Trade Fair, all out 
efforts should bc made for maximum participation of foreign companies. 
Besides. the Committee concur with the views of the Ministry that more 
and more small sector entrepreneurs lIhould be taken in the delegation to 
foreign countrie!i in!itead of officinls. 

Rl'ply ,,( the Government 

The Government agrcell with the views of the Committee. NSIC has 
already initiated action to organise exhibitions of SSI products in different 
parts of the country. Recently, an exhibition was organised in Rajkot. 
Gujarat. As regards participation of foreign companies in Techmart. the 
Corporation has already established contacts with counterpart agencies in 
developed countries. The Corporation will endeayour for participation by 
foreign c(')mpanies WIIO arc intercsted in transfer of technology to Indian 
small and medium enterprises. However, the NSIC has already organised 
visit of business delegation to Taiwan. South Korea and' Germany 
facilitating one-to-one diseullsions on the transfer of technology. joint 
venture. technical collaboration, etc. Even during the exhibitions, visit of 
entrepreneurs is facilitated to ensure conclusion of business deals without 
any delay. 

Keeping in view the reeommendationll of the Committce that NSIC 
should also organise its own exhibitions of SSI products at different places 
in the country. Corporation organised Udyog Expo'96 at Rajkot and is 
planning to organise more such exhibitions at other Centres. 

[Ministry of Industry. Department of SSI&ARI, O.M. No. 
1lt27.AJ5-SSI (P), 2-9-96] 

Retommendatlon (SI. No. 11) 

The Committee oru;ervc that notwithstanding the fact that NSIC is 
makin& efforts to incH:aM; the exports of sst the actual benefits aecured to 
Small Scale Industrics sccm to be marginal. During 1993-94, against a total 
export turnover of S5I units of Rs. 24149 crores the exports through NSIC 
was only Rs. 13.21 crores. The Committee caRnot but recommend that 
NSIC must pay much more attention to the export aspect of SSI 
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sector in order to increase export earnings of this sector. The Committee 
also desire that the Administrative Mini5try, in consultation with 
Ministries of C6memercc and External Affairs should initiatc action for 
forming special task force to monitor and assist in exports of small scale 
industrics. The action taken in this regard should also be intimated to the 
Committce. 

Reply of the Government 

According to NSIC. the units who seck initial assistance from NSIC for 
export arc gradually able to export on their own, once they establish 
linkages and learn how to process the documents, thereafter, new units 
arc inducted in place of them. 

NSIC hos now decentralised the exports to the regions and with the 
lolal involvemenl of regional and branch offices, the interaction with the 
local industry is more effective and hcnee there is likely to be an 
cxtcnsivc participation by the SSI in export market. 

There is Standing Committee on Exports in this Dept!. under the 
chairmanship of Secretary (SSI&ARI) whieh also includes the 
representatives of Min. of Commerce, various organisations under this 
Dcptt .. representatives of State Govts. and SSI ·associations. It has also 
been 5Ct up with the objective ·of coordinating and promoting exports 
from the small scale industries. Besides, on the recommendations of the 
Min. of Commerce. this Dept!. has set up a one Man Export Promotion 
Cell. under the Joint Secretary incharge of SSI in the Deptt. This is to 
review the bottlenecks I impediments if any. which arc faced in the field 
of exports by units which come under the purview of this Deptt. 

(Ministry of Industry, Department of SSI&ARI, O.M. No. 
11127I9S·SSI(P). 2-9-%] 

Recommendation (SI. No. 12) 

The 'Committee arc happy to note that NSIC is doing fairly well in its 
project export. business. The project exports during 1991-92 to 1993·94 
amounted to Rs. 133.69 laC-II, Rs. 62.64 lacs and Rs. 168.29 lacs. 
respectively . But they are of the view that on account of the increasing 
demand from the developing countries in the supply of projects on 
turnkey basis there is still lot of scope in tbis area. They therefore, desire 
that NSIC should conduct a study in this regard and make an earnest 
effort for expanding this business not only in Africa and Asia but in all 
Ihe third world countries specially the SAARC nations. The seven 
projects which arc stated to be under negotiation should also be finalised 
soon. For giving a boost to the project export business. NSIC should also 
keep itself abreast of the latest technology which could be available at 
cheaper rates from other countries. 



14 

Reply of the Government 

The Corporation is taking steps to give priority to project exports. 
Pamphlets arc being made to acquaint the entrepreneurs in developing 
countries with the project ideas that could be realised in their own country. 
Close contacts have becn maintained with SAARC nations cspecially 
Sri Lanka and Nepal. The Corporation has already taken action to 
organise exposition in Mali for display of projects. This exposition facilitate 
entry into other Franco phone cl)untrics for setting up of Industrial 
Projects. Studies have also been carried out in Namibia. Zimbabwe for 
seuing up of Technology dissemination and Training Cenlres under ITEC 
programmcs. An cntry has also becn madc in Saudi Arabia for Tunc Mill 
Project. 

[Ministry of Industry. Department of 551 & ARI. O.M. No. 11121195· 
, SSI(P) Dated 2-9-1996) 

Additional Information called by the Committee 
Recommendation (SI. No. Il) 

Whether the Government have conducted any study to boost the export 
of projects on turnkey basis to dcvcloping countries? If so, the details may 
be given. 

Reply or the Government 

NSIC is involving in supply of Turnkoy projects to different countries in 
Asia and Africa. It has carried out studies for exports in Zimbabwe, Mali 
and other countries. In Zimbabwe. a three members team visited. studied 
:n detail for setting up of a Training-Cum-Technology Dissemination 
Centre for dissemination of information on various projects. In Mali, an 
exhibition will be held in December. 1996 for display of small industrial 
projects. NSIC. office in South Africa has already established liaison with 
Chamber of Commerce and other institutions for supply of projects on 
Turnkey basis to that country. Normally. the 8S5Cssment of requirement of 
projects is undertaken through participation in exhibition, discussions with 
the delegations visiting them peroditally. NSIC also participates in 
delegations being sponsored by diffcrent AssociationS<>rganisations to 
a.'iSCSS the requirement of turnkey projects in developing countries. 

[Ministry of Industry. Deptt. of 551 & ARI. O.M. No. 11127195·5SI (P) 
Dated 15.11.1996] 

Recommendation (SI. No. 14) 

The Committee are concerned to note that the profitability of NSIC has 
been very low over the years. The net profit earned during 1992-93 to 
1994-95 was only Rs. 124 crores. Rs. 1.31crores and Rs. 1.60 erores 
respectively. The Committee would like to point out and that according to 
the statement of micro-objectives of the company. though its prime 
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objective was development, it would endeavour to earn a reasonable 
rate of rcturn on invcstments. But during 1993-94. the rate of return 
was a meagre 2.11 % on equity and 7.73% on investment while 
according to thc Ministry, thc idcal rate of return on investment for 
NSIC would be 12%. The Committee were given to understand that 
the return was low because of higher rates of interest on borrowing 

, raised by the company and because a part of such borrowings raised 
for commercial activities had to be diverted for promotional activities 
due to inadequate, grants from Government for' the latter. The 
Committee. therefore. recommend that in order to have a proper 
evaluation of its performance the promotional and commercial roles of 
NSIC should be clearly demarcated under intimation to the Committee. 
Once its role is clearly defined. NSIC should strive to earn '1l 
reasonable rate of return on investment. The Committee also 
recommend that as assured by the Chairman, NSIC, the Company 
should maintain quarterly profit and loss accounts in order to facilitate 
quick corrective action whenever required. 

Reply or tbl! Government 
Government is of the view that NSIC should not borrow funds for 

their promotional activities. However. the Govt. does not have any 
objection if part of the profits are diverted for promotional 
development in case Govt. grants are not adequte. 

With efficient utilisation of resources and with increasing volume of 
busines.~ the Corporations' return on investment will improve. In 
addition, with the reimbursement of past deficits of PDTC, it is 
expected that profit of the Corporation will increase further. 

NSIC will maintain hereafter quarterly profit and loss account. 
(Ministry of Industry, Department of SSI & ARI, O.M. No. 111271 

95-SSI(P) Dated 2-9-1996] 
Additional Inrormallon called by the Committee 

R,,'«:ommendation (SI. No. 14) 
In order to have a proper financial evaluation of the Corporation 

what action. if any has been taken to demarcate its promotional and 
commercial roles as recommended by the Committee. 

R~ply or th~ Government 
The demarcation between the promotional and commercial actIvItIes 

of the Corporation already exists i.c. their financial assistance to the 
SSI units under various schemes of the Corporation are treated as 
commercial activity and the operation of POTCa, Sub-Centres, Govt. 
Purchase and Marketing Promotion arc promotional activities. Even in 
respect of PDTCs, the emphasis of the Govt. is that they should 
become self-sufficient over a period of time. 

[Ministry of Industry, Department of SSI & ARI, O.M. No. 111271 
9S-SSI(P) Dated 15-11-1996] 
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Recommendation (SI. No. 19) 

The Committee arc perturbed to note that the outstanping dues to NSIC 
have been incrca.~inl over the years in the case of all schemes except 
leasing. The total outstandings as at the end of 1993·94 and 1994·95 were 
Rs. 115.11 crores and Rs. 127.27 crores respectively. Out of the 
outstandings as on 31 March. 1995 as much as Rs. 87.74 crores were on 
Hire Purchase Schemes only. The Committee desire that the debt recovery 
machinery in the company should be strengthened and concerted efforts 
should be madc to recovcr the outstandings carly. 

Tho Committee express concern over the high level of inventories in the 
company particularly in the case of PDTCs. Out of total inventory of 
Rs. 6.61 crores at the· cnd of 1994 the inventory with the PDTCs was a.~ 
high as Rs. 5.87 crores. The Committee desire that company should make 
all possible efforts including disposal of the Seized machine etc. to reduce 
the inventory to the lowest. The realisation from the salc of 5urplus 
machinery would also add to the profits of the company. 

Reply of lhe Govenlmenl 

The Corporation is -in the proccss of strengthening the recovery 
mechanism. Frequency of meetings tq,diseuss various issues of default have 
been increased. The monitoring is ~one on monthly basis with respect to 
thc recovery on current dues as ~II as over dues. Legal cases arc being 
scrutinised periodically. The COrpOration has stated that all out efforts will 
be made to incrcaSe the r~overy rate. They are also in the process of 
introducing an incentive scheme for this purpose. 

The Corporation has issued instructions to all the Centres to reduce the 
level of inventory of non-moving and slow moving items. The current level 
of invcntorics is about Rs. 4.5 crores as against Rs. 5.97 CToresreported at 
the end of 1994. Efforts arc bei1ra made to reduce the non-moving 
inventories by utilising the items for training purpose. wherever possible. 

[Ministry of Industry, Departmellt. of SSI & ARI. O.M. No. 11127195-
SSI(P) Dated 2-9-19961 

Recommend.'" (SI. No. lO) 

The Committee have been informed that according to a study carried 
out by Billimoria Consultants. the optimum requirement of manpower in 
NSIC is 1000. Against this the prCSODt manpower strength of the company 
was stated to be 1940. While aboutSOO people arc expected to retire in the 
next three years. NSIC has made a proposal for offering voluntary 
retirement scheme to about 450 poapIo. For this a proposal was made to 
the Ministry in September, 1994 for making available to NSIC an amount 
of Rs. 7.05 crores from National, Renewal Fund during 1994-95 and 

(. 
l 



17 

1995-96 which was requested to be . increased to Rs. 8.55 crores in 
December. 1994. The Committee regret to note that against this, an ,.,. 
amount of Rs. 3.68 crores only was provided for in June, 1995. Even this 
amount has not so far been released and was expected to be released only 
after the' fi.nt supplemcntary budget. The Committee deprecate the 
lackadaisical attitude of NSIC in preparing a detailed proposal in this 
regard as also of the Government in releasing the amount which will go a 
long way in IClving the problem of over employment in NSIC. They 
recommcnd that this amount should be released to NSIC without further 
delay and action initiated in regard to the next instalment to be provided 
from the National Renewal Fund. They allO feel that the suggestion of the 
consultants for handing over machinery to the employees instead of cash 
deserves serious attcntion. 

Reply of the Government 

In thc financial year 1995-96, a sum of RI. 3.68 crores was relcascdto 
.the NSIC by the Government for their Voluntary Retirement Scheme. The 
Corporation has released the amount for payment to the employees who 
had opted the- V.R.S. During the current year, a sum of Rs. 3.50 crores 
has been provided. 

[Ministry of Industry, Department of SSI & ARI, O.M. No. 11/27195-
SSI(P) Dated 2-9-1996) 

Additional Information called by the Co~mlttee 

Retommmdation (51. No. 20) 

(a) Whether the Government have acceded to the request of NSIC for 
increasing the amount to be released from National Renewal Fund for 
VRS from Rs. 7.0S crorcs to Rs. 7.55 crores? 

(b) What is the actual amount released during the current year i.e. 
1996-97 to NSIC for augmenting Voluntary Retirement Scheme? 

Reply of the Government 

A sum of Ri. ·3.68 crores was released to NSIC during the .financial year 
199.5-96 under Voluntary Retirement Scheme. Further, a provision of 
Rs. 3.50 crores has been made in the current years' budget for this 
purpose. The Corporadon has ICnt a proposal for relellSing Rs. 1.48 crores 
(Approx.) for the implementation of Voluinary Retirement Scheme in the 
current financial year which is under examination. The allocation of fund 
for implcnlentation of VRS in NSIC will be considered on year to' year 
basis. 

[Ministry of Industry. Department of SSI & ARI, O.M. No. 11127195· 
SSI(P) Dated 15-11-1996] 



CHAPTER III 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE -TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 

Recommendation (SI. No. 13) 

The Committee find that under the Enterprises Building Programme, 
NSIC was to take up 200 areas over the period 1992·91 for development of 
industries in rural and backward areas. However, SS areas only could be 
covered 10 far and now the company plans to reduce the target to 100 
areas. Considering the fact that hardly 20 per cent of the people traine4 
under the programme have put up their own enterprise, the Committee 
suggest that there is a need for rethinking about continuing with this 
programme by NSIC. This is all the more necessary since there are already 
four national institutions for entrepreneurship development. They agree 
with the views expressed by Government that this programme should be 
rationalized. The Committee therefore, recommend that a study in regard 
to EDP's being carried out by various organisations should be carried out 
by Government with a view to rationalising efforts in this direction and 
assign a precise role to NSIC in order to avoid any duplication of efforts. 
The Committee should also be apprised of outcome of the study. 

Reply or tbe Government 

There is no duplication of effons. The Enterprise Building Programme 
of the Corporation is bascially. aimed at motivating people to set up their 
own enterpri~s in a particular area; The prospective entrepreneurs are 
made aware of the facilities that will be available to them in case they stan 
their own enterprises. While the Entrepreneurship Development 
Programme it' b05ically aimed at imparting finer skills on enterprise 
management, training etc. However, NSIC has been asked to retionalise its 
Enterprise Building Programme to be in tune with the present industrial 
scenario and to avoid duplication of efforts if any. 

[Ministry of Industry, Department of SSI &. ARI, O.M. No. 11127195-
SSI(P) Dated Z-9-1996} 
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CHAPTER IV 

RECOMMEND A nONS IN RESPEcr OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Recommendation (51. No.1) 

.The NSIC wa.s set up in the year 1955 to promote, aid and foster the 
growth of Small Scale Industries in the country. The company provides a 
wide range of services to small scale industries which are registered with 
the company or which approach them directly. The main objectives of the 
company ore to provide supervised credit services through its Hire 

,Purchase and Leasing Schemes to provide comprehensive marketing 
services. to procure and supply raw materials and to take up upgradation 
of tools and techniques of production. 

According to one of the micro-objectives of NS.IC, it was to organise its 
support programmes in such a manner as would help the growth of small 
scale industries in the backward areas and by entrepreneurs belonging to 
wcakcr sections of the society. The Committee are astonished to learn that 
even after forty years of establishment of NSIC, Government have not 
undertaken any detailed analysis in regard to fulfilment of this important 
.objective by the corporation. Thcy have received an impression that this 
aspect has not been g~ven the attention it deserves by NSIC and the 
Government also have comforted themselves by putting the whole 
responsibility of development of backward areas on the State Government 
agencies like the Director of Industries and the Small Industries 
Corporations. The Committee recommend that a detailed analysis of the 
impact of activities of NSIC In the development of small scale industries in 
the backward areas should be made by Government within three months 
of presentation ~f this Report. In the light of such analysis NSIC should 
cndeavour to identify the backward areas district by district which have 
potential for development of small industries and provide assistance 
depcnding,.on the typ~ of activity which would be viable for them. If 
necessary separate funds should be provided by Government to NSIC for 
this purpose. The action initiated in this regard should also be intimated to 
the Committee. 

Reply or the Government 

• The micro-objective of NSIC were approved in 1982 by the Board. At 
that time, the industrial scenario was different from as of today. Now with 
the liberalisation and opening up of the economy there is need to provide 
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different type of support to the small scale sector. Keeping this in view, 
the Corporation, in its corporate Plan, has re-oriented its objectives for the 
promotiQn and development of Small Scale Indu'strics, keeping in view the 
changing scenario. Industrialisation is the specific responsibility of the 
concerned State Govt. and the Central Govt. supplements the efforts of 
the States by offering incentives, concessions etc. for the growth and 
development of industries. However, the National Small Industries 
Corporation has been organising support programmes for weaker sections 
of the society as well as for the growth of small scale industries in the 
backward areas by organising Intensive Campaigns for supply of machinery 
on Hire Purchase basis. The assistance provided by the Corporation has 
helped in employment generation in the rural areas and in backward areas. 

The Corporation has paid attention and has provided assistance of 
Rs. 41,063.88 lakhs till 31st March, 1995 under its Hire Purchase Scheme 
out of this assistance of Rs. 11,804.64 lakhs has been provided to backward 
areas. Due to the assistance provided by the Corporation employinent has 
been generated in the backward areas. However, Government will 
endeavour to provide separa,e funds for this in the 9th Plan by formulating 
suitable schemes. 

[Ministry of Industry, Department of SSI & ARI, O.M. No. 11127/95-
SSI (P) Dated 2-9-1 <)<)6] 

Comments of the Committee 
Please see Para 7 c! Chapter I of the Report. 

Recommendation (SI. No.3) 
The Committee observe that NSIC staned entering into MOV with the 

Government since 1992-93. The Company has secured 'excellent' and 'very 
good' ratings for the years 1992·93 and 1993-94 respectively while the 
evaluation for the year 1994-95 was yet to be done. The Committee are 
very much perturbed over the delay in signing the MOU for the current 
year i.e. 1995-96. It is disquieting to note that spite of the assurance given 
to the committee by the Secretary, Department of Small Scale Industries & 
Agro and Rural Industries that the MOU would be signified by the end of 
September, 1995, the same could only be .signed on 19th December, 1995. 
The Committee are not at all convinced with the argument of the Ministry 
that pending the signins of MOU. NSIC had been told to go ahead with 
their work. The Committee would like to draw the attention of 
Government to their 36th Report (1994-95) and 45th Report (1995-96) 
where they have dealt in detail with the question of delays in signing the 
MOUs. They would again emphasize that if the MOV is not signed well in 
time, it would not only lose its importance but would remain only an 
exercise on paper. They recommend that in future it should be ensured 
that the MOU is signed before the end of first month of the concerned 
financial years. 

The Committee regret to note that the financial support committed by 
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Government in the MOV during the last 3 years i.e. 1992-93 to 1994-95 
was not released fully till ttie end of the financial year. During the year 
1994-9S against an MOV obligation of Rs. 8.95 crores Government 
released only an amount of Rs. 99 lakhs to NSIC. They would like to be 
informed whether the batanee assistance has since been released. The 
delay in signing the MOV for 1995-96 also was reportedly due to the 
hesitance on the part of Government in regard to financial commitment. 
The Committee deprecate such apathetic attitude of Government and 
recommend that keeing in view the importance of providing financial 
support to the small seale sector, not only adequate provision of necessary 
funds should be made in the MOV to be signed with NSIC but the same 
should also be released in time without which the provision would have no 
relevance whatsoever. . 

Reply of the Government 

The process of finaliSing the MOV was initiated in Jan. '96 itself. We 
had requested NSIC to send ,he draft MOV for 1996-97 ~nd the 
Corporation submitted the same to the Deptt. of Public, Enterprises (OPE) 
on 26.2.96 with a copy to this Dcptt. The draft was examined in the Depu. 
at appropriate levels and forwarded to OPE on 19.3.96. NSIC's MOV 
meeting was fixed on 27.3.96. Thereafter, the next meeting for finalising 
the MOV between this Oeptt. and the Corporation was held on 6.6.96. In 
the meeting. the C~poration was requested to make certain modifietions 
and to send the revised MOV to the DPE for their consideration. The 
Corporation has submitted the revised draft MOV. As soon as the final 
MOV is received form the. DPE. it will be immediately signed with the 
Corporation. 

In the Financial Years 1992-93 to 1994-95, the amount of Plan and Non 
Plan grants approved by the Government and the amount released by the 
Govt. is given as under:-

CR!. in Crores) 

1992-93 1993-V4 1994-95 

Plan Non-plan Plan Non Plan Non 
Plan Plan 

a) Total amount of aranl I1'Proved 5.00 8.40 8.00 7.34 8.00 4.40 
b) Amount released by the 5.00 8.40 5.46 7.34 6.13 4.40 

Government 

The amount of RI. 8.95 crores mentioned in the MOV of 1994-95 
pertained to Exchange Variation Losses of KFW Loan availed by National 
Small Industries Corporation, the losses on account of exchange rate 
variation on K.F.W. loans arc reimbursed by Government of India. Out of 
Rs. 8.95 crores, the Government released Rs. 4.92 crores as under: 



Non Plan Provision for 1993-94 

The amount provided by way of 
reappropriation during 1993-94 
under Non Plan 

Non Plan Provision for 1994·95 

Total: 
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Rs. 0.99 crores 

Rs. 2.94 crores 

Rs. 0.99 crores 

Rs. 4.92 crores 

The remaining Amount of RI. 4.03 cron~s has been relcascd alongwith 
part of Exchange Variation due for the year, 1995·96 have been released 
in 1995-96 as undcr:-

Non Plan Provision of 1995-9b 
By way supplementary grant during 1995-96 

Total 

Rs. 0.99 crores 
Rs. 3.61 crores 

Rs. 4.60 crores 

[Ministry of Industry, Departmcnt of SSI & ARI, O.M. No. 11/27/95-
SSI(P), Dated 2.9.96J 

Comments of the Commillee 

Please see para 10 of Chapter I of the Report. 

Recommendation (SI. No. 16) 

The Committee do not agree with the contention of the Ministry that 
the rate of interest at which NSIC receives money would not affect its 
functioning. They would like to point out that if NSIC is expected to 
provide assistance to small scale sector at reasonable rates; it is 
imperative that the company is able to raise r.esources at a lower rate. On 
the contrary, the Committee observe that inspite of the assurance liven 
by Reserve Bank of India to NSIC that it would get funds at three per 
cent less than the normal market rates, the same has failed to fructify. 
Small Industries Development Bank of India (SIOBI) has also raiscd its 
ratc of intcrest .on direct loans to NSICto 19% while the average rate of 
interest charged by NSIC is 17%. The Committee recommend that the 
matter of providing funds to NSIC by financial institutions at concessional 
rates should be taken up by the Ministry with the RBIIMinistry of 
Finance. SIOBI should also be persuaded to extend refinancing facilities 
to NSIC as is being done for State Government agencies, since NSIC is 
also engaged in the promotion of small industries. 
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Reply of the Government 

This Ministry has taken wp the matter with the Deptt. C1f Economic 
Affairs. Banking Division, Ministry of Finance and will pursue the matter. 

[Minislry of Industry, Department of 551 &. ARI, O.M. No. 11 /27/95-
SSI(P) Dated 2.9 . 1996J: 

CommeDil of the CommIttee 
Please see para 16 of Chapter I of the Report. 

Recommendation (SI. No. 17) 

The Committee note that for the last two years foreign banks are 
required to deposit the shortfall in their lending to priority sector from the 
mandatory 40% with SIOBI and NABARD at an interest rate of 10%. 
NSIC is· exclusively engaged in promotion and developmenl of small 
business enterprises, a key priority sector. The Committee, therefore, 
desire that ., part of such surplus funds of foreign banks should also be 
deposited with NSIC. 

Reply of tbe Government 

This has been noted and as has been already mentioned in reply to 
recommendation No. 16, this matter is being taken up with the concerned 
department for nl:cessary action. 

[Ministry of Industry, Dep.rtment of SSI &. ARI, O.M. No. 11/27/95-
55I(P) Dated 2.9.1996]. 

Additional information called by the Committee 
Rec:ofii .... datlon (SI. Nos, 16 Ie: 17) 

What is the final 9utcome in regard to (i) providing funds to N51C by 
financial institutions at concessional rates, (li) extending refinancing 
facilities to NSIC by SlOB I and (iii) depoaiting surplus funds of foreign 
banks with NSIC. Detailed reply may be given. 

Reply of the Government 
The matter regarding charging of lower. rate of interests on the financial 

advances granted' by Scheduled Commercial Banks. to intermedlatary 
financial institutions for the purpose of on-lending to ultimate borrowers, 
has been take,a up alongwith the question of refinancing facilities to NSIC 
by SIDBI. Secretary (5SI&ARI) has already written a letter to Finance 
Secretary regarding the coJistraint in the availability of resources for NSIC. 
The Ministry of Finance has been requested to specify NSIC as an eligible 
institution for refinance facilities under the Small Industries Development 
Bank of India Act, 1989. The response from the Ministry of Finance is 
awaited. The matter will be pursued. As regards inclusion of NSIC as a 
receipieD' of surplus funds of foreign banks, it may be stated that this 
matter will be discussed in the Inter-Ministerial Committee constituted by 
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this Department for monitoring the implementation of policies and 
programmes drawn by various Ministries for the development of small 
scale industries. This matter has also been taken up at Secretary's level 
with Mininstry of Finance. . 
[Ministry of Industry, Dcp~rtmcnt of SSI &: ARI, O.M. No. 11127195-

SS.I(P) Dated 14.11.1996]. 
Comments of the Committee 

Please ~cc para 17 of Chapter I of the Report. 



CHAPTER V 
RECOMMEND A TlONS IN RESPEcr OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL. A WAITED 
Recommendation (SI. No.4) 

The Committee find that in the MOU signed by NSIC, 50 per cent 
weightaie is being given to profit related criteria while calculating the 
ratings of the company. In view of the promotional nature of its 
operations. NSIC wants this weightage to be brought down to 40 per cent. 
The Committee have been informed that the criteria for evaluation are 
decided by the Department of Public Enterprises. The Committee desire 
that the role of NSIC should be clearly defined and in case it is expected 
to playa predominantly promotional role, the matter should be taken up 
with the Department of Public Enterprises for adjustment in the proiit 
related criteria. The decision taken on this issue should also be intimated 
to the Committee. 

Reply of the Government 
The Government is of the view that the Corporation should Jay more 

emphasis on its commercial activities so as to generate enough profits for 
sustaining some of the expenditure incurred on its promotional activities. 
This is because the Government provides equity support to the 
Corporation to enable it to go for borrowing from financial institution, 
bunks etc. Hence °NSIC hall to earn sufficient income and profit. However, 
in the meeting held on 6.6.96 regarding MOU for 1996-97, this matter was 
discussed and since it was too late this year for reviewing the criteria for 
MOU rcflecting the promotional activities of the NSIC adequately and 
more objectively. Adhoc Task Force (A TF) set· up by the DPE decided 
that this would be examined in detail next year. 

[Ministry of Industry, Department of SSI & ARI. O.M. No. 11127195-
SSI(P). Dated 2.9.96]. 

Recommendation (SI. No. 15) 
The Committee have been informed that over the 5 years' period from 

1995-96 to 1999-2000, it has projected a total turnovcr of Rs.lO,OOO crores. 
According to this plan, total additional fUllds of RS.1292 crores would be 
rcquired during the 5 years. NSIC PlJlposes to meet this requirement 
partly by internal resources and equity support from Government and the 
remaining by way of borrowings from SIOBI, issue of Bonds, foreign Hnes 
of credit and deposit of surplus funds by foreign banks etc. However, the 
availability of resources from none of these sources seems to have been 
confirmed. The Committee recommend that since the matter nceds scrious 
and attention, it shOuld be taken up by the administrative Ministry with 
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the concerned authorities particularly the Ministry of Finance in right 
earnest so that adequate funds could be made available to NSIC in time. 

The Committee have also come to learn that against the allocation of 
Rs.65 crore for NSIC for the Eighth Five Year Plan. the company has 
been allocated Rs.67 crore. during the nr,t four years of the plan. Since 
the company has projected Rs.I04 crores as equ'ity capital suppon over the 
next five years, the Committee recommend that the matter regarding 
allocation of more funds to NSIC within the Eighth Plan period should be 
taken up with the Planning Commission and the Committee apprised of 
the results thereof. 

Reply of the Government 
Recommendation has been noted and this matter was discussed with the 

officials of NSIC also during the performance review meeting held with the 
Corporation on 13.~.96. Issues regarding mobilisation of additional 
resources from institution like SIOBI out of deposit of funds by foreign 
banks, foreign lines 9f credit and issue of bonds etc. are being taken up 
with appropriate Govt. departments and other agencies. 

A sum of Rs.13 crores has been provided to NSIC during the financial 
year 1996-97 as Equity under Plan. As regards provision of more funds. as 
this is the end of the 8th Plan period, provision of adequate funds to the 
Corporation will be taken up during the 9th Plan period. 

[Ministry of Industry, Department of SSI&ARI, O.M.No. 11127,11)5-
SSI(P). Dated 2.9.96J. 

Recommendation (SI. No. 18) 
The Committee have been info'rmed that small scale units' are provided 

relief/concessions in excise on a graduated scale if the turnover ot' the 
individual units is upto Rs. 300 hlkhs. NSIC has also brought to the notice 
of the Committee that when it forms consortia of units manufacturing the 
same products, the benefit of excise relief is not available now as a result 
of which many small scale units are not able to take advantage of NSIC's 
Marketing Assistance Programme. 5uth benefits were in fact made 
available to the NSIC for one year only Le. 1992-93 and the notification 
was not extended thereafter. The Committee deprecate the failure of the 
company in bringing the matter to the notice of the administrative 
Ministry. They would now recommend the administrative Ministry to take 
up the matter with the Ministry of Finance immediately and have the 
benefits of excise relief restored to NSIC under intimation to the 
Committee. 

Reply or the Government 
Action will be initiated on the recommendation and suitable proposal 

has been sought from NSIC. 
[Ministry of Industry, Department of SSI. ARI. O.M. No. 11127195-

SSI(P) Dated: 2.9.1996]. 
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Additional InformaUon caned by the Committee 

Recommendation (SI. No. 18) 

Please elcborate indicating inter-slia (I) when was the proposal sought 
from NSIC (ii) Has it since been received by Government (iii) If so, 
whether the matter has been taken up with the .Ministry of Finance and 
with what results. 

Reply of the Government 

The Corporation was asked to send a suitable proposal on 16.9.96. We 
have been informed by NSIC that the proposal is under finalisation and 
will be sent very shortly. As soon as the same is received, it will be 
examined and will be sent to Ministry of Finance for their consideration. 

[Ministry of Industry, Department of SSI &. ARI,O.M. No. 11127195-
SSI(P) Dated: 15. 11.1996}. 

Ra'Ommendatlon (SI. No. 11) 

The Committee are surprised to learn that NSIC does not have full time 
Directors. In view of the vast area of operations of the company, the 
Committee desire that the recommendation of the consultants for 
appointing full time Directors for Marketing, Planning and Finance should 
be implemented immediately under intimation to the Committee. 

Reply of tbe Government 

This matter is already under consideration of the Government. The 
Corporation has been requested to send the proposal in this regard: 

[Ministry of Industry, Department of SSI&ARI, O.M. N'0.1l127I9S: 
SSI(P), Dated: 2.9.96] 

AddiUonal inform'atlon called by the Committee. 

Recommendation (SI. No. ll) 

Since when is the matter under consideration of Government? When was 
the Corporation asked to send the proposal? What is the latest position in 
lhe matter? 

Repl)' or tbe Government 

This is regarding appoiiltment of full time Functional Directors on the 
Board of NSIC. The Corporation had informed that they will submit a 
proposal for appointment of two full time Directors, one for Finance and 
other for Technology, at the time of re-constitution of the Board. The 
Government arc awaiting the consolidated proposal from N5IC. 

[Ministry of Industry, Dcpn. of 5S1 &. ARI, O.M. No. 11127195-5SI(P), 
Dated 15.11.1996.] 
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Recommendatlun (SI. No. ll) 
The Committee find that at present if the investment on plant, 

machinery and equipment in a unit less than Rs.60 lakhs, it is termed a 
small scale industry. Based on the recommendations of the .industry, NSIC 
submitted a proposal in 1994 for raising this limit to Rs.2 crores. No final 
decision in the matter has so far been taken. The Committee desire that in 
view of the need for technology upgradation on account of competition, an 
early decision in regard to raising this limit should be taken by 
Government. 

Reply of the Gonrnment 
There is a proposal under consideration of the Government for raising 

the present investment limit for plant and machinery and equipment for 
SSI units from the existing level of Rs. 60 lakhs. 

[Ministry of Industry, Depn. of SSI & ARI, O.M. No.1l12719S·SSI(P), 
Dated 2:9.1996.] 

Additional Inrormatlon called by the Committee 
Recommendation (SI. No. ll) 

(a) Since when is the proposal for raising the limit of Rs. 60 lakhs on the 
investment on plant, machinery etc. to Rs.2 crores for SSI units under 
consideration? 

(b) Has any final decision since been taken in the matter? If not, at what 
state docs the propo"al stand and by when is the final decision expected to 
be taken? 

Reply of the Government 
The proposal for raising the limit of a Rs.60 lakhs on the investment on 

Plant & Machinery etc. has been under consideration sinc~ 1996. It was 
later on decided that as this Department has constituted an Expert 
Committee on Small Enterprises under the Chairmanship of Dr. Abid 
Hussain, former member, Planning Commission to look into the 
promotional and protective polieics related to the Small Scale Scctor and 
other related aspects, a decision on raising the Investment limit may be 
dcffcred till the receipt of recommendations of the Expert Committee. 

[Ministry of Industry. Dcptt. of SSI & ARI, O.M. No. 11127195·SSI(P). 

Comments or the Committee 
Please see para 20 of Chapter I of the Report. 

Recommendation (SI. No. 13) 

Dated 15.11.1996]. 

NSIC is stated to have got D study undertaken on their behalf to find out 
the impact of liberation on small scale sector. The final report on the 
subject is still awaited. The Committee desire that the study should be 
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expedited and the findings together with the action taken thereon 
intimated to them. The Conimittee are dismayed to learn that Government 
proposes to curtail the list of items reserved exclusively for the small scale 
sector. They arc of the- firm opinion that inspite of the opening up of 
economy some kind of protection is still essential for small industries. They 
feel that already small sector is facing the onslaught of the multinationals 
whose technology is very much advanced and which can corner the Indian 
Small industries very easily. In view of the importance of the small scale 
sector in the Indian ~ntcxt, the Committee strongly re'Commend that this 
curtailment of list be deferred till such time as the small industries are able 
to improve their quality and procure state-of-art technology and can 
compete in domestic os well as international markets. 

Reply or the Government 
Since 1989. Govt. have not de-reserved 'any of the items reserved for 

exclusive manufacture in the small scale sector. However, Govt. of India 
have constituted an Expert Committee on Small Enterprises under the 
Chairmanship of Shri Abid Hussain, formerly Member, Planning 
Commission. The Committee would examine the promotional and 
protective policics relating to the small scale sector and other related 
aspects. Based on the report. Govl. will take suitable measures for the 
promotion and development of small scale industries in the country. 
[Ministry of Industry. Department of SSI & ARI, O.M. No. 11127195-

SSI(P), Dated 2-9-96] 
- Comm~nt5 or the Commltt~ 

PI. sec Para 20 of Chapter I of the Report. 

NEW DELlIJ; 

April 25. 1997 ---
Val.wklw 5. 1919(S) 

G. VENKAT SWAMY 
Chairman, 

Committee on Public Undertakings. 



APPENDIX I -. 
MINUTES OF TIlE TWENTY-SECOND SmlNG OF mE: 

COMMIITEE ON PUBLIC UNDERTAgtNGS HELD ON ,,;-
21ST APRIL, 1997 

The Committee sat from IS00 hrs. to 1615 hrs. 

PRESENT 
Shri G. Venkat Swamy-Chairman 

MEMBERS 

Lok Sabha 
2. Shri Parasram Bhardwaj 
3. Shri Somjibhai Damor 
4. Shri Banwarilal Purohit 
5. Shri Brij Bhushan Tiwary 
6. Prof. (Smt.) Rita Verma 

Rajya SaIHra 
7. Shri Vayalar Ravi 
8. Shri Solipeta Ramachandra Reddy 

SECRETARIAT 

l. Shri J.P. Ratnesh - Joint Secrltary 
2. Shri P.K. Sandhu - Dirlctor 
3. Shri P.K. Grover - Dy. Secretary 
4. Shri Raj Kumar - Assistant Director 
Office of the Comptroller &: Auditor General of India 
Shri B. B. Pandit Principal Director (Comm!.) 
"2. •• •• •• •• 

•• •• •• •• 
·3. •• •• •• •• 

•• •• • • .. , 
"4. •• •• •• • • 

•• •• •• •• 
" Minutes relltiA, to Items It Para NOI. 2 to , have been kept eeplrately. 
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• • 
• • 
• • 
• • 
• • 
• • 

l , 



•• •• •• • • • • 
•• •• •• •• • • 

~/Thereafter the Committee considered the draft report on Action 
Talen by the' Government on the recommendations contained in 49th 
Report of Committee on Public Undertalriftgs (-122.5-96).on National Small 
Industries Corporation and adopted the same. 

7. The Committee authorised the Chairman to finalise the Reports on 
the basis of factual verification by Mi"istrieslUndertakings concerned and 
Audit and to prescnt the same to Parliament. 

i 

The Committee then adjourned. 

• Minute. re"tln, to ken. at Para NOI. 2 10 5 ba\Ie beea kept Iep8rately. 
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APPENDIX II 

Antllys;s of the Act;on Tllken by Government oil the recommendations 
cOn/uined ill the 49th Reporl (lOt" L.S.) of the Commillee on Public 
Underta~;ngs (m Nlltionlll Small Industries Corporation Limited. 

I. Total number of Recommendations 
II. Recommendations that have been accepted by the 

Government (Vide recommendations at SI. Nos. 2. 5 
to 12. 14. 19 'and 20) 
Percentage to total 

III. Recommendation which the committee do not desire 
to pursue in view of the Government's replies (Vide 
recommendation at SI. No. 13) 
Percentage to total 

IV. Recommendations in respc~ of which reply of 
Government - has not been accepted by the 
Committee (Vide recommendation at SI. Nos. 1. 3. 
16 and 17) 
Percentage to total 

V. Recommendations in respect of which final rcplies of 
Government arc still awaited (Vide recommendations 
at SI. Nos. 4. 15. 18. 21. 22 and 23) 
Percentage to total 
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23 
12 

52.17% 
1 

4.34% 
4 

17.39% 
6 

26.08% 
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