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RAJYA SABHA 

Thursday      the      19th   August,   1976/f/ie 
28th Sravana, 1898 (Saka) 

The House met at eleven of the clock. Mr. 

Chairman in the Chair.  

ORAL ANSWERS TO QUESTIONS 

Addition to the number of sick unite in 
the Small-scale Sector 

*181. SHRI N. K. BHATT :* 
SHRI H. S. NARASIAH . SHRI 
JAGDISH JOSH! SHRI IBRAHIM 
KALANIYA : SHRI       
KHURSHED       ALAM KHAN : 

Will the Minister of INDUSTRY he 
pleased to state. : 

(a) whether it is a fact that a number of 
industrial units in the small-scale sector have 
joined the sick list; 

(b) if so, what is their number and what is 
the nature of difficulties faced by them ; and-   

(cl what steps Government propose to take 
to put back these sick units on a proper 
footing ? 

THE MINISTER OF STATE IN THE 
MINISTRY OF INDUSTRY (SHRI ANANT 
PRASAD SHARMA) : (a) and (b) According 
to the 197.'?-74 Census of the Small Scale 
Industries, 66,161 units were closed down 
upto 1972 on account of lack of demand, 
inadequate financial assistance, shortage of 
raw materials and poor management etc. 

(c) Steps to remedy the situation have 
been taken in consultation with the Banks 
and  State  Governments.     The  DC  (SSI) 

tThe question was actually asked on THe 
floor of the House by Shri N. K. Bhatt. 

undertook surveys at 4 centres viz. Farida-
bad, Ghaziabad, Alwar   
 Ahmedabud to study the problems 
of closed or sick units. The State 
Governmcnts have been requested to 
undertake such studies. They have also been 
requested to constitute State Level Co-
ordination Committees for providing in-
tegrated assistance to sick units. Such com-
mittees have already been constituted in 15 
States/Union Territories. The State Bank of 
India has been requested to examine 
individual cases and re-schedule loan repay-
ments so as to help the units to revive. 
SHRI N. K. BHATT : Sir, formerly, the j 

practice was to put the blame on the workers 
for anything going wrong in these units just 
as a carpenter finds fault with his tools if he 
is not able to do his job properly. If the 
industry was in a bad shape, the blame was 
always put on the workers. But it is true, Sir, 
that in the bigger sector the Government has 
come forward to help and has done a lot. But, 
if you come to the small-scale sector, the 
answer that has been given by the 
honourable Minister just now is that about 
66,000 units are in a bad shape. This shows 
the deplorable state of affairs in this sector 
prevalent now. This has happened at a time 
when there is perfect industrial peace and 
when the raw materials are made available 
and if the management is bad, it can be set 
right. I want to know from the honourable 
Minister how these explanations which have 
been given now are valid. I am glad to note 
that they have appointed Committees and I 
am also happy to note that they have under 
taken some surveys at four centres, namely, 
Faridabad, Ghaziabad, Alwar and Ahme-
dabad. But the point is that in the small-scale 
sector, investment is made after a lot of 
persuasion and the number of workers over 
all employed is very large. Every day one 
unit or the other is closed down. I would like 
to have an assurance from the honourable 
Minister that this state of affairs would be 
halted forthwith and some positive measures 
would be taken so that the best climate we 
have in this country now for increasing 
production can be taken 
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advantage of because we want more production 
in all spheres. Apart from having a categorical 
assurance from the honourable Minister in this 
regard, we would also like to hear from him 
that positive steps would be taken and a time-
limit would he fixed for this so that any 
difficulties that the unall-scale units may h?ve 
would be removed and they would get help 
from, the Government agencies. 
SHRI T. A. PAI  :  Sir, the number of closed 
units that has been shown in      the statement is 
as a result of the census that we carried out. 
Right from the inception of the small-scale 
units, right from the time the small-scale units 
started coming into existence, we discovered 
that about 66,Q(>() units have  been closed  
down.   v\V     wanted  to remove  the sickness  
that prevailed  in  the small-scale sector. Many 
of these units that have come into existence 
were based on the imported raw materials and 
perhaps on a high premium also and some c( 
them were bogus also and we had to eradicate 
them to see that those units which were  only 
making use of the raw materials without 
producing the finished products did not have 
any right to exist. Ultimately, it was the 
responsibility of the State Governments to see 
that it was not merely a question of target-
oriented performance or the question of inst 
seeing as to how many units were brought into 
existence or how many units were financed by 
the  banks,  but  it  was  their  responsibility to 
see whether they were kept going. The idea    
was    to    keep    them    working. So we    do    
emphasise    this    aspect    of    it, so  that  in  
future  when  new  units  come into existence, 
they are not subjected      to these problems. 
Very often the small-scale sector units located 
in backward areas have not been getting the 
type of raw materials which they wanted, as a 
result of which they have not been working to 
capacity. We have now taken steps to see that 
the responsibility of    looking    after    these    
units    is squarely placed  on  the    banking    
system which brought them into existence and to 
see that all their requirements are met. If there 
are any other problems,    the    State 
Governments are also co-ordinating. We are 
trying to see how many of these can be 

 

revived and that, in future, such difficulties 
as were, responsible for bringing these 
units into sickness are eliminated as far as 
we can. 

SHRI N. K. BHATT :  Sir, licensing is 
primarily Government's responsibility . . . 

SHRI T. A.  PAI  :  Sir,  the small-scale 
sector is not subjected to licence. 

SHRI N. K. BHATT : I stand corrected. 
Now, Sir, the hon. Minister has been very 
emphatic in his reply. On the question of 
transfer of technology there should not be 
any difficulty and if it is to be imported the' 
Government is going to extend all possible 
facilities for helping these small-scale sector 
units, so far as technological ;and other 
assistance is concerned. As far as banks are 
concerned, I am glad they are being advised 
to give proper assistance. I would like to be 
enlightened on the steps Government is 
taking for transfer of technology to the 
small-scale sector units. 

SHRI T. A. PAI : Sir, many of the small-
scale sector units have not asked for any 
technology. They have developed their own 
technology and they have, in sophisticated 
fields also, done extraordinarily good work. 
As far as technology is concerned, there 
would be no prohibition in getting it avail-
able to the small-scale sector units. The 
sickness of these units, I am afraid, is not for 
want of technology but on account of other 
considerations. But I can assure the House 
that whatever assistance is required by the 
small-scale sector to build it up— it is an 
important sector in this country— will be 
extended by the Government. 
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SHRI T. A. PAI : Sir, even the finance for 
purchasing raw material is already included in 
the working capita! provided by the banks. 
What is most important is to make raw 
materials available to them, and we are trying 
to sort it out with State Corporations which 
are responsible for coordinating the supply of 
raw materials. If any procedures require to be 
further looked into, we will try to see that the 
raw material is made available to them. In 
fact, in some cases we have permitted the 
small-scale sector to make direct imports 
instead of depending even on the canalising 
agencies for this. The other question . . , 

HRI JAGDISH JOSHI : I asked about 
research and development. 

SHRI T. A. PAI : I am afraid that each unit 
in the small-scale sector cannot have possibly 
research and development. We would like to 
see that they arc attached to national 
laboratories category-wise, depending upon 
the work that they do. Regarding ancillaries, 
we have taken all possible steps to see that all 
the public sector and private sector companies 
hereafter get most of their products out of the 
factory. 

 

SHRI T. A. PAI : Sir, the problem ol diesel 
engines affects not only Raikot but the small 
scale sector in Kolhapur also [ Unfortunately, 
if the people do not wan any particular item, I 
do not know what the Government can do 
about it except to diversify the units to the 
extent that the; I meet the market demands. 
Therefore, we jean look at the problems 
generally and so what can be done. It may not 
be possibl to look into the problems of an 
individue unit which is responsible to mate its 
ow market survey. 

SHRI KHURSHED ALAM KHAN  : ] 
appears that the sickness of the industria 
units has assumed dimensions of an epid< 
mic. The most unfortunate thing is that 
should happen at this time when the coi 
ditions are very favourable for all kinc of 
industries in this country. I would therefore, 
like to know from the ho: Minister whether 
this situation is not atti butable to unplanned 
growth or lack i capital. Or, is it a clever and 
calculatt device and design of the unscrupulo 
managements to make these industrial '.in: 
sick on some pretext and get out of the and 
hand them over to the State as si< units  ? 

SHRI T. A. PAI : Sir, the question 
regarding the small scale sector. The pi 
sumption that this has happened or now is 
not correct. We have looked ir it only now 
because it is for the first tii that we are 
prepared to recognise sickne So far, all our 
emphasis has been on rtsta ing new units. I 
may assure the House tl the production of 
the small scale sec went up by 13 per cent 
rated at 5," crores of rupees at current 
prices and expect it to rise up to 7,000 
crores rupees at nearly 1975 pri amounting 
to a growth rate of 18 per ci It shows that 
the small scale sector a whole has been 
doing very well. Some 
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the units which are not doing well would 
certainly require attention and that would be 
given. 

SHRI BHUPESH GUPTA : T have 
brought to the notice of the hon. Minister 
the state of affairs in the Bengal Potteries in 
West Bengal. i have also emphasised the 
need for taking over this industry. The 
Minister replied that the matter was being 
looked into. This industry is in a very bad 
state because of all kinds of mismanagement 
and other things. I would like to know 
whether any decision has been taken by the 
Government to take it over. This unit will be 
very sick. It is already sick. I should like to 
know from the Government what steps they 
have taken in regard to this important 
industry in West Bengal. 

SHRI T. A. PAI : With your permission, I 
may say that it does not relate to small scale 
industries. Since It is a question which 
relates to an important unit in West Bengal 
where a large number of workers are 
involved, I am glad to inform (He House 
that the Government has decided to go to 
the Calcutta High Court with the scheme of 
taking over this unit. I hope there would not 
be any difficulty about taking it over. The 
financial institution, have taken up the 
responsibility and the Government will   
take   the   decision. 

SHRI SARDAR AMIAD All   :  Benga! 
Potteries happens to be a separate question. 

MR. CHAIRMAN : He has already 
answered it. 

SHRI SARDAR AMJAD All : I just 
wanted to bring it to your notice. Sir. the 
hon. Minister has emphasised once again 
that in the case of small scale industries, 
apart from other difficulties, the most im-
portant difficulty is the non-availability of 
raw material, both imported raw mat;rials as 
well as indigenous raw materials. Mostly, 
the small sector and medium sector in-
dustries have to depend for supply of raw 
materials on the big sector industries which 
manufacture these raw materials. 

On the other hand, Sir, under the present 
law, under the Industries (Development and 
Regulation) Act, there is no bar for giving a 
licence to a big unit which manufactures raw 
materials for manufacturing the finished 
product. Therefore, they do not want to part 
with this raw material and give it to the 
small-scale sector in order to avoid 
competition. That is a big problem. I would 
like to know whether the Ministry is aware of 
this problem and if so, what steps the 
Ministry is going to take. Have they any 
proposal to earmark a certain quota or a 
certain percentage of raw materials to be 
distributed to the small-scale sector ? Along 
with this, I would also like to know one 
thing. The industries which produce raw 
materials are in certain parts of the country. 
But the finished-products industries are 
located in certain other parts of the country. 
In view of this. I would like to know whether 
the Ministry propose; to set up regional raw 
material banks. 

SHRI T. A. PAI : Sir, the present policy of 
the Government, wherever there is any 
manufacture of raw material, is to insist upon 
50 per cent of that being made available to 
the small-scale sector. Barthen we came to 
know that it is not enough if we only earmark 
it but we may have to stipulate the price at 
which it is to be supplied. We have also 
decided that it would be at a price which they 
will charge themselves for their actual 
consumption because we do not want them to 
sell it at a higher price to the small-scale 
sector. I am afraid, even now. I have not 
stopped getting complaints that there is some 
lack of co-ordination between the 
manufacturing units and the small-scale 
sector. Individually, in case of all the items, 
we are looking into it to see that the supplies 
are regulated and the small-scale sector is not 
held to ransom. 

SHRI SARDAR AMJAD ALI : What 
about regional raw material banks ? 

SHRI T. A. PAI : Well, so far as consti-
tuting a bank is concerned, the bank can be 
constituted only when there is a surplus. 
Otherwise, the allocations will be made to 
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the State Corporations which will be res-
ponsible for distribution to the small-scale 
sector. 

SHRI CHARANJIT CHANANA : I must 
congratulate the hon. Minister for eliminating 
the sign-board units, which are quota-based 
units and which are surviving on the premium 
only. But as the hon. Minister has mentioned 
about the small-scale units in the industrially 
backward areas, may I suggest, if the Ministry 
has already not initiated it, the process of 
working out the impact or the incentives given, 
in the industrially backward areas to the small 
scale-sector and the medium-scale industry 
because, the recent studies, in fact, revealed 
that the infant mortality rate in the genuine 
units is very high. And I presume the Ministry 
might have already started the process of 
working out the impact of the incentives given 
by the State Governments the financial 
institutions and the Central Government. If 
they have not done so, may 1 suggest that this 
process be initiated ? I think this would be a 
very constructive and preventive role to play 
by the Ministry. 

SHRT T. A. PAT : Sir, we have already 
taken a decision that in order to encourage the 
small scale sector to go :to the backward 
areas, wherever the Central subsidy is given, 
they would get the subsidy even in advance. 
We would like to see that the raw material 
requirements of the units located in the 
backward areas are belter looked after so that 
the incentives for locating them nearer the. 
cities are done away with. 

SHRI CHARANJIT CHANANA : Sir, my 
question is slightly deeper than this. My 
suggestion is to work nut the impact of the 
incentives. I am not questioning the 
incentives. The incentives are being given. 
My question is whether you are making a 
study of the impact of the incentives given to 
the small-scale sector or not. If not, I suggest 
that this process should be initiated. 

SHRI T. A. PAI : Sir, the Committee that 
has been set up to go into (he entire question  
of backward  areas     development 

will certainly give greater attention to the 
small scale sector and evolve a strategy as to 
what incentives are necessary if what we have 
already provided is not adequate in order that 
this movement may spread to the backward 
areas. I may also point out that the subsidy has 
now been extended to all the agroprocessed 
industries and to cold storage plants and 
workshops so that such units which can go into 
these reas may be encouraged. 

 
SHRI T. A. PAI : Sir, it is true that a 

number of bogus units came into existence 
because of the attraction ot gutting raw 
materials but we have asked the State 
Governments to eliminate them with the full 
assurance that the total raw material allotted 
to that State would continue to be made 
available so that the healthy units may have a 
better supply. Regarding the maintenance 
problem, 1 think the only way by which we 
can solve it is to encourage maintenance, units 
also to come up in everv industrial estate 
where small-scale industiies are situated. 

MR.   CHAIRMAN   :   Next  question. 


