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SHRI P. CHIDAMBARAM: Let me answer. SHGs lending rates vary from 

about 10.5 per cent to about 12.5 per cent depending upon the risk assessment 

made by the banker. I would earnestly request the hon. Member that we 

should not...(Interruptions)... 

SHRI NILOTPAL BASU: He has admitted that 95 per cent is the 
recovery rate. 

SHRI P. CHIDAMBARAM: I am saying so, As recovery rates are good, 

as risk assessment gets better, as SHGs demonstrate their ability to repay and 

take further loans, you will find that interest rates will come down. I do not 

think that, as a policy, Government should intervene in the price mechanism of 

lending. 

Loans for SSI 

*305. PROF. M.M. AGARWAL: Will the Minister of FINANCE be 

pleased to state: 

(a) the total amount of loans sanctioned by various nationalized banks 

for the setting up of small scale industries in the various states during the last 

three years; and 

(b) what guidelines have been prescribed by Government for granting 

loans to SSI units in the country? 

THE MINISTER OF FINANCE (SHRI P. CHIDAMBARAM): (a) and 

(b) A Statement is placed on the Table of the House. 

Statement 

(a) The total amount of loans outstanding to the SSI Sector in the books 
of Public Sector Banks for the last three years are as under: 

(Rs. in crores)  

As at the end of March Total Advances to SSI 

2002 49743 

2003 52988 

2004 58277* 

*Provisional 

Source: RBI 

27 



RAJYA SABHA [17 August, 2004] 

(b) The guidelines issued by Government/RBI for granting loans to SSI 

Units in the Country are as under: 

(i) Banks have been advised to enhance the composite loan limit 

from Rs. 25 lakh to Rs. 50 lakh. 

(ii) The requirement of collateral security for loans upto Rs. 25 lakhs, 

subject to good track record and financial position of SSI Units, 

has been dispensed with. 

(iii) In order to pass on the benefits of lower rates of interest to the SSI 

Sector, Banks have been advised to adopt an interest rate band of 2 

per cent above and below their PLRs for secured advances. 

(iv) Banks have been adivsed to open at least one Specialized SSI 

Branch in each district. 

(v) Banks are required to ensure that out of their total funds lent to SSI 

Sector, at least 40% should be made available to units with 

investment in plant and machinery upto Rs. 5 lakh and 20% to 

units with investment in plant and machinery between Rs. 5 lakhs 

and Rs. 25 lakhs. 

(vi) Under the Credit Linked Capital Subsidy Scheme for Technology 

Upgradation of SSI Units, the rate of subsidy and the ceiling of 

loans have been enhanced from 12% to 15% and Rs. 40 lakhs to 

Rs. 1 crore, respectively. 

(vii) Banks have been advised to dispose applications for loans up to 

Rs. 25,000/- within 2 weeks and for higher amount, within 4 

weeks provided the loan applications are complete in all respect 

and accompanied by a Checklist. 

(viii) The individual credit limit to artisans village and cottage 

industries for reokoning under advances to weaker sections has 

been increased to Rs. 50,000/- from Rs. 25,000/-. 
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SHRI P. CHIDAMBARAM: Sir, I have misunderstood the question.I am sorry. 

The question is: the total amount of loans  sanctioned by various nationalised 

banks for the setting up of small-scale industries in various States during the last 

three years, and, I have answered by saying...(Interruptions)... 

SHRI M.M. AGARWAL: Various States have not been 

mentioned... (interruptions)... 

SHRI P. CHIDAMBARAM: Had he asked for the State-wise 

information, I could have certainly given the same, but it will take a little more time 

to gather the information. He has asked me for all the States, and, I have given the 

information for all the States. I will certainly send you the State-wise information. 

Why should I hold back such information? 
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SHRI P. CHIDAMBARAM: I am    not criticizing that.  
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SHRI M.M. AGARWAL: Why several questions...(Interruptions)... 

SHRI P. CHIDAMBARAM: I am not finding any fault with you. I am 

only saying that I will take them part-by-part. 

SHRI M.M. AGARWAL: It is a very important question. 

SHRI P. CHIDAMBARAM: It is. It is. 

MR. CHAIRMAN: More than the question, you are the important one. 

SHRI P. CHIDAMBARAM: Sir, you will recall that in the recent 

Budget, I announced that the subsidy under the Credit Linked Capiat Subsidy 

Scheme will be increased from 40 lakhs to one crore and the rate of subsidy 

will also be raised from 12 per cent to 15 per cent. That is one initiative that we 

have taken recently. 

As regards SIDBI, the initiatives taken by SIDBI are following. The first 
initiative is that the Small and Medium Enterprises Fund announced by the 
previous Government is being continued this year, and, moneys are being 
disbursed under that fund. The second initiative is that SIDBI has set up a 
venture capital assistance called SIDBI Growth Fund. SIDBI is also now setting 
up the Portfolio Risk Fund, and, the Portfolio Purchase Scheme. SIDBI is being 
activated, and, as I said, we have increased the subsidy as well as the rate of 
subsidy. If you have any other suggestions, I will certainly look into them. 
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